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POST OFFICE DEPARTMENT

WAsHINGTON, D. C. -
. May 21, 1946.
HONORABLE ROBERT E. HANNEGAN,

Postmaster General.

DEAR MR. HANNEGAN:

Herewith is submitted a report on “Second-Class Mail Matter”
undertaken at the request of former Postmaster General Frank C.
Walker to provide the Congress with information regarding a
postal rate situsition referred to by the Chairman of the Committee
on Ways and M~ans in a letter to the Department, dated July 8, -
1942, containins: the following paragraph:

The Committee recognizes the magnitude and importance of the subject

but it also appreciates the fact that the question of bringing rates of postage .

in the second and third class of mail matters more closely in line with the
cost of handling such mail has been the subject of consideration and discus-
sion for the past thirty or thirty-five years. Certainly you realize that it is
not good business practice to permit these deficits to continue without some
remedial action. In spite of past discussions, nothing has ever been done.

This letter also indicated that correction of this situation
should have possibilities for large savings to the Government.

For the fiscal year 1945, there was a deficit from second-class
mail of about $115,000,000, and for the 16 years—1930 to 1945
inclusive—the deficits aggregated approximately $1,450,000,000.
These were, for the most part, met by the excess of revenues over
expenditures from first-class mail and by appropriations from the
United States Treasury.. .

Second-class mail revenues for 1945 paid for only about 20 per
cent of the cost incurred by the Postal Service in handling this class
of mail during that year. With the increased postal wages and
salaries sir:;e made effective for the fiscal year 1946 and there-
after (which add approximately $35,000,000 annually to second-
class costs), this percentage will, in the absence of an increase in
revenues, show a material decrease. At the same time the present
large subsidies already accorded this class of mail will be sub-
stantially increased.

The many aspects and tglroblemrs requiring careful examination
and study in preparing this report have delayed its completion.
The report aims to present an independent approach to the prob-
lem,—particularly that of the citizen using first-class mail service
and of the taxpayer meeting the deficits rather than the viewpoint
of one officially connected with the Postal Service or associated
with the publishing industry. In the interest of equity and con-
sistent with sound business procedure, this report assumes (a)
that each Class of mail and special service should pay substantially
the cost of its handling by the Postal Service and that second-class
matter should ultimately be placed on this basis and (b) that the
large subsidies accorded those who mail second-class matter, many
conducting profitable enterprises, are no longer necessary in the
interest of the public welfare.

{1]
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SECOND-CLASS MAIL MATTEL e

Scope of the Report

This Report regarding second-class mail matter, i.e. newspapory
and other periodicals qualifying for this classification, was under<
taken at the direction of former Postmaster General Frank, (.
Walker and carried to completion during the administration of
Postmaster General Robert E. Hannegan. The report has twa
major objectives: C

(a) To provide information to meet the suggestion of the Congreasional
Committee on Ways and Means in 1942 that consideratiop sbould be given to
bringing the rates of postage on second-class mail more closely in ling with
the cost of it handling,—this, as indicated by the Committee, being a matier
which had been the suhject of consideration and discuspion for many years
without remedial action and one which if corrected had poasibilities of large
savings to the Government and,

(b) To meet the requests of the House Committes on the Post Offics and
Post Roads for Information with respect to this class of mail, ’

Any reasonable compliance with these objectives requires at
least an examination of the major problems presented by second-
class mail matter, among which are present low rates of postage
with the large annual deficits resulting therefrom, inconsistencies
and differences in rates for the same type of mail matter handled
under not materially different conditions, difficulties presented by
way of classification and in administering the governing statytes,

_and abuses of permits under which it is mailed,

The large annual deficits on this class of mail over many years
have been a matter of serioys concern to Presidents, members
of Congress, postal executives and others in high public position;
also educators and business executives, in brief to those who have
been cognizant of the situation and have had the best interesis
of the public at heart. That these deficits have not heretofare
been the subject of substantial public criticism can be attributed
to the fact that the public at large has had little information
regarding their size, not only from the viewpoint of second-class
matter considered by itself, but when contrasted with the gub-
imntial excess of first-class mail revenues over expenses appor-

ionahle to that class of mail. For the fiscal year 1946 the second-
clasgs deficit was upwards of $116,000,000 and for the 16-year
period then ended these deficits aggregated $1,450,000,000,

" The serious character of these deficits is further emphasized
by the fact that they are incurred in large part in connection
with postal service performed for publications issued by enter-
prises operated on 8 commercial basis where the profit motiye
is not absent; and also that they are met from the excess of
revenues over expenditures contributed largely by senders:of firstn.
class mail (in connection with which the government haa .&a
monopoly and shauld not profit), or to the extent that available
firstclass or other revenues are inadequate, from funds jn the
United States Treasury supplied by taxpayers generally.

. As regards classification and administration, the act of Mar¢h
8, 1879 which established present second-class requirements is 8o
genera) in character, with terminology undefined, as to permit of
very broad interpretations of the purpose of the Congress regarda
ing this class of mail. The Postal Commission of 1906 described

(s)
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Total Seoond-Class Mail
[Includes Publishers’ and Transient Secand Claas and™* Free in County” Malling]

Revanues Xxpenditures®
Piscal Pleces Weight . Ezoess of Average | Average | Aversge | Aversge
Tour (number (pounds) m 3,‘ ) me:r of | expenditures '“;;“6 ‘!g:?u revenue | expense
Amomnt | ) clases | Amount | (P00 | OVerrevennes | o5 poand pace Ploce
of mail of mafl .
4,968, 371,363 | 1,659,957, 714 $30, 708, 810 Cenia Comis Cnis | Cents
Casares | Loerms | mamar| +of | URususl 160 momes| Le 1= ¥ 15
- €O 4008 | LAEMTIE | WSS | 44 P | 117 |- meseey| Y i 5 23
3,860, 405,020 | 991,340, 068 19, 837, 184
E 3,055 018,078 | 1,047, 487,273 WoLios| &3 Ru 113 e | 20 nw -5 1p
4, 137,843,379 | 1,141,229, 262 20, 075, 004 38 108, 523 841 7.3 26, 442, 637 ng e -4 4]
4,352, 640,000 | 1,236, 388, 016 984
fEE® tmRe RRS N | BBB R BmE 2| | m | iz
4377, 304,859 | 1, 356, 765, 600 A, 467, 440 3.8 14,075,718 | 16.9 8,008,278 | L& a4 & 261
10, 282,105 | 1,320, 813, 784 2, 929, 305 5
7008 | L3 ASVErs | o610 | a6 Hihge2l a2 Gmim| 1a Lo .36 238
%4177 | 1,400,872 186 %, T, 960 s 100,244,706 | 149 869,746 | L&z 7.75 . 2y
040,085 | 1,450, 950, R0 26, 793, 528 5
BE EER 3ER M | EEz om | emsl o o8| i
L5407 | 1,470 27,079 B, 47,012 2o 137,675,885 | 147 W8, 187,973 | 201 9.36 . 297
Totals _._.... 671, 863 | 20, 110, 258, 635 372,980,753 38 L, 3L, 813, 734 168 1,368, 32, o1 LS T ™ ™
.xm
“ o from cost ascertainment studies for the years listed. Dats for 143 partly sstimated dps to partial suspeoxian of cost ascertainmant tests,
Publishers’ Second-Class Mail
{Includes Newspspers and Perfodicals other than *“Free in County” Mailings]
Revenues Expenditures® N R A
Average verage Verage verage
Exocess of Tevenoe | expense | revenue | expense
Taalyw | gumln | Gowd Py Parentel | arpendinurs | “per? | gl | TR | e
Amount all classes Amount all classes pound pound piece Ppiece
of mail of mail
.10 e.65 2.47
503, 153, 271 509,326,382 | 29,085,756 e $111,421, 144 15.7] $82,355,388 185 N
4356, 058, tm,m.oso 25,060,850 | &4 114, 818, 326 1| sma4e| L8t L1 5 261
113,010,227 | 1,200, 182, 008 2,761, 031 42 118, ¢49, 017 16.3 3, 887, 988 i 9.62 .8
—
384 927, 515, 198 18, 761, 687 3.6 98, 704, 634 15.8 79, 942, 957 20 10. 64 5 285
; M4 m,&%m 18,972,755 3.8 90, 176, 221 16.0 70, 203, 468 2@ 819 .87 ;..&
e 338 | 1,072,032 912 18, 864, 089 4 97,353, 01 18.8 78, 488, 202 117 8.08 .51 [}
7,811 | - 20,049,350 25 103, 460, 068 156 82,810,718 178 8% .5 2.65
50 :’.%%,m %u&m 36 104, 390, 197 155 81, 242, 008 180 813 .gz %:
178 | 1,280, 907,041 B, 144, 787 36 104, 807, 149 1558 81, 662, 362 181 818 .
: 263
342,508 | 1,246, 784, TB4 2, 571,085 34 102, 390, 834 109 , 819, 750 18 2 .58
1, 976, 254 186 23, 668, 192 25 102, 202, 443 5 8, 534, 251 ] 7.80 .87 246
:}gx.m&«e tﬁﬁm 24, 300, 630 H Y 101, 262, 586 128 76, 952, 956 18 1.5 .88 24
a3 168, 116 13 104, 654, 685 13.8 9, 436, 550 18 1.62 .60 251
tﬁﬁ'g tumgg%w %5&7& 32 118, 805, 379 142 91, £39, 626 L8 [ &< .62 27
€ 219,519,356 | 1,385 951, 476 28, 882, 158 28 1277, 21, 25 13.8 100, 439, 067 194 %18 .64 £y
Totals. . ...... 00, 582, 604, 355 | 18,968, 228,363 | 350,773,198 36 1, 506, 887, 179 15.0 | 1,346 113,981 L8 L4 - .58 264

*Expenditures taken from cost ascertainment studies for the years listed. Data for 1943 partly estimated dus 1o partial suspension of cost ascertainment tests.
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Fifteen-ypar Summary (Approzimate) of P i
‘ 1030-1944 inclulzc.o oatal Oporations
A. Excess of Revenues over Expenditures from—

First-class mail i
. Firatclass mall:f:c?lpt local deilvery letters ... $1,441,000,000

delivery letters 876,000,000

Total
ggital iL"mvings . 1,8;;.383.888
or items 92,000,000
Total $1,986,000,000
e —

B. Exceass of Expenditures over Revenues from—

S
Tﬁstﬁgs nx:‘q;]il. excluding “free in county” service.... $1,244,000,000

Fourth-class mail, including Books and 03/000,000
Forelgn mail, other than Alr Maj- oo 8= 180,000,000
8pecial services—excluding Postal Savings oo __ 804:000:000
Total 2,3917,000,000
Air Mail, Domestic and Foreign ** 115,000,000
»
Total—Revenue producing services
Freeo services, including “free in county” e oo _____ 2’2’%:888:888
Total $2,936,000,000 .

C. Postal Deficit for period met from U. S. Treasury funds__.. § 949,000,000

. : '
gﬁ:c ‘l):l 1&:;‘:1 :ef. .revenue and expenss not assignable to classes of mail and

ese services are at present self-sustaining.

[16]

Principal Rate Changes since 187

The act of Mzxch 8, 1879 established a rate for second-class
matter of 2 cents per pound or fraction thereof for other than
(a) “free in county” service and (b) for newspapers (other than
weeklies) and periodicals deposited in a letter carrier office for
delivery by its carriers. In the case of (b) the rate was 1 cent
per copy except for periodicals exceeding 2 ounces in weight for
which the rate was 2 cents per copy.

The act of March 8, 1886 reduced the 2-cent per pound rate
to 1 cent. .

The act of October 8, 1917 changed materially the second-class
rate structure but did not increase the average revenue per pound
much beyond 2 cents—the rate established in 1879, Along with
other changes it established a rate for the “reading’s matter
portion of publications and placed rates on the “advertising”
portion on a zone basis, the zone limits being the same as thosa
eatablished in 1918 for fourth-class mail. This act fixed the ratea
of postage on publications entered as second-class matter (includ-
ing sample copies to the extent of 10 per centum of the weight
of copies mailed to subscribers during the calendar year) when
gent by the publisher thereof from the post office of publication
or other post office, or when sent by a newa agent to actual sub-
geribers thereto, or to other news agents for the purpose of sale,
88 follows:

(a) For the portion of such publication devoted to matter other than ad-
vertisements the rate established was—

(1) On and after July 1, 1918, and until July 1, 1918, 1% cents per
pound or fraction thereof; .
(2) On and after July 1, 1919, 1% cents per pound or fraction thereof..

(b) For the portion of such publication devoted to advertisements the

rates per pound or fraction thereof for delivery within the several zqnea
applicable to fourth-class matter were to be: '

Date ofloctive
For dalivery within—

7-1-18 1-1-19 7 1-1-20 *-1-a1
Centa Cents Oty
1 13 1 2
1 P 3 ]

3 [ ]
H 34 4 4
q 4 8 Y
8 1 14
e 84 b 1o

- When the space devoted to advertisements did not exceed 6 per centum
of the total space, the rate of postage was to be the same as if the whole of
such publication were devoted to matter other than advertisements. .

This act further provided— '

(2) That where the total weight of any one edition or issue of any pub-
lication mailed to any one zone did not exceed 1 pound the rate of postage
should be 1 cent; also that the zone ratea provided should relgte to the eptire
bulk mailed to any one zone and not to individually addreuec? ackages.

(b) That in the case of newspapers and periodicals entitied to be entered
as second-clads matter and maintained by and in the interest of religious,
educational, scientific, philanthropic, agricultural, labor, or fraternal organi-
zations or associations, not organized for profit and none of the net income
of which inured to the benefit of any private stockholder or individual, the

(17}
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The Present Second-Class Rate Spru.

, : The present second-class rate structure, particularly the portion
thereof applicable to publishers’ domestic mail, is highly com-
plicated. Changes and modifications over the years have added
to this situation. The structure presents inconsistencies which
are in violation of sound and logical rate making principles.
Different rates are charged for substantially similar services
and different services are performed at the same rates. It also
contains illqgical as well as grossly inadequate rates and is clearly
responsible for the large annually recurring and increasing def-
cits on this class of mail. A revision of the structure in the
' “interest of consistency, simplification, economy of operation, and

“ reduced deficits appears highly desirable. For that purpose, which

_ calls for an adeauate conception of its character and the objec-

answmee , Wﬂ& to it, a more detailed description of some of its deficienciea
ollows :

Postage on second-class matter is now collected, with minor

exceptions, on a “pound” or weight basis. This procedure does

‘ot give proper consideration to the number of pieces which must

be handled and delivered for a given amount of postage since in
the case of very small publications many pieces are handled for
. as little as one cent. To correct this situation publishers’ second-
class rates should logically be comprised of two parts, a “piece”
rate for each piece supplemented by a “pound” rate, on bulk
weight graduated by zones for all except possibly the matter
mailed for delivery within the county of publication at offices
which have no carrier or rural delivery service. With such a rate
structure “piece” rates would be effective in meeting the postage
problem presented by the smaller weight pieces while the “pound”
rates would more effectively cover the heavier weight pieces and
the distance hauled. Pieces are now recognized only in the *“per
! copy”’ charges applicable to publications, other than “weeklies”
f addressed for delivery locally by city or village carriers and to
some extent in the “multiple” rates which apply on deliveries
outside the county of publication. “Per copy” rates apply only
to a very limited portion of the second-class mail.

The county is the initial unit established by postal statutes for
second-class matter and charges within the county are related
to frequency of issue and to some extent to the method of delivery.
When the publication must be carried beyond the county in which
it is printed and published, a different rate procedure obtains and
the method of delivery and the frequency of issue do mnot affect
the charge. The tabulation which follows shows present rates—
(1), the rates within the county, and (II) those applicable outside

the county of publication.
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Addressed fon Delivery Within the County
(a) At Local Office Rot
, Method of Delivery )
At post offices not having city or village carrier service.. Free
A{ post offices having city or village carrier service—for
(li.tie::verle: qﬂxiade b(t)hcrefrom by rural or star route car-
eI post office box, or general delivery..._.__.____. -
By “?quor viglnze carrier':! 8l delivery. oo 1¢ per pound
eekly publications — .. ___________________ 1
Publications issued more frequently than weekly___._. 1: 33 (?(?}I)‘;] d

. Publications issued less f
' 3 ounces or leas 88 frequently than weekly,

J— ~ 14 per copy -
aver 2 ounces., :
(b) At Other than Local Office -+ 2 per copy
gost offices not having city or village carrier service.... Free
« Post offices having city oy village carrier service.______. 1¢ per pound -
II. .Addressed for Delivery Outside the County ¢

For these deliveries the method of delivery and f
publication are not factors in charges for post&,ge, requency of

Rate
: Type of Content ’.:”‘:-d
.{a) Reading portions of publications taini P
. percent of advertising » comaTming I:?T?in_f 1%
I, (bl) Advertising -portions of pub- ___._______________ zf—'—lz” 1%
ieations containing more than ____.__.____________ 3 2
6 percent of advertising and 4 3
not exempted from zpne rates b 4
) , . 6 b
. ‘ 7 8
(c) Publications containing not more than 5 percent of ad- !
vertising 1%

(d) Publications issued b igi

’ _educatioﬁtaal,ozzl'enst‘ifgc, p);lil.a':l(:hmp::e li::fcrlfﬁt:raﬂf lr:!l:ogx'mt:)s::
‘ Whtrnt:;nal organizations or associations not organize’d for p;-oﬁt 1%

en the number of individually addressed copies or pack

of second-class matter sent outside the county gf publilc);ltio;g?:
more than 32, the. schedule of “multiple” rates established in
1928 (see page 18) is applied. When the total weight of any one
:g;uggcgdlssue of ar‘xiy &Ubhcgtio'} mailed to any one zone does
n xceed one pound, the rate of postage is
.m'It‘xllltlpl;a ra}es do not, apply. postag one cent and the

e “free in county” privilege provided in 1851 is a
only to mail addressed for delivery within the county inccv%ggg
the newspaper or periodical is printed and published and then
only at offices where city or village letter carrier service has not
been provided. This prwxlege is also extended to deliveries from
gggﬁl (;'T:t;egs byhzii li'ural de%wgry carrier but not to deliveries on
! e3 which emanate from post i i
vu'llthge delivery servios post offices which have city or

e “per copy” rates apply principally for deliver '
local office, that is, the office of mailing, and then oxﬂyagv}fg:
delivery is made by city or village carrier. The “per copy” rates
do not apply to deliveries made by rural carriers and also do not
apply to publications which are issued weekly. The “per copy”
rate, when applicable, is 1 cent per copy, regardless of weight, for
p.ubllc.atxons issued more frequently than weekly, but for pub’lica-
tions issued less frequently than weekly the rate is 1 cent for those

991

weighing not over 2 ounces and 2 cents for thos .«ng mMore
than 2 ounces. .

The 1 cent “per pound” rate applies to all mat... for dellvery
within the county which is not accorded the “free in county’
privilege and to which the “per copy” rates, above mentioned,

do not apply, namely:

Weekly publications (newspapers and other) addressed for local delivery
at letter carrier offices.

All publications addressed for local delivery at letter carrier offices {f de-
livery is made by other means than by city or village carrier.

All publications addressed to other offices in the county where lotter carrier
service has been established.

Publications originally entered within the county but which may not be
printed or published in whole or in part therein.

Publications, except as noted below, addressed for delivery
outside the county in which they are mailed are charged the rate
of 114 cents per pound for the portions devoted to reading matter,
other than advertising, while zone rates ranging from 114 cents
per pound for the first and second zones to 7 cents for the eighth
zone are applied to the advertising portion. Publications con-
taining not over 6 percent of advertising matter are treated as
if their entire contents were “reading” matter and are charged
the rate of 114 cents per pound regardlessof the zone of delivery.
Publications maintained by and in the interests of religious, edu-
cational, scienuiic, philanthropig, agricultural, labor or fraternal
organizations or associations not organized for profit are “exempt”
from zone rates an the advertising portions and pay the rate of
114, cents per pound on their entire contents.

é‘here follow analyses in greater detail of “multiple”, “‘exempt”
and “free in county’ mailings:

“Multiple” Rates

“Multiple” rates provide that when the number of individually
addressed copies or packages of second-class matter sent outsids .
the county of publication is more than 32 and not in excess of
48 to the pound, double the regular rate shall be charged; when
there are more than 48 and not more than 64, three times the
regular rate shall be required, and for each additional 16 indi~
vidually addressed copies or packages to the pound over 64 there
shall be a corresponding increase over the regular rate. These
rates do not apply to the large volume of small weight mailings
for local delivery to points within the county of publication,
They are accordingly but a very limited recognition of the addi-
tional expense incurred when there are numerous pieces (in
excess of 32) to the pound. The piece content per pound has been
fixed so high that these rates now return only about $30,000 of
additional postal revenue annually. Of the pieces of second-class
mail handled about 526,000,000, or upwards of 12%, do not exceed
1 ounce in weight, that is, 16 or more pieces to the pound.

It is questionable whether the additional revenue of $30,000
is sufficient to warrant the work required in the administration
of this statutory requirement. The rates are, however, sound
in principle since they recognize, however slight the benefit, that
second-class mail is necessarily handled and delivered by the piece,
and not by the pound, and that more postage should be paid as the
number of pieces to the pound increases. Nevertheleas gven after
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pound rates have been doubled, tripled, or quadrupler
,age per piece is still but a small fraction of g cent.ple

Lhe two tables following show the results obtained after appiy-
ing the rates to the average number of pieces in each bracket of
a muitiple rate schedule up to 112 pieces to the pound.

The first table is applicable to second-class matter of any type
addressed to the first and -second zones, to publications exempt
Irom zone rates on the advertising portions and to those contain-
ing b percent or less advertising addressed to all zones.

Averaga places o pound Baserals | Multiplerate | Postage per | IJumberof
po per pound per pound pla‘cepe Ploces for 1
of postage
1 8¢ 075¢ 13
1 44 0u0¢ 12
1 [ 08¢ 12
1 1344 0854 12
1 o 087¢ 12

The second table is applicable to zone rate publication in-
ing 40 percent of advertising and addressedpto the eig?ltcl:“;t:lig :
R .

Av to pound Basorats | Multiple rate | Postage per Number of
orags pleces to po per pound per pound ploce p‘f“’c‘f‘:‘{‘z:‘
374 7.4 .1
3.7 . 1¢ . 13‘3‘ 508
3.7 14.8¢ . 2004 4.85
3.7 18.5¢ L2104 4,76
R ! 2y .23 400

It is apparent from these tables that even after the basic rates
have been increased 6 times, the postage received for a single
piece is very low and many pieces are distributed, transported
and delivered for a single cent of revenue. Throughout the first
table, the postage per piece is less than Lioth of a cent. A large

" portion of the mail to which multiple rates are applicable is

destined to the first and second zone. In the second table, th
postage per piece is higher, but still very low despite the fac% tfla‘z

- 8 haul of more than 1,800 miles is involved in every case. Yet even

with this haul, the postage per piece is less than 1/th of
Examination of multiple rate madlings at New /im'ork C?t; efl¢l>tx:
the fiscal year 1942 showed 61,879 pounds containing 8,282,366
Dieces, an average of 63 pieces to the pound. The postage at base
rates would have amounted to $968.00 but this was raised to

- $2,811.00 by the application of multiple rates. Nevertheless, the

average postage per piece was only about 9/100 of a cent i
meant that more than 11 pieces were handled and delivei':thtl'glx}
one cent of postage. As regards mailings by these same publica-
tions for delivery within the county, to which the multiple rates
did not apply, there were 9,388 pounds containing 520,010 pieces,
;gsf:eraogée $(§f4 gg pieces to the pound. The mailings bore total
ge .00, or an average postage per pi i-
m%tpl)flw/loo of a cent. 8 per plece of approxi
imilar examjnations were made of mailings for the Decemb
quarter, 1944 at Atlanta and Minneapolis covering 52 pulr)?icil-.

[2]
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tions, The combined mailings of these publicat’ g that
period subject to multiple rates comprised 24 ~ieces, an
average of 6b pieces to the potind, for which the pu..age amounted
to $199.00, or about 7/100 of a cent per piece, About 13 pieces were
handled for 1 cent postage. For mailing 465,600 plecea_of the
same publications, delivered within the county of publication,
about 66 pieces were handled for 1 cent of postage. )

Until the individually addressed piece, which is a major factor
in postal costs, is definitely recognized in second-class rates, there
is no hope for any improvement in revenue approximating a
substantial portjon of the cost of the service rendered. The answer
as regards this type of mail, as for all other second-class matter,
lies in combined “piece” and “pound” rates proportioned fairly
to the expense incurred by the Postal Service. Their establish-
ment would lay the groundwork for correction of the highly
unsatisfactory conditions now existing in this type of mail matter.
Under such a system the present multiple rates would have no
place.

“Exe;npt" or “Special Rate” Second-Class Mail.

The act of October 8, 1917 provided that the rate of postaga °
on publications maintained by and in the interests of religious,
educational, scientific, philanthropic, agricultural, labor or fra-
ternal organizations or associations, not organized for profit and
none of the net income of which inured to the benefit of any
private stockholder or individual, should be 114 cents per pound
regardless of advertising content. The effect of this act was to
exempt from 77ne rates the advertising portions of such publica-
tions—commonly designated as “exempt” or “special-rate.” Two
increases in the rate have been made since 1917. The present rate
is 11% cents per pound and applies only outside the county of pub-
lication. Within the county, rates applicable to other second-clasg
matter obtain. In September 1944, there were 4,600 such publica-
tions, including mailings of news agents.

The 1917 act did not govern admittance to second class but
merely established rates. Publications exempted from zone rates
by this act had previously been admitted, if qualified, to second-
class privileges under the basic act of March 8, 1879, or under
the special acts of July 16, 1894 or August 24, 1912. The special
acts, in 1894 and 1912, provided for admission to second class
under certain conditions, of the publications of benevolent or
fraternal societies; trades-unions; professional, literary, historical
or scientific societies; State boards of health; institutions of
learning; State boards or departments of public charities and
corrections; -

For the fiscal year ended June 80, 1944, the Division of Cost
Ascertainment developed the following data for “exempt” mail-
ings presented for distribution within and outside the county:

Revenues —— $ 2,114,000
Cost (computed) 20,250,000
Pounds 131,215,000
Pieces 806,900,000
Coples 987,169,000

[25)



cost of handling, transporting and delivering these publica-
during the same period was 914 times the postage and com-
paratively much greater than on zone rate publications,

These mailings contributed 7.8 percent of the total publishers’
second-class revenue, 9.0 percent of the weight, 17.6 percent of
the pieces, and 16.8 percent of the copies. Average revenue per
pound was 1.6 cents compared with 1.9 cents, average revenue per

iece was .26 of a cent as compared with .69 of a cent and average

(%;eright per piece was 2.6 ounces as compared with about b ounces,
all publications. The average haul of approximately 780 miles,
a distance greater than for other pound-rate matter, is doubtless
accounted for in part by the fact that the rate charged is uniform
regardless of distance. Thg number of pieces to the pound is about
twice that for other second-class matter, while the average revenue
per piece is less than one-half as much. While zone-rate publica-
tions may be confined in some cases to nearby circulation because
of the higher rates on advertising matler to distant points, this
jtuation is not a consideration in the case of “exempt” publica-
tions. The “exempt” rate of 114 cents per pound permits numerous
ieces to be sent to the most distant point for a single cent, regard-
ess of advertising content. Publishers of zone-rate: publications
plain that the large number of pleces of “exempt” publjcations
carried at the low rate constitutes a heavy burden on the postal
service, to the disadvantage of other second-class publications
more nearly paying their way.

The 4,600 “exempt”’ publications for the September quarter,

1944, comprised the following:

Agricultural —___._...____. 201  Philanthropic weeoeeee_ .. 104 -

Educational o 1,608 Religious oo 1,690
Fraternal oo 878 News Agents ________________ 66
Labor 114 Miscellaneous weeoeecaeeee o 118
Scientific - ccno e 228

These represent nearly one-fifth of all second-class publications.
Many publications, including religious, educational and philan-
thropic, entitled by their character to this special classification,
have not applied for it and are thus not included in this “exe.npt”
group. When the advertising content is small or their principal
circulation is in the first and second zones, or both, they now nay
only 1% cents per pound, and thus would derive little or no benefit
from the “exempt” classification.
Some “exempt”’ publications carry advertising, and it is esti-
mated that during the fiscal year 1944 about $350,000 additignal
stage might have been collected if the advertising portions had
n subject to zone rates. . :
The requirement that none of the net income of the organiza:
tions or associations in the ‘“‘exempt” group may inure to the
benefit of any private individual is no assurance that such an
organization is not conducted for the personal benefit of those op-
erating it, even though performing a useful and beneficial service.
Many persons or groups are benefited by the exemption from
zone rates granted these “exempt” publications without apparent
justification therefor. Fraternal insurance societies may in fact
be large “business” concerns, and while dg.acnbing themselves as
fraternal or benevolent their dealings with members are on a

£26]

strictly contract basia. If the member fails to pay assessn.....s he
will generally not benefit should the need arise. In fact these so-
cietics are not materially different from ordinary business con-
cerns of similar type. In these and similar organizations the offi-
cers or promoters may continue in charge year after year at
substantial emolument.

Trade and professional journals circulated among engineers,
doctors, plumbers, train dispatchers, or dairymen, for example,
may enjoy the preferential rate if these journals are publications
of scientific or agricultural societies or labor organizatiopg, while
at the same time a serious inconsistency exists in :
publications distributed in the interests of other, but pok.gk
rially unrelated, fields of activity serving a generallp ; jll!’
pose, can not qualify for the preferential rate sincy 1P no
publications of an organization or association now exemptad by
postal statutes. Physicians, engineers, chemists, farmers, and
members of lodges or trades-unions, are in general, able to pay
reasonable rates of postage and there appears to be no sound
reason for “exempt” or “special” rates as far reaching in scope
as at present.

The wide dissemination of current intelligence has been put
forward as a justification for low postage rates on this as well as
on other types of second-class matter. These rates however, have
been 80 low over the years as to recover only a minor part of the
handling and transportation costs. It would appear logical, there-
fore, that for the most part these “‘exempt” publications should be

placed on a zone rate basis and required to make a larger contribu-

tion to postal revenues than at present. If the policy of granting
referential treatment to certain “non-profit’ publications is to
e continued, it should preferably not be granted to any publica-
tion with an advertising content in excess of, say, 50 per cent and
be confined to the following: .

Religious publications;

Publications of definitely I)hillnthropic and charitable bodies organized
prh:nutiily for the purpose of extending such service beyond their own or-
ganizations;

Official publications and bulletins of educationsl institutions (other than
of a strictly private charuciwi) for which the authorities of the institution
assume full responsibility, not including those of students or any which are
not a definite &srt of the educationsl groznm: and

Oficial bulletins and publicatisns of State boards or departments of health,
public charities, cor ons, and agriculture. -

.

|

The adoption of such a policy would mean withdrawal of the
special rate preference from periodicals published by agricultural,
labor, fraternal and scientific organizations or associations, which
is now accorded on the assumption that they are “not organizi
for profit.”” While such & policy would undoubtedly incur consi
erable opposition, a fair analysis fails to disclose a basis for con-
tinuing this preferential status to organizations where the benefit
derived therefrom goes Brimarily to special groups. Agricultural
publications distributed by organizations of farmers, even though
such organizations may not make a “profit,” are for the benefit
and financial advantage of the members making up that group,
and only indirectly for the public as a whole. The publications of
labor qrganizations are devoted primarily to furthering the inter-
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.aalysis of Second-Class Poundage Handled and Postage
Collected thereon during the fiscal year 1944

The tabulation which follows summarizes the approximate
pounds mailed and postage collected in the fiscal year 1944 from
each of the types of second-class mail which have been described.
The data are exclusive of “transient” second-class mail.

Delivery within county Pounds Postege
“ " 68,760,000  ..........
Al‘;rfg mrcgf-r-l-t!' 69,960,000 § eso,oog
At 1¢ and 2¢ per cOPY- oo mee 28,670,000 1,142,00

Total—within county ... uuemesaveny 157,870,000 1,841,000
Delivery outside of county of publication
Zone rate publications (per pound) read-

ing portions (1%€) oo maoaen 578,340,000 8,727,000
Advertising portions
1st and 2gn zones (1%¢)  ocoocema o 236,020,000 8,543.383
3rd zone (2¢). - 86,380,000 1,733,
4th zone (8¢) oo emecceaeee 617,670,000 2,036,000
bSth zone (4¢) oo e 50,630,000 2,032,000
6th zone (65¢).--- 17,940,000 900,000
7th zone (6¢). v 17,600,000 1,059,000
B8th zone 27‘)--__ 28,460,000 1,997,000
Total advertising . oooocaeeeeaee 603,690,000 18,308,000
Total zone rate 1,082,080,000 22,030,000
i ! dvertisin
Pu(blhg;“?)z: ;lg;‘:ldg?:-:’i-_ef_‘_.‘_ _________ ? 86,340,000 $ 1,303,000
“" ) l r
Epf)eu'?lﬁlj from zone rates (%4 pe 127,070,000 , 1,912,000
Total outside county___ oo 1,295,440,000 26,246,000
Deduc(t), llFo‘;ei(m at pound rates_..____.__. 8,110,000 279,000
Total domestic—outside county....... 1,287,330,000 24,966,000

From these data it may be noted that during the fiscal year
1944 the “reading” portion of zone rate publications,—newspapers
and periodicals—comprised overall about 53% and advertising
matter about 47% of the weight of such publications. The con-
tribution to postal revenues of these two types of matter, reading
and advertising, was about 40% and 60%, respectively. However,
no additional revenue over that derived from rea@lr}g matter was
received from nearly one-half of the total advertising content of
publications since it was delivered within the first and second

. zones where the pound rate, 114 cents, is the same as for the_reud-
ing portion. For delivery beyond these zones of the remainder,
approximately 68% of the total advertising portion, carried at
rates ranging from 2 to 7 cents per pound, only about $6,700,000
additional revenue was collected. It cannot be said therefore, that
the zoning of the advertising portion of publications in 1918 was
of any substantial assistance in disposing of the annually recur-
ring second-class deficit, and especially not after the July 1, 1934
reduction in rates (see page 19). The adoption of zone rates for
the advertising portion, together with the flat increase in the rate
for the reading portion now accom lis}}es but little more than to
remove the bad effects from the reduction in 1885—from 2 cents
to 1 cent per pound—of the second-class rate.
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The average charge now collected on the advertising portion of
8econd-class zone rate publications is 2.6 cents per pound. With
the reading portion carried at 1.5 cents per pound, there was
realized during the fiscal year 1944 a composite revenue on the
two types of matter of 1.94 cents as contrasted with about 2 cents
per pound in 1880 when there was very little city delivery service
and no rural delivery and the dollar had a greater purchasing
power than at present. ‘

While comparisons of average rates per pqund are of limited
value in arriving at rates for specific types of mail they are never-
theless of value in showing inconsistencies in overall charges for
the several classes of mail. For example, the average revenue per

. pound from first-class mail during the fiscal year 1944 was $1.12

as contrasted with approximately $0.02 per pound for second-class
mail, or about 56 times as large. While it must be, and has been,
recognized that the two classes of mail are entirely different in
character and that second-class mail should not be handled in the
mails at first-class rates, yet giving full recognition to its character
and the difference in handling costs, the differential of $1.10 per
pound is entirely too large. It emphasizes the present unjustifiedly
low second-class rates and gives some indication of the subsidy
accorded second-class mail.

A further comparison may be made with third-class rates which
now yield about $0.20 per pound, (but should yield about $0.28 to
be self-sustaining). Much of third-class mail, except for the fact
that pieces are limited to 8 ounces, is not materially different in
character from mail matter accorded the second-class privilege.

In Appendix “A” is included an analysis of second-class publi-
cations by types, number with related weights, average advertis-
ing content and postage paid, for the September quarter, 1944.
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Additipnal Entries for Second-Class Mailings

The act of October 3, 1917, establishing zone rates on advertis-
ing content of publications provided for acceptance of second-
class matter from publishers or news agents at (a) the post office
of publication or (b) other post office. The words “other post
office” constitute the legal authority for the granting of additional
entries. The act of July 7, 1932, provided a fee of $10 to be paid
in connection with the request of a publisher for an additional
entry. Upon receipt of application for an additional entry the
Third Assistant Postmaster General determines whether the office
in question is so located as to avoid excessive transfer_ or “back-
haul” of mail, and has not been selected near a large city for the
purpose of avoiding payment of *‘per copy” rates for deliveries in
that city. The Department as a mutual convenience permits pub-
lishers to use mail bags for freight shipments to additional entry
points if the contents are for mailing at those points, but not for
portions of the freight shipments distributed outside of the mafls.

Additional entries have been of greatest value to the larger
periodical publications, thus making possible the shipment of their
product by freight, truck or water routes to distant points for
distribution by the Postal Service. They thereby obtain lower
rates of postage on the advertising portions thereof than would

be paid if sent from the office of publication. Such & business pro- -

cedure is not subject to criticism.

On September 12, 1945 there wer? in force 606 additional entries
granted 416 publications. Of these 890 publications had additional
entry at only one office other than that of publication and for mpst
of them the additional entry was obtained because of the location
‘in different cities of the business offices and the prin.ti_ng and ma_il-
ing office. The remaining 26 publications had additional entries
at 2 or more offices. Of these, each of 3 nationally known maga-
zines had 23 additional entry points, one had 20, one had 19, one
. had 11, and the other 20 had 10 or less, )

Publishers using additional entry offices are required to mail
at each office the copies addressed for local delivery therefrom.
In the case of publications other than weeklies, an appreciable
but undetermined amount of revenue is realized from postage at
“per copy” rates on these local mailings. On the local mmllng& of
weeklies the rate of 114 cents per pound is charged. For mailings
other than local, zone rates are charged, and the “free in county”
privilege, with its related 1-cent per pound rate for delivery at
offices having village or city carrier service, does not apply.

There are instances involving very long hauls from the office of
publication, where the post office derives some benefit from these
additional entries. For example, a study made of the malhngs for
the year 1941 by a large nationally distributed magazine making
the greatest use of the additional entry privilege shows that the
publisher paid about $371,600 postage on mailings at the office of

publication, and $608,600 on mailings at upwards of 20 additional -

entry offices, a total of $980,100 for the year, Had all mailings been
made at the publication office, about $568,000 additional postage
would have been paid, making a total of $1,648,100 of postage on

(s8]

these mailings. The Postal Service would have realiz. ,008,000
additional postage, but it would have been required to pay to rail-
road companies approximately $719,000 to transport this addi-
tional matter from the publication office to the delivery areas. The
Department in this instance saved about $1561,000 as the overall
result of the use of additional entry offices. However, on mailings
of this type at six of the entry points nearest the office of publica-
tion, there was a net loss to the Department of about $8,000.

Whether the Postal Service derives any benefit or loses from
adghtmnal entries depends generally upon the haul from the
office of original entry to the office of additional entry and also
upon the relative location of the additional entry office within a
zone. These factors in turn determine the cost of storage space
on cars and also to a considerable extent the rate of postage on
the advertising portions of publications. Each such case, however,
presents an individual problem.

The Postal Service is not concerned with the financial benefits
derived by the publication from the use of additional entry offices.
However, it may be stated that in the case of the publication
referred to above the practice reduced its average postage per
pound from 2.62 cents to 1.66 cents, out of which saving it paid
freight, as well as loading, unloading and trucking costs. There
was also some advantage from carload freight rates in connection
with shipments of newsdealers bundles intended for delivery out-
side the mails.

The use of additional entry offices to reduce postage costs, never-
theless, illustrates a situation which is of more than passing
interest to the Postal Service, namely, that the larger publishers
and many other users of the service are interested in mail service
only to the extent that it is to their advantage to use it and they
will doubtless make less use of that service when and if cheaper
or more favorable means of transporting and distributing their
product become available. There has been a definite tendency in
this respect over the years and with competition from private
trucking and delivery services in the post war period and com-
petition between publishers to speed delivery, or from programs
to reduce costs, this trend toward the use of other media for get-
ting publications to their readers will doubtless intensify. One
may well ask, therefore, whether under these competitive condi-
tions there is not a real justification for the Postal Service ‘receiv-
ing for the service remaining for it to perform, a greater portion
of its cost than at present, if not the full cost, since other distri-
butors are presumably paid at least their cost.

For some years prior to 1921, the Post Office Department
operated a “blue-tag” service under which it shipped periodicals
by fast freight from the office of entry to distant distrihution
points. The Department thereby saved the difference between (a)
the costs incurred in shipping by freight and (b) the costs of
transporting in railway post office or storage cars. There was
some dissatisfaction with this service, publishers complaining
that shipment of their publications by freight compelled them
to close their forms too early and that this resulted in loss of
advertising with a time value. At the same time it was difficult
to obtain the full cooperation of publishers in mailing sufficiently
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¢ .0 assure delivery on the desired date. After the zoning of
secund-class matter some publishers, through increased use of
the additional entry privilege, provided a generally similar service
for themselves. With little demand for the “blue-tag” service
offered by the Department, it was discontinued.

[40]

“Transient” Second Class

The rate of postage on publications entered as Second-Class
matter, when sent by others than the publisher or news agent,
is 1 cent for each 2 ounces or fraction thereof regardless of
distance carried, except when postage at the rates prescribed for
fourth-class matter is lower, in which case the latter rates apply.
This charge is commonly referred to as the “transient” rate and
matter so mailed as “transient” matter. Sample copies in excess
of the 10 percent, permitted by law to be sent at pound rates,
mailed by publishers and copies mailed by publishers to persons
not properly includable in tge legitimate list of subscribers, are
subject to the “‘transient” rate.

This charge is computed on each individually addressed copy,
or package of unaddressed copies, and not on the aggregate weight
of shipments as in the case of publishers’ pound-rate matter.
Partial or incomplete copies of publications are not accepted at
the “transient” rate, but take the third- or fourth-class rate,
whichever is applicable.

The cost ascertainment studies for the fiscal year 1944 show the
following informalion regarding “transient” second-class matter:

Number of pounds ... ... 25,681,000
Number of pieces —. .. .. . 74,632,000
Average weight per piece._________________________ 6.6 ounces
Revenue per piece. . __________ 3.5 cents
Expense per piece_ .. .o 3.7 cents
Total revenue .. 2,636,000
Expenditures ... ... —ee- $2,740,000

Deficit $ 104,000

Similar studies for some years past have indicated a small
profit froim “transient” second-class mail handled by the Postal
Service. A more comprehensive analysis made during 1944 regard-
ing the cost factors involved in handling this type of mail, largely
by the piece, in contrast with second-class matter mailed by
publishers in bulk has resulted in assigning to “transient’ mail
a slightly larger share of the originating office expense than in
the past with the result that a small deficit rather than a profit
is now shown. ‘

No information is available as to the number of “transient”
pieces in the several weight brackets, that is, the number weigh-
ing less than 2 ounces, between 2 and 4 ounces, and so on. The
average expense per piece, 3.7 cents, is an average for all such
mailings. The low rate of 1 cent for the initial 2 ounces is obviously
less than the cost of handling. Cost ascerlainment studies show
for first-class mail, an average weight per piece of .4 of an
ounce, with an average expense per piece of about 1.80 cents;
and for third-class mail, an average weight per piece of 1.15
ounces with an average expense per piece of 1.99 cents. The
average haul of “trapsient” matter, about 900 miles, is con-
siderably greater than for the first- and third-class, as well as
for other types of second-class mail. The character of the average
“transient” piece is such as to present a cost of distribution_
definitely in excess of that for matter of the first- and third-class
and the loss on this type of mail matter may doubtless be attri-
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o pieces that weigh not to exceed 2 ounces and produce

¢ cent of postage. .
weveral alternatives are possible to place “transient’ mail on
a substantially self-sustaining basis: (a) transfer this type 9f
matter to third class and apply rates for that class; (b) retain
the present classification and charge 2 cents for the first 2 ounces
and 1 cent for each additional 2 ounces; or (c) charge u rote of
2 cenls for Lhe flrst 4 ounces or fraciion theveof, and 1 cent for

each additional 2 ounces which would assure fully the recovery
of cost. However, in consideration of the comparatively sligzht
annual loss on this type of mail, a change in rates thereon at
this time is not of material importance.

Identical charge for Advertising and Reading Portions of
Second-Class Publications

The act of March 3, 1879 provided that nothing contained
therein should be so construed as to admit to the second class
rate regular “publications designed primarily for advertisin
purposes.” That act, however, neither defined what constitute
a “publication designed primarily for advertising purposes,” nor
what advertising content made it such a publication. The inter-
pretation of this provision accordingly became a responsibility
of the Post Office Departrient where there were differences of
opinion but génerally liberal construction i{n favor of granting
the second-class privilege, if some support could be found therefor
in the reading content. In certain instances the second-class
privilege is now enjoyed by publications containing upwards of
70% of advertising matter, _

Since July 1, 1918 4 flat rate has been applied to the “reading”’
portion and a separate set of rates to the “advertising” portion
of second-class publications addressed for delivery outside the
county of publication. The flat rate on the “reading” portion is
now 114 cents per pound. For the first and second zones the rate
for ‘“‘advertising’” portions is also 114 cents per pound, but for
all other zones the rates charged for this type of matter are
higher, ranging from 2 cents per pound for the third zone to 7
cents per pound for the eighth zone. Newspapers and periodicals
maintained by and in the interests of religious, educational, scien-
tific, philanthropic, agricultural, labor or fraternal organizations
or associations not organized for profit are exempt from zone
rates on their advertising portions and such publications are
handled in the mails at the flat rate of 114 cents per pound.

The higher rate for the advertising portion of publications was
doubtless based to some extent on the premise that such matter
produced greater revenue for, and was more profitable to, the
publisher, thus giving him “better ability to pay.” This is
neither the rate philosophy established by Congress for fourth-
class mail in the act of May 29, 1928, nor should it be the rate
policy for any class of mail. To some extent also the publication
of advertising matter has been viewed as being to a greater
degree than the reading matter a “business’ undertaking by the
publisher. When all pertinent facts are considered there is but
little basis for this assumption. -

The Post Office Department’'s primary responsibility is to
receive, transport and deliver second-class publications presented
to it for handling. Beyond assuring itself that publications
so presented meet second-class mailing requirements; contain
nothing scurrilous, obscene, seditious, or are otherwise debarred
by Congress from the mail and are in the class, even though
accommodating the widest varieties and tastes, which makes a
contribution to the public good, the Department should not be
particularly concerned with the content thereof—whether reading
or advertising matter—provided the latter is included in reason-
able proportion. The cost to the Department of providing its
service is not increased by reason of the character of the contents
and thus from that viewpoint, taken by itself, there is no
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:ation for a higher charge for the “advertising” portion
... “reading” portion. L .
t‘.ii;ulf;')r iit(})l% of al!gsegond-class Yubhc.atlons'are com:nteorctlrt‘ié
undertakings conducted with & profit motive. With resl{)ecre  the
remainder, other objectives generally predominate. sr i zfl rda
volume presented for handling, however, that of somrfmihc | un
dertakings comprises considerably more than 60/.: of the ue«i
The reading and advertising portions (_)f the publlcatlotﬁg lstsions
as commercial undertakings are lqrgely mterrelateg. Plé lc:isin
must have readers (circulation) in order to obtain ? ver fsir rgz
The cost to the publishers, with few exceptlonp,tp pre;,[:e Aring
original copy is frequently in excess of subscription tnihe cos{
and there must be advertising revenue to apply agains ey
of production in ordert:o still edpublgﬁumét; :sgr'l;ﬁziiu-r‘iumber
continue to attract readers he .
aders mar hue o limes, Bocause ol e e mumnbes also
benefit in the price paid for a publica
i i Generally the program
helps in the price charged the advertiser. . program
ications, issued as commercial undertakings
:gtolt)){a?r:l,bnll‘s :n avérage, about 35 percent of their revenue from
circulation and about 66 percent from gdvgrtmng. » rather than
Advertisers frequently insistdon “})a;}(,i cg:gllitg&l;n l'il;t a::um:d
i i ince the reader o e !
ggtz;le:‘;r?tx lgvtiltol:‘ r?nl;\re care, and thus be more certainly affected
e advertising pages. .
/e rsiin portion of 4 publication Tt oD e not atiract
or subscriptions will be lost and 1 e ng doos no
or interest them, advertising contracts c:imtnoth eto tain r.eader
vertising to be effeptxve, must_ als_o appehs: ho ensy‘t)hat Bl gl
who buys the particular. publication, “;I ic megtized i reading
and advertising matter must be generally syncr . Jead-
i i uently so placed throughout the publica
::Iilgnizzug xl':q?xlii: f::fders- !t,o come in direct contact thhd.the
advertisements. Then there is alsp a tendency to gnclude {ga n;g
matter, much of which is both interesting and informative,
isements.
th?na(::::' magazines and on the pages of some newspapers dth:}x;e
is a very close association between the reading text an LY e
advertising matter. For etxamtple mdmast;:;g:s 2230%&&;&2 I(;; ﬁ:
and construction, deco ) , th
3&:‘&'&1 g? rt?w reading matter is closely related to the adyeritlls-
ing content. Fashion magazines and trade journals present Slmtt"
examples of the interrelation of reading and advertising ml& er
and such textual matter gives the advertising greater fqrce. dany
news articles pertain directly to the type of product bel(;\g xi ve(x;-
tised and this is especially true when new products are deve &pe f
On the pages of many newapapers In wh!ch :;\muse_mer:'t : lo
various kinds are advertised, the reading portions contain a i::el:
concerning motion pictures, plays, actors ::\n:l1 a:tt_resdse% ev::’dilﬁ
keep up the reader’s interest in the features adve mii - Res elg
atter which has good indirect adver_tlsing value and is clos y}
rrc‘mnected to the advertising display is to be found in manyioh
:he larger daily newspapers under attractive captions whic
draw attention to one or more articles, give descriptions and not
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infrequently make mention of prices as well as places whei
merchandise may be purchased. Other periodicals have ....cr-
spersed regular reading sections with matter that has 80 clearly
an advertising flavor as to make it difficult from the viewpoint
of applying rates to determine the classification into which the
matter falls--reading or advertising. (As a general rule the
Department construes “advertising’’ to be those parts of a
publication for the insertion of which the publisher receives pay-
ment and similar matter to promote his interests.)

These situations emphasize that the reading and advertising
portions in many second-class publications are closely interrelated.
The reading matter at times frequently has an advertising motive,
but is not charged for as such, and commercial considerations
Influence its character and position. To make it attractive there
may also be a liberal content of pictures, comic and similar
matter. With costs to the Postal Service no greater for overall
handling of the adverusing portion, page by page, than for the
reading portion, there would appear to be no logical basis for
charging a lower rate for reading than for advertising matter.
The Postal Service should not follow a “commercial” practice in
its charges for matter contained in the same publication, since
when all facts are considered there is no basis for a differential.

The principal reasons given by those who attempt to justify a

differential, briefly stated with comment thereon in parentheses,
are.

(a) Advertising is clearly commercfal and its inclusion in publications is
primarily a profit undertaking. (This impliea that the reading portion is not
isaued for profit, whereas it is an integral part, of a commercial or busineas
undertaking.)

(b) Advertising; when included, is the profitable part of second-class pub-
lications. (Reading matter must be inclided to effect the sale of a publication,
and thus to float the advertising. Publications are not bought for the adver-
tising contained therein, and any attempt to separate the profit contribution
as between the two types of interrelated matter would be meaningless.)

(c) The amount of advertising content in a second-class publication shows
the extent to which it ia a commercial or business venture and rates should
give recognition' to its character. (A publication carrying no advertising
would, under this approach, be “non-commercial,” which view is incorrect,
since there are publications which are profitable ventures that contain little
or no advertising. The entire publication is a business undertakin .)

(4) Zone rates for advertising impose no material limitation on the dis-
semination of information so long as a low flat rate is retained for reading
matter. (This is true only if the major part of the cost of a publication can
be absorbed by advertising revenue. However, increased publisher’s costs are
generally reflected in the retail or subscription price mu;J may readily affect
circulation. A subscriber does not purchase the readin and advertising por-
tions separately. He pays one price for the entire publication.)

The placing of the entire J)ublication—-reading and advertising
—on a zone-rate basis, would simplify the computation of postage
with resultant economy to publishers and the Postal Service. The
publisher is now required to measure the advertising content of
each issue of his publication and determine the percentage con-
tent, an exacting task, and thereafter the publisher's work must
be checked by the postmaster at the mailing point. At times it is
not practicable for the postmaster to determine what constitutes
advertising and other than advertising and a decision must be
obtained from the Department. To cite one example requiring
such a decision: Fashion magazines may contain what is com-
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Views regarding the Second-Class problem held by Congressional
Commissions, also by Presidents and Members of Congress

The deficits and other problems presented by second-class mail
have over many years been a matter of serious concern to‘ th(l)se
charged with responsibility for its handling, and there were also
divergent views.

Atg;he suggestion of the Post Office Department, the Congress,
by the act of June 26, 1906, created the Postal Comnﬂssxon on
second-class mail matter frequently referred to as the “Penrose-
Overstreet Commission.” This Commission was directed to in-
quire into and report to the Congress its conclusions on lthe
operation and the effect of the exis;mgkllag relaglve to second-class
mail, and what changes if any, shou e made. )

Extensive hearings were held at New York and Washington,
between October 1 and November 28, .1996 at which witnes}?es
representing the Department, the publishing industry and ot tar
mail users not connected with the publishing industry were hear -
A full report of the investigation was 1ss.ued in 1907, and alt_hougI
written 40 years ago, the report contains chh that is dnrectdy
relevant today in connection with any effort to improve the second-

il situation. )
da’f‘iet:: l}u'e given below only some excerpts .and'spmma'rles of
findings of the Commission which directed its inquiries primarily
along the following lines:

1 the second-class of mail matter should not
be(clo)mr‘;rv:ne:\?re:t:h;l‘t‘}e\v:}?: ant.r\?;'l‘ cost of the service rendered in handhng it
and whether its classification sh%uld not be accordingly grounded on practica

ideal considerations .
ut(};e)r ltr):acnnee:econd-clus matter is not placed on a cost-paying basis ;vhn;
" Yimitations should be placed upon the matter which may properly be place
? .
n t:!‘)“!:;“‘:hat amendments of existing law may the changes which appear.
to be advisable be most effectually brought about?

The findings of the Commission with respect to rates may be
summarized as follows:

1 8 to 1) between the second-class rate and the next
hlg(I}e)r '{"‘nl:a d(‘{’h‘irx:i’leou(u) v:as)too great, i.e, the :econd-c!aas rate was rel:-
tively too low, being such as to give mailers an almost irresistible tempta-
tion" to have printed matter in perlod'ical form. . 4

(2) Wholly dissimilar service within the second class wae being performe
for the same charge, this disparity resulting from the automatic operation
of the pound rate, which gave no recognition to the weight of individual
pieces or the number of pleces requiring individual delivery in a pound.

(8) Substantially similar services were charged dlgqrmt rates, necor’\ld-?‘hss
matter for delivery in substantially tl):le named;:iaéue;:golt\ﬁl;jr:ct.l:o :dfiu 0(::-

" i or the poun i . tion,
c?x?cye t{: t‘e‘:)elrnc;o;n'? rl:tset: l:ici‘:i’ not vary with the weight, for lighter pieces:
:hey were above the pound rates and for heavier pieces they were frequently
below the pound rates. .

. te was bably too low, abiolutely speaking. The
Cos:r)niz‘s’itgnulfm:el:.. .h;:e ‘reeogn'i::d thli:tt the qoltut ho! )nlt::(ll;:g :::ih ztf:ﬁ:
i ¢ itely known. It waa its opinion 0 ¢
‘t’t :2:3‘;.:.‘3:52":135“5';‘0‘,1’& n';(t) be confined to the “out-of¥pocket” or additional
c?ysta above the cost of maintaining a pl'fmt for handling first-class mail—

that such a view was “historically false. .

Norg: The Commission described these 4 as “cardinal defects” in the

system of charges.
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(6) A horizontal increase in the existing second-class rate would tend to
destroy some marginal publishers.

(6) A system of zone charges for second-class mail was not practicable
because of complexity and the difficulty that would be encountered in its
administration and in accounting for revenue.

Note: Zone charges were introduced in connection with fourth-class matter
in 1913, and for some second-class matter in 1918,

(7) Second class produced some first-class revenue but this factor should
not be recognized in the rate since the condition was not peculiar to second
class—it being generally true for all classes of mail—and also that the degree
to which second-class mail contributed to firstclass revenues was a matter
of sgeculation and conjecture.

(8) Separate rates should be provided for (a) bundles and (b) sub-
scribers’ coples to meet “a fundamental and existing distinction in the service
rendered,” as follows :

(a) Maintenance of the existing rate of 1 cent Eer pound for bulk lots
weighing not less than 10 pounds, which, by comparison with ex-
press rates appeared to be approximately commensurate with the
cost of the service. .

(b) For periodicals to be transported, distributed and delivered to in-
dividual addressees, the rates to be charged to each separately
addressed piece should begin with a minimum charge based on
the handling of the individual copy, increasing with the weight
of each piece. The incremental rate for heavier pieces should be
frenter than the initial rate in order to realize greater revenue

rom the larger publications which presumably contained more
advertising. '

The recommendations of the Commission with respect to classi-
fication may be summarized as follows:

1. Refuse the second-class rate to periodical publications consisting wholly
of fiction, relegating fiction carrying magazines and papers, having no true
element of perwdicitﬂ, to another class. ’

2. Emphasize in the administrative enforcement of the law, the element
of currency as an essential characteristic of a periodical.

8. Enforce the requiremeus viiat a periodical must be jssued and circulated
only in response to a genuine public demand, by the followin restrictions:

(a) Reduce to a minimum the sample copy, one of the main agencies of
inflation of circulation

b) Abolish all rremlums whether of printed matter or merchandise.

¢) Either prohibit all combination offers or require that in all cases a
frica be set upon both elements of the combination and that the

ull advertised price of the periodical be paid.-

(d) Require that the publication print conspicuously, its regular sub-
scription price and any reduced price at which it is offered in
clubl Inﬁ arrangements. ‘

e

(e) Charge the publisher a higher rate for returning any undeliverable
copy sent otherwise than in response to an actual demand.

Note: Some of the above have been corrected or minimized since 1907,

4. Limit advertisements to not more than 50 percent of the contents.

5. Vest the final administration of the law Yortalnlng to second-class mail
in a permanent commission. This was originally recommended by the Third
Assistant Postmaster General, and favored generally by the publishers.

This Commission also recommended studies to determine the
costs of all classes of mail, extensive weighings of all classes of
mail by the Post Office Department and a review of the Depart-
ment’s accounting and business methods by experts from outside
the postal service. .

As regards the types of publication which could be given second-
class statua under the fourth condition of the act of March 3, 1879,
this Commission’s report made the following pertinent comment :

Now, the cobject of .a definition is to define, to delimit. It should serve as

a means of separating the things contained under the term defined from all
other things, But in what way can it be said that a requirement that a cer-
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ta Aed matter should be “devoted to literature” serves to mark it off
fron. «nything else that can be put into print. There is practically no form
of expression of the human mind that can not be brought within the scope
of “public information,” “literature, the sciences, art, or some » ccial in-
dustry.” It would have been just as effective and just as reasonable for the
statute to have said, “devoted to the interests of humanity,” or “devotqd to
the development of clvilization,” or “devoted to human intellectual activity.”

The prime defect in the statute ls, then that it defines not bi' qualities,
but by purposes, and the purpose described is so broad as to include every-
thing and excluJe nothing.

With the exception of a few Instances where the publication has been ex-
cluded because the information was deemed not to be public, no periodic
has ever been classified by the application of tests of this kind. Any attempt
to apply them generally would simply end in the press censorship.

With respect to the reduction of the pound rate on second-class
matter in 1885, from 2¢ to 1¢, the report included the following:

When the rate upon second-class matter was reduced in 1886 from 2 cents
to 1 cent a pound, it seems to have been so reduced sim ly upon a brief letter
of the Postmaster General, dated Junuary 28, 1885, addressed to the Chair-
man of the House Committee on the Post Office and Post Roads, in favor of
such reduction. The following extract from his letter gives the only known
basis of his recommendation: ’

“1 have the honor to a.ckn‘owled;e the receipt of your letter of this
date enclosing a copy of Senate Bill No. 1843 and asking for my opinion
as to its merits and as to the expediency of its early passage.

I am decidedly in favor of a reduction of the postage on newspapers.
The requirements in favor of such reduction can not be fairly stated in
& communication of this character, but they are numerous, strong, and
well founded.”

So far as we are aware, there is no evidence that the matter was ever
considered by the Post Office Department, by -ni committee of Congress, or
by either House. There seems to have been no debate upon the subject at all.
The general impression seems to be that the reduction was made because the
revenues of the postal service had for a short time been in rather flourishing
condition. But no thought seems to have been taken as to whether that in-
crease of revenue was not wholly due to the natural expansion of letter mail,
or whether the reduction should not properly have inured to the benefit of
the class which created revenue.”

In his annual message to the Congress in 1909, President
William Howard Taft had the following to say regarding second-
class mail matter: .

The deficit every year in the Post Office Department is largely caused by
the low rate of postage of 1 cent a pound charged on second-class matte:,
which includes not only newspapers, but magazines and miscellaneous periodi-
cals. The actual loss growing out of the transmission of this second-class
mail matter at 1 cent a pound amounts to about $63,000,000 a year. The
average cost of the transportation of this matter is more than 9 cents a pound.

It appears that the uvenlgo distance over which mewspapers are delivered
to theK- customers is 201 miles, while the average haul of magazines is 1,049,
and of miscellaneous periodicals, 1,128 miles. Thus, the average haul of the
magazine is three and one half times and that of the miscellaneous perfodical
nearly four times the haul of the dnllt; newspaper, Iet sll of them pay the
same postage rate of 1 cent a pound. The statistics of 1907 show that second-
class mail matter constituted 63.91 percent of the weight of all the mail,
and yielded only 5.19 percent of the revenue. .

The figures given are startling, and show the pn¥ment by the Government
of an enormoua subsidy to the newspapers, magazines, and periodicals, and
Congress may well consider whether radical steps should not be taken to
reduce the deficit in the Post Office Department caused by this discrepancy
between the actual cost of trumsportation and the compensation exacted
therefor.

A great saving might be made, amounting to much more than half of the
loss, by imposing upon magazines and periodicals a higher rate of postage.
They are much heavier than newspapers, and contain & much higher propor-
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prov accessful, should not be overlooked. Enterprises, those with slender
resources as well as the large and highly succeds ul—religious and philan-
thropic, tOﬁether with those conducted for pecuniary gain—have been estab-
lished on the faith of this policy; and no change should be made which would
seriously hamper the circulation of useful information or dislocale an in-
dustry. The increase should be a moderate one; and, after it hus been pro-
vided for, time should be allowed to permit the business to adapt itself to
the new conditions before the change goes into effect. And, in addition, pro-
vision should be made in the department for the maintenance of an adequate
cost Bystem, 8o that the operation of ratea may be observed continuously and
accurately, and further modifications may be determined.

* * * » * » *

The Commission is further of the opinion that it would be a mistake to
discriminate between newspapers and magazines or other periodicals. So far
as educational value is concerned no satisfactory distinction can be made.
And we have no basis for the conclusion that the comparative cost of trans-

porting and handling would-justify a difference in rate.
* - * * » » »

therefore, that, whatever increase be made, should npp‘y
odicals admitted to second-class, and that 1t is
impracticable in the case of newspapers to charge a higher rate for space
given to advertisements. It has been suggested that the proportion of this
space should be limited for all second-class matter, but the true definition of
such matter ia that which is devoted primarily to the dissemination of news
and of current literature and instruction, and we are not qonvinced that this
can be measured by an arbitrary standard of the proportion of space given

to advertisement.
* * * * * .

In the interest of simplification we approve the recommendation to abolish
the copy rates for newspapers and periodicals when mailed at city carrier

offices for local delivery.

The question of raising the rate on second-class matter mailed by pub-
lishers and news agents from 1 cent to 2 cents is a more serious one, But we °
are of the opinion that the change is reasonable and should be made. To
deny such a moderate increase is virtually to say that the present rate, de-
spite the heavy loss it entails must be deemed satisfactory, or if not that it
is wholly impracticable to attempt any change in it. We regard either con-
clusion as without foundation. .

Such an increase will not, in the opinion of the commission, bring distreas
upon the publishers of newspapers and periodicals, or seriously interfere
with the dissemination of useful news or information. A reasonable time

should be allowed, after the rate is fixed, before it is put into effect. While
the new rate will be very far from compensating the Government for the
carriage and handling of second-class matter, it will to some extent relieve
the existing burden and result in a more equitable adjustment of rates.

Conclusions as to rates
Accordlnglx, we recommen
(1) The rate of 2 cents a poun
to news agents, and as sample copies;

acribers or to other news agents.
(2) The rate of 1 cent for each 4 ounces for copies mailed by other
than publishers and mews agenta; that ls, the present transient rate.
(3) The present free-in-county privilege retained, but not extended.
Further, as we have said, the department should maintain an adequate
cost system, 8o that the effect of the new rates may be closely observed and
a proper basis may be secured for the consideration of any future proposals.

President Taft’s message transmitting to the Congress the
report of the “Hughes Commission,” contained the following

statement:

That newspapers and magazines have been potent agencies for the dissemi-
nation of puY;lic intelligence and have conscquently borne & worthy purt of
the development of the country all must admit; but it is likewise true that
the original purpose of Congress in providing for them a subvention by way
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Views of Postal Executives in respect of the Second-Class
Mail situation since 1879

Postal executives have not infrequently over the years criticized
the deficits and other of the more serious problems presented in
connection with second-class matter.

The low rates established in 1879 and their further reduction
in 1886 were of course, primarily responsible for the deficit
situation. Competition among publications and the desire for
large circulation led to abuses, such aa the failure to collect sub-
scription charges when due, the issue of excess sample copies,
and the allowance of excessive commissions to agents. While some
of these conditions, of which mention is made in the following
paragraphs, have been corrected and the situation has been im-
proved somewhat, others have come into the picture.

In the annual report for the fiscal year 1890 Postmaster General
John Wanamaker made the following comment:

It does not seem fair to letter-writers to take the profit made upon the
trangportation of letters and give it away for the support of the ar, the
Agricultural, or the Interior Department, or to let it go to book and newas-
paper publishers of a certain class. The Post Office Department would be
self~suataining il it had credit for the work it does for nothing, and practicall
nothing, and if these different classes of mail matter were all put on a lei
supporting basis,

Postmaster General William L. Wilson, in the report for the
fiscal year 1895 stated: .

No criticism is intended of the long-standing and approved policy of carry-
Ing “county-free” matter, nor of the polic{ of carrying at nominal and losing
rates the newspapers and periodical publications originally contemplated in
the enactment of the law; but allowing for all these, it must be apparent that
under what seems a necessary and inevitable interpretation and abuse of a
statute founded upon enlightened and liberal ideas an immense and unde-
sirable mass of additional matter is now admitted to the mails and trans-
ported at second-class rates, which was never intended or foreseen, at an
expense to the people which seriously cripples their postal service and lessens
their postal facilities. 1 respectfully and earnestly recommend to Congress e
careful scrutiny into this abuse and such remedial legislation as shall be
deemed necessary and effective for its correction,

Postmaster General James A. Gary, in the report for the fiscal
year 1897 expressed his views regarding the second-class mail
situation as follows:

The injustice inflicted both upon the postal revenues and the people by
existing laws regulating the carrying of second-class mail matter has been
represented to Congreas in reports from this Department for 10 years past
with cumulative force, but without effect in remedial legzislation,

By ucts of Congress passed in 1874, 1879, 1886, and in 1894, a privileged

. class has been created, cntitled to the use of the ijnited States mail service

either free of charge or at a cost far below the price the Government is
compelled to pay the railroad companies for the transportation of the mails
thus carried. The right thus conferred is entirely distinct from the right to
frank official documents, which is given to Members of Congress and the
officials of the Executive Departmeénts and other public servants. It is be-
slowed upon persons engaged in private enterprises, and inures simply to
their emolument, without any appreciable benefit to the public at large while
the loss on this service, now amounting to more than $26,000,000 a year, is
defrayed out of the procecds of taxation drawn from all classes of people.

* ¢ * These figures convey their own comment. It is impossible to con-
tinue the present system of second-class mail transportation without even-
tually swamping the revenues of the postal service.
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. Annual Report for the fiscal year 1901 Postmaster Gen-
ern. vharles E. Smith, an executive of long experience in news-
paper work, both as an editor and a proprictor, severcly criticized
the second-class mail situation. Excerpts from that report tollow:

Abuses of Second-Class Matter

In my annual report for 1899 I said: *“The most urgent need of the postal
service is the rectixcation of the enormous wrongs which have grown up in
the perversion and abuse of the privilege uccorded by law to second-class
matter.” Time and experience only emphasize this statement. It is the most
urgent need, because it aims at the one great overshadowing evil of the service
and because it underlies and overtops all other reform and advance. It would
relieve the Department from the one oppressive burden which cripples and
weighs it down, and which stands as a constant and formidable barrier
against improvement and progress for the benefit of all the people in many
directions. Deeply impressed with this conviction, the Department has taken
positive steps, ip orders issued on July 17, 1901, to correct the abuses and
accomplish substantial reform, so far as it is possible, by adminitrative

action.
* * * * * * *

The second-class matter constitutes nearly 60 percent of the weight of the
entire mail of the country, and yet, while the postal revenue for the last
fiscal year was $111,631,193, the second-class matter paid only $4,294,446 of
that amount. That is, while making three-fifths of the mnil in weight, it
furnished only one twenty-eighth part of the revenue. The Lransportation of
the mails is paid for chiefly by weight. The enormous disproportion of return
to cost in second-class matter is thus apparent at a glance,

» * * * * » *

The True Public Policy

If the mail thus carried at @ heavy loss were limited to what the law in-
tended, there would be nothing more to be said. In that case it would be a
deliberate and rational public expenditure for a well-defined, justifiable and
worthy public object, and taking the service as a whole there would be no
loss at all. Our free institutions rest on ﬁopulnr intelligence, and it has from
the beginning been our fixed and enlightened policy to foster and promote
the general diffusion of public information. Congress has wisely framed the
poatal laws with this just and liberal conception. It has \_miformly sought to
encourage intercommunication and the exchange of intelligence. As facilities
have cheapened it has gradually lowered ali postage rates. It has never aimed
to make the postal service a source of profit, but aimpl{ to make it pay its
own way and to give the people the benefit of all poss ble advancement. In
harmony with this sound and judicious policy it has deliberately established
a low rate of postage for genuine newspapers and periodicals, with the ex-
press design of encournging and aiding the distribution of the recognized
means an agencies of public information. It is not a matter of favor, but
of approved judgment. It is not for the publishers, but for the ﬁeople. But in
adopting this special rate for a legitimate public end Congress has sought to
restrict its privilege to legitlmate publications with a manifest public aim
and a clear public demand. It never meant to open the flood gates for an
inordinate stream of purely griynt,e enterprises which have no public object
whatever within the contcmplation of the law, and which have scized upon
the low rate of postauge salely for private profit at the public expense.

The Intent of the law

The intent of the law is clear from its terms. It sceks to define the boun-
daries and to prescribe conditions which shall limit the privilege to the kind
of publications really designed to be included. First of all, it provides that to
be entitled to the second-class rate the publ}cation must be “originated and
published for the dissemination of information of a public character, or de-
voted to literature, the sciences, arts, or some special industry.” This test
has never really been enforced, and its rigorous enforcement is not now
undertaken, for it raises questions which ma{ be matters of opinion rather
than of fact. lts strict application would, without any other test, manifestl
rule out thousands of existing publications. But there are other tests whic
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present mattera of a fact. The possession of the character thus defin

enough. The law further requires that the publication must have ".: luul't‘if
mate list of subscribers.” There must be not only a public object, but a real
public call and approval, attested by general subscriptions. But even thia
18 not all. A publication having all these characteristics might also have
others which would plainly conflict with the intended prerequisite of having
a distinct public purpose ratified by a distinct public demand. So the law
adds the proviso that nothing in its terms “shall be construed as to admit to
the second-class rate regular publications designed primarily for advertising
purposes, or for free circulation, or for circulation at nominal rates.”

These provisions taken together plainly show the design of the law. Had
they been strictly administered from the Keginning admissions to the second-
class rate would have been restricted to legitimate publications complying
with the prescribed conditions, and there would be no such question as is
now presented. But the administration has been in many hands. The applica-
tions for admission have gradually broadened. Every new case has mQSa its
special re,\.resentano’n,.unq taken singly has pleaded no harm or burden
Little by litlle the limitations have been relaxed, and every trunszreuiol;
has been made the Eretext and J)recedent for another. Many of the publica-
tions once entered have changed their character since admission and, if at
first entitled to the pound rate, have by this departure forfeited their o;'iginal
right. In these various ways thousands of publications have come to enjoy
the pnvnleﬁcs which are not within either the spirit of or the letter of the
law, and the volume of second class mail has been immensely swollen by a
vast and 1uest|9nable mass of printed matter which was not intended or
foreseen when Congress, in the cducationul interest of the people, provided
that the Government should practically pay the cost of transmissio;l.

* * * * * . »

Growth of Second-Class Matter

Of this vast matter of second-class matter it is estimated

does not come within the meaning and intent of the law and is :E:tﬂ:zal:;}l:
included in that class, and thus is not entitled to be mailed at the pound
rate, This estimate is based upon an investigation of the records, and upon
the ﬂjudgment of experienced postmasters and trained experts. If it be difficult
at first to believe that the proportion of wrongly classed matter is so large,
two considerations will make it clear. On the one hand, the entire circulation
of the questionable matter goes through the mails, Jor with its scattered
range it has no other method of distribution. On the other hand, the great
body of the newspapers of the considerable cities, where requirinz' transpor-
tation, go for the most part in bulk on the railroads outside of the mails
Most of their circulation is within a radius of 200 or 300 miles. Within that
circle they are transported in bulk for less than the postage rate. The Gov-
ernment carries for 8,000 miles at the same rate as for 8 miles. If the abuses
now under consideration can be eliminated it will be entirély feasible to
establish zones with graduated rates, and to carry newspapers and periodical

in bulk within a limited radius for half a cent a pound‘.) gut as the case n ’
stands, and with a just understanding of these facts, the estimate will ob:
readily actepted that one-half of the volume of second class mail is of th

character which the law never intended should possess its privilege. ¢

. . * * * . "
The Actual Loss

This great abuse, which has been repeatedly condem

sors, is so flagrunt and so hurtful and obstruct’;ve to nll“;gatl:a)l' ::-zglr’::got‘i\a:;
t!\e Department has felt impelled to undertake measures for its correction
The needed reform has been sought by legistation, and legislation which shall
make a more precise and distinct definition of what shall constitute second
class mail matter and which shall bring within reasonable bounds some oi
the privileges that are now grossly stretched, sample copies for example, is
eminently desirable and important. In the absence of nucg additional lep isla-
tion the Department is limited to the application of the law as it is aﬁd :s
much of the evil that has grown up has come because even the safleguarda
now provided have been neglected, a more strict enforcement of the existi

law will, it is believed, accomplish much good. xisting

* * * * . . .
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‘epartment executes the law

.8 to be borne in mind that in engaging in this work the Department is
not u:auming to make or extend the law. That is the prerogative of Congressi
The Department is simply administering the law as it finds it. It is charge
with the duty of issuing certificates of entry to the second class and as ||1th-
dent to that duty it must determine whether the conditions requisite to uucﬂ a
certificate are fulfilled. The number of new applications is about 6,000 a
year, Tho dopartment munt decido whother they uro ontitled to ndmisslon or
not. It can not with a sense of duty admit those which do not mect the slalu-
tory requirements. But to apply the law rigorously lo new applicants and n}?t
to apply it in the same way to existing publications, would be unjust to the
former and would be to leave a monopoly to the latter.

* * * * * * *

Interest of Legitimate Periodicals

i i i depicted
t is morally impossible that the flagrant abuses which have been

ahfﬂl' g0 on urf'inte:')rupte(lly and unceamm;ly.-ll’i with their palpuble.obst;'lu'c-
tion of postal advance for the advantage of all the people, and wnthft eir
ahamefu" misuse of the public treasury for private ends, they areh!eht m;i
checked, they will sooner or later rouse a storm of opposition w lg:“ vy:.
strike undiscriminatingly at the special rate that is perverted to the i egll) l;
mate purpose, Not only do they wrongfully deplete the postal revenucs, 5
they taint and harm a great business by injurious methods or unequal groun 1
and legitimate publications, for the honor of their own mission nndhwor ,
and in their own interest, will welcome and sustain the effort for tde en-
forcement of the law and the maintenance of ita just standard. The re .em{)-
tion of the postal service from the incubus which works a great injustice to
the people and to all law-abiding publishers and which ims_alra the owelr
of the Department for efficiency and improvement in many directions Is !clsft.
to be the highest duty, and to that dutﬁ, the Department addresses itself,
relying on the support of all who would have the law faithfully observed.

Report of Third Assistant Postmaster General
Ed'l;}/litr}llg?shﬁggg:l-con%ained an extended _discussion of “second-
class mail abuses and deficits,” together with proposals for their
correction. Excerpts from that report follow:

T * * * * *

tion (by the Department to the Penrose-Overstrcet Commis-
u!o'xl‘\';e\s::’ie:tte.nfied {oyeaubliuh the need of new laws to mect the ch.ungﬁd
conditions in the publishing industry, especially, because, to mmntamht e
rivilege as at present, the Government must suffer not only the loss, what-
gver that may ie, from carrying the bona fide newsgnpers and periodicals
fairly within the intent and spirit of the statutes, but also the loss mcn:
dental to the existence of a privilege which can not be properly confined;
and that under the slow processes which the Department is compelled to
follow in dealing with the subject and the lack of sufficient force to enable
it to organize effectively for the working out of the problem abuses develop
almost as fast as they can be corrected. It was also shown by exhibits that
vast quantities of matter were carried as of this class which it was a travesty
to consider as meeting the conditions even in form, let alone in substance.
However, it was stated to the commission that a very much better enforce-
ment of the present laws, bad and ill-fitting as they are, could be accomplished
if the Department were equipped for the purpose,

* * * * * » *

i resent administrative reform, 'explain_ed fully in previous
mg::‘tger\:‘:angr:hgnpthe one hand pressed to go to the limit sustainable in the
courts under the present laws, and, of course, we are always glad to b_e judi-
clally reviewed. On the other hand, there is complaint that we are going too
far or may do so. We displease and are condemned, no matter what we do,
and we are confronted with the problem as to whether we shall stop short
of the strict, honest, and fearless enforcement of the present statutes to the
limit of their intent and purpose or go on to a finish, In this connection, the
statement before the Congressional Commission of a representative of the
organization of all the great newspapers of the country to the effect that a
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strict and impartial enforcement would bar every publication from the
second cluss ia in point. Consider also in this connection that a certificate of
entry to the aecong class is a grant of public money to the extent of the cost
of handling over what the publisher pays—there is no other fair way to put
it—and that it is the rule of the couris that in the grant of public money
the benefit of doubt should be taken by the Government.

* ¢ * Bhall the present luws remain and shall we now forge ahead,
how Lo the lins and let the chips fall where they may? Are the Government's
interests greater or less than the publishers'? The asituation calls for breadth
of reasoning and sober gecond thought.

Regardless of whether the rate be raised; regardless of whether it be
lowered; regardless of whether it remains as at preseat, there should be, as
a matter of justice, reason, and business sanity, a change in the conditions,
considerations, and qualifichtions, for this classification from those which
now exist, and the change should come now.

* » * * * * L

I am convinced that an increase in the rate of postage would ultimatel
rove to be beneficial to all and would not work disastrously as represented.
ime would, of course, be given for the adjustment of the whole industry to
he new conditiona and new rates, and it is certain that finally any increage

of rates would be borne by the advertisers and not by the readers, as con-
tended. The [;eople would continue to get their newspapers and periodicals
f}lst a8 cheaply as they get them now. The publishing business is, after al

ike any other business—an enterprise for making money—and it shoul

stand on the same plane with other businesses so far as the postal service ia
concerned. Publishers are no more public benefactors by reason of publishing
newspapers and magazines than are publishers of books and other literature
which do not come into the second class. They may do good or they may not;
that is not the question for the Department. The public may be dependeé
upon to buy what it wants. )

The Annual Report of Third Assistant Postmaster General

Abraham L. Lawshe for 1908 summed up the second-class situa-
tion as follows:

[}

+ With the second class privilege restricted as was originally contemplated
in the enactment of the law, there would yet be a loss in the handling of this
class, but it would be a worthg generosity for the benefit of the people, and
not for the benefit -of the publishers who abuse the privileges of the law.
However, if it is not posaibfe to curb the abuses nlonf the line suggested, or
along other practical lines, there will be justification for and inevitabl must

a very material increase in the second class postage rate to cover the cost
of the service, and with such a rate there would be no need for restrictive

regulations of any sort.

In the Annual Reports for the fiscal years 1909 and 1910
Postmaster General Frank H. Hitchcock called attention to the
“enormous’” loss the Government sustains in the handling and
transportation of sbcond-class mail and recommended higher
rates of postage thereon, limited however, to advertising matter.
In his opinion the Act of 1879 never justified the inclusion under
decond-class rates of the vast amounts of advertising transported
at a heavy loss and that if magazines paid what it cost the
Government to carry their advertising pages the Department’s
revenues would eventually grow large enough to warrant a reduc-
tion in postage on first-class matl. These conclusions were based
largely on the results of extensive weighings of the mails made
in 1907. By 1909 it was recognized that the problems of second-
class mail involved more than the “abuses” of the privilege. The
Annual Report for that year stated that: '

If it were possible to correct every such abuse and to exclude from the
second-class privilege all illegitimate publications, the newspapers and pe-

riodicals properly admitted as second-class matter would stil continug to
absorb the profit derived from other classes of mail.
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T. .ve been several painstaking inquiries into this subject, one inves-
tigati... .orroborating another, and it has been shown conclusivel , that the
loss to the Government in the handling of second class mail under present
rates constitutes by far the most important factor in the annual deficit.

» L * * * * »

The trans?ortatlon of the mail is the only transportation, so far as is
known to this Department, for which the rate charged the sender is fixed
without regard to the length of haul. The Government pays for this same
transportation on a mileage basis. The flat-rate plan works well for first-class
mail, the weight of which is comparatively small and the postage rate Nﬁ?'
and of which the Government has a monopoly, thus getting the benefit of the
more profitable short hauls to offset the unprofitable long hauls. Whore the
conditlons are reversed however, as with second-class matter, and the Gov-
ernment has no monopoly, the disastrous results to the-DeEartment are ap-
parent. Transportation companies take the short haula of bulk packages on
the handling and transportation of which there is a profit while the expensive
long hauls devolve on the Government.

The attitude of the Department in 1911 toward the second-class
mail problem was expressed on June 14th of that year by Third
Assistant Postmaster General James J. Britt in an address
before the International Circulation Managers' Association, en-
titled “Second-Class Mail Matter—Its Uses and Abuses.’ Per-
tinent excerpts from his remarks follow:

The present Postmaster General (Hon. Frank H. Hitchcock) earnestly
insists * ® * that there shall also be a readjystment of present postage
rates, based upon the principle of the payment on each class of mail matter
of a rate of postage equal to the cost of its handling and carriage, and no
more, and that one class of matter shall not be taxed to meet deficiencies
caused by an inadequate rate on another class unless the Congress in its wis-
dom should deem it a just and wise polch to extend to certain publications
in consideration of the benefit to the public of the informing character of
their contents, a bonus or subsidy of a part of the cost of handling and car-
riage, in which case such publications, in recognition of this valuable con-
cession, should make an adequate educational return therefor and be held to
a lawful and proper use of such special Frivilege by a suitable provision of
law to the effect that only a limited portion of their space, not exceeding 60

ercent of the whole, should be occupied with trade advertisements, carried

n the interest of the publishers, for their own profit, and in which the general
public has little or no interest.
. . * »* - * *

Other classes of mail matter affect only a portion of the publie, but the
letter affects all. The people have heretofore uncomslalnlngly paid an exces-
sive rute of postage on letters in order to mect the deficit caused by deficient
rates on other mall matter, but they now demand that they shall be required
to pay for what they get, and that the shall get what they pay for, A

roper egualization of gostage rates will make this reform easily feasible.
g‘he public mind is keenly alive to the subject. All classes of people are now
undertaking a look into the various phases of the postal service. Nothing is
escaping the swift search of their scrutin{. All are sensitive to every right,
however small, and to the equalization o public burdens. The payment of
fully 84 cents per pound on their letters, caused by the payment of 2 cents
an ounce on underweiiht pieces, a clear profit to the Government of at least
40 cents per pound, the profit Belng applied to the deficit caused b{ a loss
of at least 8 cents a pound_on second class matter, is indeed too heavy a
strain on the patience of the people. We had as well look the situation squarely
in the face and recoinize conditions as they are. The demands of the public
will not cease until this inequality s removed, for it is class legislation, pure
and simple, benefiting a portion of the people at the expense of others. No
far-fetched explansation or subtle refinement will satisfy the people, or blind
them to the existence of this glaring inequality. It is too plain to deceive even

the unwary.
. * * . * * *

L]

(eo]

The relation between first-class and second-class mai
16 3 r mail matter, un
conditions, may be briefly and concisely stated. First-class :a'tt:r:hc;&l;:::::
:r.lamly' of letters, comprises 18.4 per cent of all the revenue-producing domes-
ic f'im"] matter carried, yielding a net profit of $68,000,000, or a per capita
profit pl 73 cents; whx'e second-class matter, consisting of newspapers and
matgnmea, comprises 66.6 per cent of all the revenue-producing domestic mail
matter carried, yleldlnf a revenue of but $10,600,000, a loss of $70,000,000,
or & per capita loss of 756 cents. From this it is clear that the per cn'plta'
profit of 73 cents on first-class matter, and the per capita loas of 16 cents
on second-class matter are almost an offset, or, in other words, that every
;\&:, woman, and child in the United States is taxed 73 cents by way of his
4 r postage, over und above the charge for carrying his own letters, in
order to meot the deficiency arising from underpaid second-class mail matter.

* * * * * * *

No public statute has ever been more favorably or ben
in the interest of those for whom it was made th:n has t}g‘?:t“gf?l?::l?‘:
1879, by the Post Office Department, in aid of the publishers of newsplpeu'
and periodicals, ’l:hey not only get all that Congress contemplated, but a
f,:}e“ desl more. The business of periodical publications was almost in ita
be‘mu:y at the time of the passage of the act, both newspapers and magazines
ng relatively small and having only a limited portion of their space de-
voted to advertisements. Monster editions, large special issues syndicated
supplements, and other present-day features were then unlmo'wn and not
mtemplated by Congress, but step by step the publications of 1879 have
nhenlarged and transformed until in many instances they have become
lembl::‘c,z o}ngon‘;zlrli:iutnor: t{;orlpmcttiical handling, but having at least a
nio}l}\ :‘ s}?c&?d—dgu ma¥l o tsr.aw, ey bave succeeded in securing admis-
ut whether the present law is favorable or unfavora
lop§ as it is the law, it is the duty and the purpose ;fbtll:o:: twhle:op:llglvivc'n?i(2
i:m ster the Post Office Departmeni to give publishers all the rights and
nefits to which they are entitled under it, * * o, &

The Annual Reports of Postmaster General Albe
for the years 1918 to 1916, inclusive, each make re‘f.::zr?zn?eu{cl)eigg
necessity of taking at least, moderate steps to require those using
the gecond-‘class privilege to pay a fair part of the cost of that
service which was placed by the “Hughes Commission” in 1912
at upwax:ds of 6 cents a pound, disregarding however, certain
costs which it could not determine but which could re:{dily add
another 2 cents. The report for 1916 stated that:

In view of the continued increase in the volume of second
handling and transporting of which at rates so pnwntlyn Inﬂc?::ul:t.:tﬂ: t:;:
:I?vi‘::x‘:"t?&?ﬂ?:i com}:n;ly growing dburden ‘on the postal revenues, it is
ecessi or j
phvious it the necess x)x"ente:.ome readjustment of the rates on such matter

- Postmaster General Burleson’s Annual Report f

commenting upon the enactment of the law 0? Octog;r lg lgi)ll';]

:)vhl:lch etagtabllshéad lzonle ({at:)es for advertising portions of éertain'
ublications and also le an increase in th

reading portion thereof, said: n the flat charge on the

The department does not favor the use of the postal »
AT h ystem as & means of
raising revenue except to meet the cost i i
Co;\}:n%ttees 0(‘ Congrgu. of the service and so informed the
e rate of postage on second-class mail has bee
of extended investigations and an increase in ti::et!'l:t::b ':st gﬁe.n Mumber
mended many times. The difference between the revenue from this lrecom-
mail and the admitted cost of its transportation and handling is so . a:s 05
the proof so conclusive that the publishers could no longer hopeut:nd‘fn
some just and remedial legislation by Congress. It was for Congress to d e'sr
when it would legislate upon the subject, and it deferred such le ialmt:'l n
until a time when it was dealing with many other questions which 5 o ll‘m
to the patriotism and sense of fairness of tKe people. Ppegled
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Bome pul 4 claim that they cannot pay a higher rate of postage. It
must be conceued that the plea that legitimate business cannot readjust itself
to the normal cost of its conduct is without merit. They also claim that the
increase on that portion of periodicals devoted exclusively to advertising
matter will result in the discontinuance of advertising und therefore the dis-
continuance of the periodical, which argues that this business cannot pay
ita legitimate expenaes. This is not believed to be true of the publishing or
any other legitimate business.

In 1933 the Director, Bureau of the Budget, made an informal
request upon the Department regarding the possibility of an
increase of the rates of postage for mail matter of the second
class. There follow excerpts from the Department’s reply to the
Director, dated December 8, 1933 which for reasons not apparent
when considering the heavy annual deficits realized from second-
class mail, expresses a view different from that previously held
by Commissions delegated to study the problem and by members
of Congress, postal executives and others in high authority.

For a considerable time, particularly since the annual publication of the
results of the cost ascertainment was begun & number of years ago, objec-
tions have been voiced to the low rates of second class postage. These objec-
tlons have been multiplied in the years of the depreasion, duriig which there
has been an extraordinary increase in the deficiency of the postal revenues,
It has been pointed out that the principal part of the deficiency of: the
revenues is traceable to the loss in handling second-class matter, and the
amount of this loss has been characterized in some quarters as a “subsld{'
to the publishers of newspapers and magazines. The proposal to raise the
rates oF postage on‘publishers’ second-class matter is calculated to elimina
this socalled subsidy—to secure additional revenues from second-class mal
sufficient to meet the expenditures which are apportioned to that class of
mail matter by the cost ascertainment.

It is the opinion of the Department that the present ratés of postage on
publishers’ second-class matter are as high as the traffic will bear; that no
additional revenue would be produced by an increase in gsecond-class rates;
that on the contrary any increase in second-class rates would operate simply
to drive second-class matter out of the mails and in the last analysis would
reduce rather than increase the postage revenues. )

This proposition needs little argument. The facts with respect to the trend
of the revenues since the application of the higher rates which became effec-
tive July 1, 1932, amply demonstrate the inefficiency of horizontal increases
in the second-class rate structure as a means of producing larger postal

revenues,
* * - * * * *

¢ o o |t isto be borne in mind also fﬁut for a number of ienm‘then ’

hes been a continuous decline in the volume of mail of all classes, resuiting
from economic causes, and that this decline has in fact been more severe
in the case of the advertising portions of newspapers and ma azines admitted
to the mails as second-class matter than in any other class of postal business,
this having shrunk about 36 percent between the fiacal year 1930 and the
fiscal year 1932. With all proper allowance for these factors, however, last
year's experience under the high rates of the 1932 Revenue Act socms to
demonstrate conclusively, if indeed any demonstration was needed, the fal-
lacy of the higher rates of postage on second-class mail will add substantially
to the postal revenues.
* - * * * * *

The chief reason for this is of course found in the fact that publishers will
only make use of the mails 8o long as no cheaper or more satisfactory means
of diatribution is available. When it comes to the handling and distribution
of newspapers and other riodical publications, the Government exercises
no monopo:;i?e as it does in the case of sealed letters. It only provides a sarvice
which publishers can avail themselves of if it is in their interest to do mo.
If postage rates are too high they can distribute their publications by freight
or express, or by private messepger, or through news agencies, or by com-
bination of several or all of these methods. This is particularly so in the case
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. metropolitan newspapers and yviivdicals of large circ
. . ulation
ufons. of these classes are depending less and less uﬁ)on the mails :lml‘\ f:ebc{i’::
of distribution. Even when publications are compelled by force of circum-
:tlnv:::‘et?szo ren(llalnbm !.ll]m muxlsl, I}:lgher postage rates mean higher rates to
y ers and subscribers, and these In turn m
circulation, and in the end "reduced mail volume?un reduced bulk and reduced

* * . - * » *

The Department’s position is that no eppreciable revenues
from any readjustment of the rate schedule which would leave‘:ﬁid‘:c‘lsu“nl:
publications in the mails In approximately their present volume. It believes
t:m any further horizontal increase in the rate structure would so diminish
the volume as to reduce the aggregate revenues, and that if such an increase
were subs.tantml' it would, practically speaking, drive second-class matter out
of the mails. This raises the question whether, in view of the loss in handling
?:te:};g;v:; l})‘y thttah._nnnual cost ascertainment, it would not be in the public
nterest ! ma&ill:? is bappen—that is, for second-class matter to be eliminated

In its more important aspect, this question is of course one of i
As has been seen, it has been the practice of the Govemmentosirl:::lil& I;:E:g-'
t;on to fix cheap postage rates on newspapers and magazines with a view to
the widest possible dissemination of news and information among the people.
The abandonment of this policy and the establishment of a second-class rate
schedule high enough to insure the recovery by the Government of the whole
cost of handling each newspaper and periodical publication deposited in the
mails would deprive a considerable proportion of our population of what is
perhaps the most imgortant and substantial benefit which they derive from
the postal system. Those who reside in metropolitan sreas would be little
affected. For the most part their magazines and newspapers are bought at
news stands or are delivered to their homes outside the mails. But the smaller
communities and the rural districts depend almost wholly upon the post
office for this service, and if newspapers and periodicals shoul(f be excluded
from the mails by ‘high rates of postage, the greatest inconvenience would
result to these sections. One of the principal objects of the establishment of
the rural deliyery service was to provide a means for the regular distribution
of newspapers to the homes of the farmers, and it is not too much to sa
that the usefulness of the rural free delivery, which now reaches more thaz
25,000,000 pecple, would be very largely destroyed by the adoption of pro-
hllgtlveidpogtnge'rates upon matter of the second class. r

onsidering the question from the standpoint of the publi
publications would be the most injured. By far the pri}r)lci;:nslhg:sr'ttgf :}?;Bllierl:
culation of metropolitan newspapers is outside the mails, and probably the
bulk of the circulation of the popular magazines as well. But the editoryol a
country weekly or of a farm publication must, in the nature of things, reach
his clientele through the mails or not at all. The establishment of proh'ibitive
rates for second-class matter would leave the large magazines and news-
papers at no materinl disndvantage, but smaller publications, especially the
newspapers which servd the rural districts and the spcciuli'zc(l periodicals
whose subscribers are limited in number or widely scattered geographicall
it would probably destroy altogether. In this connection, it will be well t’g
point out that, contrary to the popular belief, the heavy magazines and news-
papers carrying a large content of advertising matter come much nearer to
raymg their way in the mails at the present rates of postage than the small
ocal publications. The greatest loss occurs in handling the small papers, and
it of course follows that any change in the rate structure calculutetrto make
each subdivision of second class matter pay its way in the mails would fall
w(:tzlogr:ates: severity not;pt:;ll the lurge“pu})lilshers but upon the thousands
[ untry newspapers and other journals of limi i i i
have the privilege of second-class tJ:ntry. mited circulation which now

The many serious disadvantages to the public which woul
elimination of newspapers and magazines from the mails a‘:erii‘;il:vﬁ?r?ot{::
obvious. Against these disadvantages, however, the claim is made by tho
who advocate higher second-class rates that the Government would gﬂ'ect“
pubstunhal saving in the cost of post office operations, a saving of course fa.
in excess of the revenues which would be lost. This claim rests upon the a)howf
ing of the cost ascertainment that the apportioned cost of handling second-
class matter amounts to several times the receipts from sccond-class postage
’
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and in fa. . appears to assume that the elimination of second-class matter
from the mails would save the cntire amount of this apportioned cost. It
remains to consider whether it is so.

* * » * * * *

This position of the Department in 1933 presents a_ decidediy
defeatist outlook for the future as regards the correction of the
deficit situation and differs materially from that expressed earlier
by Presidents, Congresssional Commissions, Members of the Con-
gress and postal executives with respect to the level of second-class
rates. It may, however, have been based to a considerable extent
on postal operations for the period (1929-1933), when conditions
were subnormal as the result of the serious depression then
existing. The reasons advanced in support of this position may
be fairly challenged as not applicable to present conditions, and
these reasons are discussed throughout this Report.

(ed]

Publicity given Second-Class rate situation

While the annual and other reports issued by the Post Office
Department and the reports issued by Congressional Commissions
delegated to study the second-class mail situation, have over the
years contained information regarding second-class rates and
the rclated heavy annual deficits incurred by the Department
in the handling of-this class of mail and have called attention to
the burden imposed thereby on users of other types of postal
service, particularly first-class mail, or on the United States
Treasury, little mention has been made of these facts in the
public press and in publications generally to disseminate to the
public these important items of information,

Public opinion is an important factor in bringing about equita-
ble adjustments in existing statutes. As regards second-class
rates and the related heavy deficits therefrom, the limited publicity
given thereto has resulte({ in but little informed public opinion to
counterbalance the views submitted to the Congress by a highly
organized publishing industry operated for the most part as an
undertaking for profit. This industry, obviously interested in
maintaining the lowest possible level of rates has vigorously
opposed any effort to increase second-class rates to a more reason-
able level. In contrast the public at large, in particular the vast
number who for the most part send only first-class mail, lack or-

ganization and thus cannot effectively present their point of view.

The Post Office Department has issued certain factual data
but the circulation thereof has been limited. Being an executive
agency organized primarily to carry out the will of Congress, it
has been more interested in the routine administration of the
postal statutes than in pursuing an aggressive policy toward
removing fundamental deficiencies in postal policies. However,
whenever the Department has endeavored to correct the unsatis-
factory second-class situation, it has not only failed to receive
the benefit of the customary channels of publicity, but its pro-
posals have not infrequently been magnified into “attacks upon
the freedom of the press” or opposed on the basis that any change
in rates would drive some publishers out of business. In con-
sequence, an appropriate adjustment of the existing legislation
regarding second-class mail has been deferred and the sub-
stantial subsidy (upwards of $100,000,000 for the fiscal year
1944) granted to publishers in distributing their publications has
continued with little public appreciation of the extent thereof.

The pogition of the publishers has been that the very low level
of second-class rates over many years established a “permanent
policy” for this class of mail, regardless of the cost of postal
service incurred in connection with their publications. That this
extreme view of the situation is without foundation is attested

- by the fact that since the passage of the 1879 Act there have been,

as shown, Presidents, Commissfons, high postal executives and
members of Congress who have taken the position that second-
class mail should more nearly pay the cost of its handling than it
has been called upon to do under the rates imposed.
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. . have, however, been a few publications that have publicly
indicuted a willingness to meet their share of sccond-class mail
costs, There follow two statements by newspapers:

From the Chicago Tribane, Scptember 2, 1945

Newspapers in the Mails

‘The post office department recently published a cohprehensive report on
what It terms its cost ascertainment system. By the department’s own figures,
obtained thru application of this system, the government, in the year endin
March 31, 1944, made a profit of 166 mi]lion follars on its first class (letter
mall, but Jost 98 millions handling second class mail, which consists of news-
papers, magazines and other publications.

t has been the contention of The Tribune for many years that the news-
paper publisher, or any other publisher, has no riiht to a subsidy at public
expense in the distribution of his product. If such a subsidy exists as the
post office report asserts, it should be wiped out by increasing second class
postal rates. In principle, the observations on this point by C. A. Heiss, the
8] eci%ll consultant of the department who prepared the report, are unexcep-

onable.

“The desire for farflung ‘dissemination of information of a public charac-
ter, or the reflulrement. that it be devoted to literature, the sciences, arts, or
some special industry,’ he says, “influenced at an early date the fixing of
rates materially below cost ¢ ® * The purposes served originally by this
concession in rates to mailers of second class matter, when newspapers and
reriodlcals were the principal media for disseminating information, are now
n a considerable measure also being served by other media, e.g., radio broad-
casting and communication companies and moving picture houses ¢ ¢ .
There would not appear to be material justification for the continuation of a
government subsidy of the present order. Rather, the approximate recovery
ultimately of a sizeable portion of the costs incurred by the postal service
for handfing this class of mail should receive serious consideration.” )

The only question to be settled is the accuracy of the department’s figures.
Mr. Heiss contends, in his report, that because of its farflung operations,
the great volume of mail handled, and the necessity of speeding that mail to
its desinations, it is impossible for the department to institute a cost account-
ing system such as {s used mo extensively in private business.

Cost asslgnment Is a substitute for cost accounting, based on sampling of
the mail handled at a selected list of post offices and the application of postal
costs to these supposed average situations. Cost accounting in itself is by
no means the exact science that many laymen suppose it to be. Cost ascertain-
ment, obviously, introduces still more variables, which may distort the final
answer.

Accordingly, sccounting representatives of publishers may establish before
Congress substantial objections to the supposed second class deficit, and to
the methods used in arriving at the figure. That does not change the funda-
mental fact that publishers are not entitled to a free ride in the mail cars,
and should not ask for it. Speaking for ourselves, we don’t want it.

‘Editorial from the Newark Evening News—reprinted
in the Congressional Record of May 13, 1932

Tazing Dispatches and Second-Class Mail

Iri its search for new revenue the Senate Finance Committce favors higher
second-class mail rates and proposes fresh taxes on the transmission of news,
such as leased wires, telegrams, telephone messages, cablegrams, and radio-

grams,

The attitude of this newsglper toward increased postal rates was stated
some time ago. In July, 1929, when President Hoover advocated making the
Post Office Department pay its own way, the News said:

“Jt is said that if the President were to carry out his idea of regarding
the post office as a business institution, with the cost of each class of
service borne by those who receive the benefits, he would incur the oppo-
sition of every newspaper and magazine in the country. This newspaper

(es]

would not object. 1t knows no reason why the public should be taxea to
{:“ﬁ' !'I.s pustage bills, any more than its telephone, telegraph, and cable
ills.

The Senate Finance Committee has voted to go back to the schedule of
socond-class postal rates of 1921, Postmaster General Brown advocates the
more reasonable rates of 1926, which he estimates would bring in about the
same additional revenue. The Post Ofice Department should know better
than anyone else. The Post Office Department faces a deficit. If it is con-
vinced that one way to meet this deficit is by increasing the second-class rates
its wisdom should be deferred to and the newspapers and magazines should
bear the cost of the service furnished them.

With an institution that relies so much on instantanecus transmission of
the news as the newspapers, the transmission taxes would be a heavy item.
The newpapers are no more anxious to take this tax than gas consumers want
to bear the burden of additional taxes on gasoline or any other buasiness to
bear the burden of what affects it directly. But the same rule applies here as
to_all other taxes. If Washington can demonstrate that the proposed trans-
migsion taxes are equitable, ‘-2y come under the head of things that must be
done. There can be no enthusiasm about it, because it woufd put a heavy
burden on a product that is sold verﬂ chcnpfy. Still the tax problem can not
be solved if everyone is to plead inability to stand the gaff. The newspapers
and the magazines must carry their share of the load. .
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thir 4 century and open the door to thousands of publications
which, with but little regard to their contribution to the public
good, would seek second-class permits largely because of the
liberal governmental subsidy but would later oppose an increase
in rates because of adverse financial reactions.

Economic conditions at the time also help to explain the ease
with which this one cent rate was adopted. The nation was recover-
ing from the depression of the 70's and a spirit of optimism
prevailed. Large modern industrial enterprises were being estab-
lished, and there was general acceptance of the philosophy urged
by business interests that there should be governmental aid in
fostering and developing infant enterprises. The policy of a
high protective tariff had been in vogue for some years and the
national Treasury was in good condition. The public debt had
been reduced to $1,678,000,000. The financial condition of the
Department itself was favorable during these years—in fact,
cash surpluses had been shown in the fiscal years 1882 and 1883
and the deficits of the other years were comparatively small.

In further support of the statement that there was no unanimity
in Congress as regards the low level of rates established after
1860 there follow a few excerpts from statements made in Con-
gressional debates, in 1874.

One of these was by Senator Morrill (of Maine) :

¢ ¢ o Mr President, what is the principle upon which we ought to run
the mails? Ought we to run the mails out of the Treasury of the United
States, or ougﬁt that service to be predicated upon the idea of buing gelf-
supporting? One of the two principles we must sooner or later adopt. In the
beginning this branch of the service was self-supporting, and it was designed
to be self-supporting. That feature was retained in this branch of the service
down to 1815, I think, without a sinﬁle exception, and it continued chiefly
from that time down to 1B67. Since that period we have departed from the
idea of its being self-supporting and we have relied upon making appropria-
tions sufficient to meet the demands of the service, so that the appropriations
for deficiencies range all the way from three to five million dollars a year.

* * » * L ] * *

1 do not see upon what princiﬂle it is possible for ua to conduct the service
in that way. If we intend to make this service entirely free, very well; let us
curtail the service down to the absclute needs of the people, and run it in
that way out of the Treasury of the United States, as you do the Army and
Navy precisely. Call it an establishment in the interest of the people, for the
education of {he people, and make it an appropriation absolutely from the
Treasury at large, and there may be some justice in that; but what sense
or justice is there in running the mails at an expense of thirty millions to
float seventy-nine hundredths of newspapers and pamphlets that pay a mere
fraction of the cost of the service?

Another was by Senator Morrill (of Vermont) :

Under these circumstances it is apparent that the Post Office Department
is an expensive institution and that it ought to be brought back to the original
plan.of the institution where it was kept for something like three-quarters
of a century as a self-sustaining establishment,

NotE: The reference above to conducting the postal service for the public
on an entirely free basis, meeting the cost from the United States Treasury
as is done in the case of the Army and Navy suggests this brief comment,—
the Army and Navy, also the Department of Agriculture, and Treasury De-
partment and numerous other governmental departments and agencies are
maintained in the Government's sovereign capacity, while the Post Office
Department is a government operated service enterprise. The Department
has & monopoly in respect of first-class mail but the greater part of its ex-
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penditures are in conneclion with other classes of mail handled and service.
performed in considerable measure under compctitive conditions and for
organizations or individuals operating with a profit motive. In view of this
fundamental distinction it would appear reasonable for the Department to
recover its costs,

Another was by Senator Sherman (of Ohio), who in 1874
offered the amendment to an Appropriation Bill requiring pre-
payment of second-class postage:

Sir, publishers of newspapers are like all other men. They are governed .
in the main by their interests. They are generally honorable men, engaged
in an honorab():e calling. I have not one word to say against the public press.
1 believe the public press of our day and generation 18 stronger, better, and
purer than it has been in former times, although it is still nubfect to great
sbuses. The public press is a great power in this country. No public man
would seek to engage in a contest with them. The danger is not that we would
do anything to spite them, but the danger is that in fear of their power we
will not do our duty to the country.

Now sir, when the newspaper g;ess was called upon to prepay their postage
they complained a grenl, deal about it; but public sentiment had gradually
30 developed itself that it was felt to be the fixed law that they had to prepay
their postage like other people who use the public mail. The Postmaster Gen-
eral has for years requested us to pass a law requiring newsparer ostage
to be prepaid, and public opinion has so developed itself that finally tte pub-
Lisherl of the country have been compelled to yield to that public sentiment;

ut while yielding they demanded a reduction in the rate of postage. Why 8o
Why shou¥d the amount of postage, now totally inadequate, be reduced? No
good reason can be given for it.

Why sir, if this question is looked upon as it affects the public at large,
there is no reason why the newspaper press should not pay the whole cost
of carrying their mail mutter. The general distribution and dissemination of
newspapers throughout the country is undoubtedly useful; no man would
desire to interfere with that; but 18 it unjust to charge them but one-fifth
of the cost of the labor done for them?

The debates in the House of Representatives at the time of the
passage of the act of March 8, 1879 which, as previously stated,
dealt primarily with classification of mail matter and abuses of
the second-class privilege, also contain statements of interest by
members of the Post Office Committes regarding second-class
rates in general. One was by Representative Cannon (Illinois):

® + ¢ First, as to the matter of revenue when compared with the ex-
penditures which this matter involves, I will sar that the rate on both classes

newspapers and periodicals) is too low, but I apprehend you cannot raise
the postage in this country. ) .. .

Other statements were by Representative Money (Mississippi),
b vigorous exponent of low second-class rates for the dissemina-
tion of wuseful knowledge for H’w. public good and to promote
communication, who when explaining the proposed classification
features and discussing the abuse of privileged rates when ex-
tended to publications of doubtful right thereto, said:

It does keep from the malls a vast bulk of matter which would go at the

rivileged rate, and which is made up simply of advertising concerns not
intended for public education. We know the reason for which papers are
allowed to go at a low rate of postage, amounting almost to a franking
rivilege, is because they are the most eﬂ{clent educators of our people. It is
gecnuse they go into general circulation and are intended for the dissemina-
tion of use uf knowledge such as will promote the prosperity and the beat
interests of the people all over the country. Then all this vast mass of matter

fs excluded from that low rate of postage. I say, * ® ® it is for the
protection of the legitimate journals of the country.

* * * * * ] *
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. « think it was a foolish law that reduced the rate upon news-

papers . cents a pound, bec i i :
P ermant p , ause that matter is carricd at a dead loss to

* » ] * C . * *

It is not expected that the postal s
but it is expected that it shourd be acf;‘;ln(}(;t::’:; 13[12?1 :o:‘r’l?i“i:eu:ifxe:?:';‘i’::
ciples 80 a3 to be as small a tax as possible upon the revenues of the Govern-
ment, while at the same time furnishing such facilities as will meet the
approbation of the people,

. As bearing somewhat on the consideration given to the estab-
lishment of low postal rates, it is of interest to mention that
practically every change in postage rates made during a period
of about 20 years, prior to and including 1886, became law by
means of an amendment added toward the end of a Congressional
session to a Post Office Appropriation Bill following a compromise
reached in the final hours of the gessions.

The Congress, however, while providing low second-class rates
and even “free in county” service, at a time when economic and
gocial conditions justified such aid, has at no time established
forngauyv a policy that publications of the second-class should be
carried in the mails without regard to the cost of handling in
recognition of contributions which publications might make to
public education and welfare, national development or any other
contribution to the public good. Only a limited number of mem-
bers of Congress stressed such a policy or gave the matter more
than.casual consideration and there is nothing to indicate that the
public at large, other than those who had a special interest in the
matter, seriously advocated preferential Second-Class rates at
the expense of users of other types of mail or the Treasury.

Incidentally the Congress, having a somewhat similar desire
to encourage national development, gave aid and encouragement
through land grants to certain railroads constructed in the out-
lying and sparsely settled areas. The aid to these, however, if
figures stated recently in Congressional debates are correct, has
been more than repaid through reduced rates on passenger and
frexg_hg transportation performed to date for the government. The
subsidizing of the railroads ceased when there was no longer any
occasion to extend aid. .

When the Congress after 1850, by way of encouraging dis-
tribution of reading matter, began to grant newspapers, and to a
somewhat lesser extent, magazines and periodicals preferential
rates of postage in view of the then development of the United
States and the prevailing social and economic conditions, it
abviously did so expecting that in return for such rates, the
publications would perform an important and then necessary
service to the country by way of aid in the dissemination of public
information and worth-while printed matter of a broad educational
character.

The situation in the case of the smaller newspapers, serving
largely rural populations, including those in outlying and sparsely
settled areas, called for such assistance. The establishment of
“free in county” service in 1861 was a step in this direction.
These small newspapers met a real need by binding together rural
communities and making available to them more conveniently
located printing facilities. Not all were meeting their costs and
there was also need for an increased number of these publications.

[12]

“hen there were other factors, of nationwide importance, for
some years following 1860 which gave support to preferential
second-class rates for at least the worth-while type of publication.
The States and Territories contained many sparsely developed
areas, and a large immigrant population. The country was con-
fronted with internal reconstruction problems followhig the Civil
War. Travel was slow and communication facilities were very
limited. The Post Office performed only limited service in con-
trast with the scope of service now given—there was but little
carrier delivery service in cities and villages and no rural delivery
service. The number, size, the general character of reading matter
included and the amount of advertising content were also factors
in any consideration of preferential rates.

Discussing some of these factors more fully—the Nation was
then still relatively young with extensive unsettled frontiers. In
1880 the population per square mile of land area in the con-
tinental United States was 16.9 persons compared with 44.2 in
1940. The area west of the Mississippi river contained only about
22 percent of the total population of the United States in contrast
with about 81 percent in 1940. Since 1880 the population in that
area increased about 8.6 times, while for the remainder of the
United States the increase was only about 2.4 times.

Immigration from foreign countries was heavy during this
period and there was a Teal need for disseminating worth-while
information, especially to those who settled in these outlying
and undeveloped areas. It was necessary to inculcuate American
ideals into the great numbers who were arriving from foreign
shores, to avoid the formation and perpetuation of nationalistic
or sectional groups. The Census statistics of immigration during
the years following 1870 give some indication of the number
arriving and the importance of this problem. In the period from
1871 to 1890, alone, the number of immigrants arriving from
other countries was 8,069,000 or 12.8 percent of the total popula-
tion in 1890. In contrast immigration during the past 16 years
has been relatively nominal and the absorption of the small
numbers now arriving does not present a serious national problem,
also as regards those who came somewhat earlier the military
personnel lists in World War II bear much evidence that their
Americanization has not been neglected.

Many from the Eastern States and millions of those who had
migrated to this country moved into the sparsely settled areas
of the West and there was need for the nation to weld these
various population elements into a cohesive national entity, fully
organized within its borders.

Following the Civil War the nation was confronted with the
necessity of reuniting its people in a common national program.
Economic and social conditions throughout the country at that
time were also at low ebb.

Railroad and telegraph facilities were limited; there were no
aeroplanes, no automobiles, no super highways and travel by any
means, even between local communities, was slow; and there
were no telephones, radios or moving picture houses. All of these
are now material instrumentalities in disseminating information.
There were few libraries of any size in rural communities to
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which irse could be had for information and it was necessary
to depenu upon newspapers and other publications. .

All of these factors gave justification during a period after
1860 for the Congress to encourage through low second-class
rates, the (gssemination of worth-while information through
newspapers And periodicals, particularly to the many largely
self-contained communities then existing. Rapid increases in
population and changes in area distribution, spch as were then
taking place, were very important factors in national development
and called for special consideration by the Congress.

In contrast with about 12,400 newspapers angi ngarly 12,000
magazines and other periodical publicntions,_ vyhlch in 1944 had
the benefits of the second-class mailing - privileges, there were
in the United States in the 70’s less than 5,000 newspapers and
except for a relatively small number of city dailies these were
generally small in size and for the most part published weekly.
Periodicals, including magazines, then published were less than
1,000 in number and for the most part served only limited sections
of the country. : i L

The reading content of newspapers was not materially different
from that appearing in those now issued except that its amount
and scope were limited and relatively more space was given to
matters of local interest. Advertising content in newspapers while
quite material in amount, was generally less in volume and of
a different type than at present and as a rule confined to the
back pages. It was in the main comprised of local business and
legal announcements and notices of coming events, to inserts
commonly designated as “classified’” matter and to a liberal inclu-
sion of patent-medicine and nostrum advertisements. There were
no full page newspaper advertisements as at present, until 1879.

In the case of periodicals, other than magazines, a sgzenble

ortion were of a religious character, others were of the literary

ype or organs of reform. A limited number only gave some space
to the arts and sciences. A few compared favorably with the
present day, better type of periodical..

Magazines, estimated at less than 60 in 1879, in general
devoted their pages to a greater extent than at present to serious
matters of public interest or of an educational character. The
profit motive was subordinated to a desire on the part of the
editors and publishers to render the high type of public service,
contemplated by the 1879 statute. . -

Fiction, mystery and murder tales; “terror’ stories; “true
stories; ‘‘short” stories; *confessions’; “funnies”; “f'x"lsky‘ .fg—
bles”; fight and other exciting, and not so exciting, *comics”;
crossword puzzles, and tales of love and romance, to mention
only some of the types of matter that are now contained in vary-
ing quantities in publications which have a second-class permit
did not appear, or were at best given but limited space, in second-
class publications of the 70's. ) '

It was not until after 1880 along with the new era in busi-
ness expansion, then beginning, that commercial advertising in
magazines and other periodicals, particularly the better type of
magazine, began to assume material progortlons. Sogne of the
better magazines earlier refused commercial advertising. Other
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magazines confined their inserts to announcements of books
printed by their publishers. A few recognized the revenue pro-
ducing possibilities of advertising, but such advertising matter
as was included prior to 1880 was generally of a local and classified
character and limited to a few back pages or the covers. In some
publications advertising was printed on colored paper so that
the reader, if he desired, might readily ignore it. It was not
necessary to search for the reading matter among the advertising
content as is now so frequently the case with the exception of a
limited number of publications. A few advertising agencies had
‘been organized and these were exercising a good influence in
placing advertising matter on a more ethical basis than had
previously been the general character of some of this material.
These agencies were also later, with the increasing industrial
expansion, 8 strong influence in developing national commercial
advertising which previously had been practically absent since
communities were to a considerable extent self-contained.
Confronted with the important economic and social conditions
throughout the United States—of which mention has been made
‘in this section of the report—during a period of years after 1860,
as well as the general character of periodical matter published
during that period, it would appear reasonable to assume that
when the Congress in 1879 defined second-class matter and con-
tinued the preferential rates thereon it did so from the viewpoint
of conditions then confronting it, and the character of the publica-
tions issued at that time. The Congress obviously could not have
ibtéended to foreclose later changes in rates of postage which
‘might be found deairable under substantially changed economic
dnd social tonditions, or to meet changes in the type or class of
‘rublication which could qualify for a second-class permit under
he broad and undefined termindlogy of the governing statutes,
both problems which would later confront it in a growing and
dynamic country. It could not foresee that from a few thousand

“second-class publicationd jn 1879, the number would increase to

upwards of 24,000 in 1946; that the number of pieces mailed
would be multiplied 6 times, that the average weight of these
pieces would increase at least 8 times and that the total weight
presented for handling would be fncreased about 20 times. The
last two of these increases have been influenced by the exténsive
fntlusfon of advertising matter, which from but a relatively small
volume ih 1879 increased ta approximately 50 percent of the total

. poundage of this class of mail presented for handling in the

fiscal year 1944. Most certainly the picture presented to the
Congress in 1879—67 years ago, wa: a very different one from
that now presented. It was a situation which then doubtless
justified some measure of governmental aid to newspapers and
the better type of periodical to stimulate greater development
and distribution. Such aid, however, has no longer the same
justification. ‘
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petitive commercial enterprises that also supply very essential
“public necessities”, equally as important to the public welfare
as those served by the publishing industry, viz: the grocer, the
butcher, the clothier, the general merchant and the druggist, to.
mention only a few. These cannot depend upon governmental
subsidies. To remain in business, they must adjust operations to
meet their necessary costs.

Contemporary business practices in the publishing industry

From a desire primarily for advertising content, various cir-
culation and sales stimulating procedures have been developed
by advertising and circulation managers and the one time desire
of the editorial staffs and those responsible for content hag in
the case of not a few second-class magazines and periodicals
become subordinated in importance to the operation of the enter-
prise from a commercial or profit viewpoint with the subscriber
a customer. For these large circulation has become an important
goa)l and aside from some stimulating content in the form of
editorial text and serious articles, there appears to be tlie objec-
tive, briefly stated, of “selling” advertisers a list of potential
purchasers of their products and, through liberal content of
fiction, stories and other matter, to entertain and amuse. Others,
with much the same commercial or profit motive and with much
advertising, have inclined toward relieving readers through pic-
tures and condensed articles, of the necessity of exerting them-
selves to peruse more detailed and informing presentations.

The reading public is studied to ascertain what it wants—what
will sell—and the results influence the “tailoring” of the contenta
of these publications. The more attractive and appedling the
greater the circulation and sales. Here, however, one may very
properly ask whether comic strips, fiction, stories of love .and
romance; mystery, detective and murder tales; propaganda’ and
80 on, that for the most part were not contained in publications
in 1879 were in the mind of the Congress when it enacted the
second-class statute and subsidized publications? Doubtless Con-
gress had a different concept of the type of publication which

contributed to the public good, bound a country together, increased .

its intellectual level and thus called for some encouragment. .

While such objectives and trenda produce publications good to
Jook at, contain some serious, informative, interesting and other-
wise good readable material along with amusement, entertain-
ment and satisfaction for a variety of tastes; also reduce sus-
tained reading effort, they do not justify the continuation of
present subsidies through the medium of preferential rates. .

These publications have voluntarily chosen a field of competi-
tive industrial endeavor in which to operate and should therefore
assume the related risks. If their product is good or desired, the
public will buy and they are entitled to any profit realized. Con-
versely, if not desired, the risk is theirs since the;i‘ have not been
requested by the Government to enter this field. The situation is
not different from that of the grocer, the merchant, the manu-
facturer or the business man generally.

For newspapers and also for publications devoted more defl-
nitely to good reading matter or to a particular industry or field
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this trend away from earlier standards is present in lesser degree
since the news features, editorials and substantial articles gener-
ally continue to predominate, although some contain stories, full
page comics, quile extensive advertising, sport and society items
or other similar matter earlier not included. While meeting more
definitely the purpose apparently contemplated by the 1879
stutute they are a part of a *“class” now entitled to the low
second-class rates. However, since there is no material difference
in the cost of handling by the Postal Service as compared with
other perlqdlcals and there, furthermore, appears to be no suf-
ficient basis otherwise for a special exception in their rates of
postage, none is proposed, except for the smaller newspapers
and strictly non-profit publications discussed earlier in this Report.

Analysis of typical Second-Class publications

There follow condensed analyses of the type of content of
several representative second-class publications:

1. NATIONALLY DISTRIBUTED MONTHLY MAGAZINE
containing 178 pages, issued May 1946, circulation—about 4,206,000 (1944),

Reading matter.
Editorial text Pargguﬁt of content

Articles of general interest___________________________ 16.56
Fiction and pictures, ete.__._.__ . ______ _________ 21.48 40.98
_Advertising matter.
Household articles and appliances .. _.___________ 14.19
00dS ool 12.60
Toilet articles, cosmetics and soap_ oo __ 14.32
Clothing and shoes_* ______ . _____.________ 5.76
Automobiles .. T TTTTTTTTTTTTTTTTTITT 1.69
Miscellaneous items_ 10.66 59.02

Total content___.______ 100.00

2.. NATIONALLY DISTRIBUTED MONTHLY MAGAZINE
contalning 160 pages, issued May 1945, circulation—about 2,212,000 (1944).

Reading matter.
Editorial text Par‘;f(;llt of content

Articles of general interest_._._.______________________ 6.88
Fiction, miscellaneous stories, ete.. .. _._._____________ 4276 50.68

Advertising matter.
Toilet articles, cosmetica and soap. 17.81
00d8 o

Household articles_ o _...____________ """ 4.16
Wines, béer and soft drinks - ¥

Miscellaneous items ... lgg% 49.82
Total content_ ... .. _ - 100.00
3. NATIONALLY DISTRIBUTED MONTHLY MAGAZINE
containinf 172 pages, issued February 1946

e circulation—about 9,000,000 (1944).
cading matter. . Percent of content
Condensed articles of general interest and some origi-
nal jokes .+ _________________________ 92.00
Anecdotes and jokes _______________ " """ 7.00
Advertising matter -___-_---_-----_..~---------::::::::::: 1.00
Total content. . ________ __________ . 100.00




ATIONALLY DISTRIBUTED MONTHLY MAGAZINE
containing 196 pages, issued March 1946, circulation—about 2,026,000 (1944).

Reading matter, : Percent of contont
Editorial text . m————ee 1.02
Fetion oo 38.36
Articles of general interest._______ . ... 14.37
Merchandise articles .- 1.36
Plictures, etC.o oo ecermem e 2.04 67.14
Advertising matter.
Toilet articles, cosmetics and soaps_ .. -___ 12.92
Whiskey, wine, beer, and cigarettea_ ... 9.43
Food and candy.._ ... _________... ——— 2.13
Clothing «..... - ——— 2.13
Schoolas and motion pictures 8.23
Automobiles and transportation - 2.04
Household articles and radios_ oo 2.21
Miscellaneous items .___ 8.17 42.88
Total content. S 100.00

5. NATIONALLY DISTRIBUTED WEEKLY MAGAZINE

containing 96 pages, issued October 13, 1945,
circulation—about 2,801,000 (1944).

Reading matter, Percent of content
Editorial text : ——— 8.82
Articles of general interest 19.96
Fletion caoa ool 17.34

- Cartoons, ete. aceooommacocmoo - 4.46 46.67

Advertising matter.

: Whiskey, wine and beer 9.17
Automobiles, tires, services and appliances__._____._._ 14.97
Clothing and shoes_ e 3.62
Cosmetics, cigarettes and tobacco- o qemeomeoo oo 5.34
Diesel engines, railroad service 4.18

Miscellaneous items ___ - 16.67 54.43

Total content. .o mem—a— e ————— 100.00

6. NATIONALLY DISTRIBUTED WEEKLY PERIODICAL

containing 108 pages, issued April 9, 1845,
circulation—about 1,091,000 (1944).

Reading matter. Percent of oontent
Editorial texto e 2.16
Articles of general interest . oo 34.88 37.04
Advertising matter.
Whiskey, wine and soft drinks 8.64
Automobiles, trucks, tires, accessories and gasoline... 12.36
INBUPANCE oo e mc v — e ———— 3.40
Transportation services __..._. 4.01
FoOds e ——————— 1.86
Radios oo me e — e 1.86
Miscellaneous items e 30.86 62.98
Total content e 100.00
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7. NATIONALLY DISTRIBUTED WEEKLY PERIODICAL

containing 124 pages, issued April 2, 1946,
. circulation—about 3,745,000 (1944).
Reading matter.

Editorial text Percent of content

Pictures with text and cover.—......._.___.._._____._ 46,97 48.39
Advertising matter.

Food, clothing and shoes. ... _________ . _.___________ 13.30

Automobiles and accessories._.______.________________ 10.08

Toilet articles, cosmeties. . _________________________ 6.06

Whiskey and beer____ . I ITIIIIIIITTTITTITTTTTTT 4.84

Radios - 2.42

Miscellancous items ______________________________.__.___ 14.92 51.61
Total content . 100.00

8. NATIONALLY DISTRIBUTED WEEKLY PERIODICAL

containing 116 pages, issued April 7, 1946,
. ) circulation—about 8,393,000 (1944).
Reading matter. ‘

Botarial oxt oo Percfﬂl of content
Articles of general interest____________________________ 19.00
Fiction e 18.86
Cartoons, ete. . 5.03 4483

Advertising matter.

Food and clothing oo N 11.64 .
Automobiles, trucks, tires, accessories and gasoline__.  12.93

Toilet articles and medicines__._._____._______________ 4.74
Insurance L __.__ 2.80
Household appliances and radios 431

Railroads . 2.69
Miscellaneous items ... ____________________ 16.16 55.17

9. NEWSPAPER—CITY DAILY
containing 30 pages, issued October 16, 1946, circulation—about 1680,000.

Percent o‘ column

Reading matter. tnches

News, local and national, editorial features, pictures
and other .. 4021 40.21

Advertising matter. ,
Department stores, clothing and general merchandise. 24.78

Classified and financial . _______ e 741

Liquor and liquor stores.__________.__________________ 6:91

Drug stores and medicines_. . ________________________ 3.04

Transportation service ._a . __________________________ 2.22

Amusements and magazines___._____.__________________ 2.46

Miscellaneous items _____________________ " T777C 1212 50.79
Total content .. __________________ S, 100.00
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1. NEWSPAPER—CITY DAILY
containing 32 pages, issued April 6, 1945, circulation—about 460,000.
) Percent of column

ding matter. . inches
Rea l!(’gns, local and national, editorial features, pictures 60.90
and Other oo ecemmmm o omme 69.90 .

rtising maltter. .
Adwl)epargment stores, clothing and general merchandise. 10.24
Classified —eoomoomcmmmmmom e mmmemo oo mmmemonm oo 11.64
Amusements, books and magazines. .—,o—--ooooo-o-o- 481
Beer, whiskey - 1.39
Banks, finance .

11. WEEKLY NEWSPAPER .
containing 8 pages, issued January 4, 1946, circulation—about 680.

Reading matter. Percent of conlent
News—Ilocal and nationalo o ceeoeeoooana- e mmae Sggg
Religious and syndicated articles .. ococoemrmaomcmeaa- 2
Sports and comics S .
68.71
Advertising matter. .
Local and nearby o ooooocmomeeene U 12';2
;htional oo T T 382
Parm BRleS. oo cmemoomocmemmmmmommm oo omee oo .
Miscellaneous - cccccemmmomrmommmemmmmemmems e e 6.13 81.29
“Potal COMLENE. oo ennmmmmemmmmemeeermmnemnmemeemmmmmemneaaees 100.00

12. WEEKLY NEWSPAPER )
containing 20 pages, issued February 14, 1946, circulation—about 6,700.

Reading matter. Percent of content
- General news—mainly local o .ooooeeommaeomomooononee 3{2%
Edtorials ——-ccocmcommemmcommmmmmmmmmemoemsmmmmmseeos 128
T i
Veterans oa el T 2.83
C and historical oo remeeememm e R
Fn‘:xf and home and recipes . cocooecmeoomoomoo- 3.68 44 .86
dvertising matter. .
4 ”‘Cl;:‘si ed and display—mainly localooenooooomooee-e 42!152
Farm 8AleB o cccmcmmeoooooommsmmsmesmsmemommss=moooos .
Legal—local - o oooomonmmnmmromemommmm oo e mnmmm e 1.49 66.16
100.00-

Tota] content. o --cocommemmcosmmmmcsmssmmroseossoosmsooossosoooos

18. NATIONALLY DISTRIBUTED QUARTERLY.COMIC MAGAZINE
containing 84 pages, issued January 1945, circulation—269,000 (1944).

}ioudiny matter. Pegg;t of content

Comics ... TN 238
Advertising matter.
Miscellaneous -.ococoomooommmormemmmmmomesmnommemoooos 8.33 8.338
Total content. ..o —-emesocmmm=smmcme=mmosossssossoooososmoemsooos 100.00
[82]

. NATIQIYALLY DISTRIBUTED MONTHLY DETECTIVE MAGAZINE
containing 118 pages, issued May 1945, circulation 107,000 (1945).
Reading matter. Peroent of content

Practically all detective stories and comments on erime  81.00
Advertising matter.

Miscellaneous _ .. .. 10.00

....................................................... 100.00

) 16. UNIVERSITY BULLETIN OF INFORMATION
containing 220 pages, issued March 1945, circulation—about 7,700 (1944).
Reading matter. P

Description of courses of instruction and genersl di- ercent of content

rections for students._ ... _____ .
Advertising matter loggg

Total content

—

S e e e e ————— 100.00

Menhon' has been made of the more serious reading content of
many earlier second-class periodicals in their endeavor to comply
with the spirit of the “fourth condition” defining this class of
mail in the 1879 Act in comparison with many now issued under
that statute. There follows a list of some of the earlier general
magazines and periodicals which, for one reason or another, have
been discontinued or merged over the years. No further comment
is offered regarding the quality, or otherwise, of these publica-
tions. The readers of this report can judge wilether or not the
contributed on the average more genuinely to the public good
than many favored present day puglications which the public is
urged to buy—particularly those in which comic strips, fiction
niystery and other stories, miscellaneous pictures, advertising in
spundance along with other sales features are liberally included.

Total content

Review of Reviews Scribner’s

World’s Work Outlook

Century ) Youth’s Companion
Everybgdy 8 Current Opinion
Munsey's System

Golden Book Science and Invention
Leslie’s Weekly Forum

St, Nicholas , McClure's

Delineator '

) - American Bo :
c Ll!;era;-y Digest ‘ Arts and Dec)(,)rati'on

omic strips in particulay, have become a very importa ale
feature in recent years for many newspapers a!x,xd pgriodir::talssa.lﬁ
has been estimated that over ome-half of the total population
now regularly “read’them. The better comic artists are com-
pensated on a par with movie stars and publications which feature
t!xem 'extenmyely spend considerable sums for this product. They
likewise attribute to their Publication a substantial part of their
income. Comic atrips are a “commodity” in the publisher's market
and if large sums can be paid for their production it should be
possgible to pay the cost of their handling in the mails.

Increase in Advertising Content gince 1879

In the section of this report entitled “Identical Ch
Advertising and Reading Portions of Second-Class Publ?g‘ft?or{:’l:
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mention nade of the general character of advertising content
in this cluos of publication and the close interrelation and inter-
dependence between advertising and reading content—to the ex-
tent of justifying the same rate of postage thercon.

Much advertising in these publications is of high type, contain-
ing informative and instructive “reading” matter, but much also
contains “propaganda” material. It brings to the altention of the
public the things it can buy and where they are available. There
is also the “classified” matter which serves an excellent purpose.
Over-all, advertising renders a useful service in our national and
local economic life, :

Advertising content in second-class publications is, neverthe-
less, of direct interest to the Postal Service, particularly as regards
its increase since 1879. Prior to 1879 when this class of mail,
with its low preferential rates, was defined, there was little
advertising of the type now presented worthy of the name. There-
after, during an era of industrial and business expansion which
brought to this nation in less than three quarters of a century more
of material progress than had been experienced in thousands of
years prior thereto, commercial advertising, local and national,
in newspapers and periodicals developed rapidly. Publicatipns and
newspapers of the religious type no longer afforded the important
advertising media. .

Between 1880 and 1946 total advertising revenues of news-
papers and periodicals are estimated to have increased from about
$40,000,000 to about $1,000,000,000, or 26 times. Of the last
mentioned amount, magazines and periodicals received about one
third since they are fewer in number than newspapers. These
revenues not only reflect the overall growth of advertising volume
in publications, but they point to the increase in the number of
publications now carrying advertising content, their size and
the extent to which advertising is contained therein. From a
small number of publicationa to many, from small publications
to those several times their former average weight, from little
or no advertising content one now finds in some no advertising
and in others upwards of 70 percent, with many of the large
publications within the range of 35 to 70 percent. Such advertising
content presents large volumes—in the fiscal year 1944, about

504,000,000 pounds—to be handled by the Postal Service at much
less than self-sustaining rates of postage. Only about 53 percent of
this volume was carried at rates higher than for reading matter.

‘No such advertising volume existed in 1879 and the develop-
ment to present proportions obviously could not be foreseen by
the Congress when it enacted the second-class statute. The inclu-
gion in publications since 1879 of this large advertising content
calls for special consideration in connection with second-class
rates. Advertising in publications is definitely a commercial un-
dertaking with a profit motive and one may therefore readily
ask whether this type of matter disseminates information of a
public character or is devoted to literature, the sciences, arts, or
some special industry. The problem presented is not one of debar-
ring advertising from publications but rather one of the rate
of postage which should be paid thereon in view of the volume

which has gradually come to be placed in the mails for handling. .

While advertising content in publications since 1918 has been
paid for at zone pound rates, which for the longer hauls are higher
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«nan rates on reading content, these rates produced in

year 1944 only about $13,300,000, or $5,700,I:)00 moreithttli‘leifﬁ :ﬁ?t:
matt:er had been handled at the regular flat reading matter rate
of 114 cents per pound. Advertising content, in the fiscal year
1944, contrlbuteq about 39 percent of the weight of all second-
class matter and it was thus clearly responsible for a considerable
portion of the deficit on publishers’ paid second class mailings
an}oun.tmg.to upwards $100,000,000 for that year. The result of
this Situation is that the Government is subsidizing extensive
quantities o.f.advertising matter when its original purpose, under
then prevan]mg_ conditions, was doubtless to subsidize l:eading
magter along with only incidental advertising content.

1'01: those publiqn'tions which have gone extensively into the
carrying of advertising, a large circulation and the largest pos-
sible list of subscribers is desirable, since the larger the circula-
tion the.morg can generally be charged for advertising inserts
Circulation gives the advertiser an opportunity to tell a widely
gxﬁg:rl::;e‘iinplfmhtct;nn pr;ll)llt_ alzput his products instead of througi‘;

) ac e publications in i i i
a ;Ixt)tential list of pur‘éhasers. tn which he advertises sell him

t ia assumed that advertisers should be willing to incl
their payments to publishers their fair proportion %f the ;ulllld gom
gfoggf;aglserwce for c_opifs handled in the mails. They would, ob-

, have no occasion to expect govern id i i 4
anéi (tl)oubtless would not desil?e it.g , mental aid in this matter
ubscribers to publications with large advertisi
receive somewhat !o)ver sufscription grates as thr;grzgﬂ:;:n:fn;g
inclusion of advertising, but perhaps they should because of the
inclusion of a type of matter in which they may not be interested
\{e_ry few readers buy a publication merely to obtain its adver-.
tising content. These views are further emphasized by the fact
that in recent years a number of publications have come into the
r::r;(;‘l,;e“;blph cont(;nn ﬁubstsr}tiatl. reading matter, with little or
rtising, and sell readily fo i i
o evertising ! y for a price as high as 25 to 86

The Congress in the 1879 statute recognized th
incldenta} advertising in second-class publgications l?u{"icth:f)is?)negf
presse('i.ltself definitely that publications devoted primarily to
advertising were not to be entitled to second-class rates, This ac-
tion by the Congress would appear to indicate that it had in mind
as regards preferential rates for second-class matter g type of
publ}c.ahon vyhu_:h featured worthwhile reading matter with ad-
vertising an incidental feature. In any rate revision for this class
of publication a reasonable advertising content should be per-
mitted by Congress but such content—because of a close inter-
rélation and interdependence with no difference in the cost of
handling by the post office should be taken together with the read-
ing portion and the same rate of postage applied to both. The
mclustlgnt (l))f mcidenftx_;! aliivertising, no doubt recognized then as
now, that because of its better revenue i .
in Ir:‘rleetli,ng the coslst of original copy. aspects it might be helpful

‘mphasis ‘is placed by some publishers upo i
service gendered in recent years to the Govg-r?mtel:\% ?l(li v&x;hgir;g
of bond issues and other war and fiscal activities as a measure of
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justification for low second-class rates. No one questions that
second-class publications performed an outstanding and appre-
ciated service for the Government in this respect and that they
helped to unite the country behind a common cause by bringing
to the attention of their readers, without direct compensation, the
financlal and military requirements and other responsibilitics of
the Government. However, other organizations, other news dis-
tributing media and millions of private citizens likewise performed
similar patriotic services in this great emergency without direct
compensation. It may be said, however, that while the publication
of such information was a valuable and appreciated service and
helped materially to stimulate the interest of the public, the under-
taking was inseparable front the field in which the publishing in-
dustry has elected to function. The public expects these publica-
tions to disseminate information of a public character and if they
had not published the particular information referred to there
would have been criticism and in all probability a reduced demand
for their issues. Consequently advertising and subscription rev-
enues would have suffered. Doubtless, however, if the Govern-
ment had paid for advertising space devoted to its purposes at
regular commercial rates and the publishers during this period
had paid self-sustaining rates for handling their publications in
the mails, the Government would still have been very substantially
the creditor. :

The inclusion in second-class publications since 1879 of exten-
sive advertising (without regard to other matter included) has
changed so materially the character of many publications of this
class that there no longer appears to be any basis for rates of
postage thereon ultimately less than at a substantially self-sus-
taining level,

Extent to which the Report is interested in
Second-Class publications

The foregoing paragraphs of this section contain comments re-
garding certain aspects of some present day second-class publi-
cations but these should not be construed as applicable to all of
the vast number of these publications. It is unfortunate that under
existing statutes the censorship feature interferes with the sepa-
ration of the “wheat from the chaff.”

Many second-class publications are distributed by media other
than the mails—by transportation companies, news boys or over
news stands and the postal service in general receives for handling
only those which it is more expensive or impracticable to dis-
tribute by media other than the mails. The report recognizes that
it is the obvious right of the publishing industry to distribute its
publications by any media that it selects, The industry will doubt-
less continue to do so, and to a greater extent, in the future. This
course, however, should not give the Post Office Department seri-
ous concern since unless it receives substantially self-sustaining
rates for the greater part of second-class mail, the more of these
publications that it handles the greater will be the deficit realized

—a disastrous situation for either a government business enter-
prise or a private industry.
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“In conngct!qn with the foregoing comments regarding second-
class publications it is important to emphasize again that this
report is not directly concerned with the volume, general charac-
ter, or content of the publications issued as such, nor is it inter-
ested in being critical of them. It is concerned only with those
aspects thel:eof which present rate and other problems to the
Postal Service when they are presented to it for classification,
handling, transportation and delivery. Any discussion of these
publications should thus be 80 construed, i.e., as directed solely to
those aspacts with which the Postal Service should be concerned
—and ‘those of concern to the users of other classes of mail and
the United States Treasury. Stated in another way, the problem
presented to the Post Office Department is whether the general
character and the content of these publications, when handled in
the mails s such as to justify the continuation of the large annual.
deficits that result from the low preferential rates of postage
which have been accorded for nearly three-quarters of a century.

Flactors responsible for current Second-Class problems

- The present second-class' problems of interest to the Postal Serv-
ice—the most outstanding of which is the increasing annual deficit

from its handling—have in the main been affected by the follow-
ing factors: ‘

The considerable’ exxanslon in Industrial and business activity. i
.Two world wars and an intqwening serious depression,

. Social progress. v .
The growth of and -spread in population.
The changes in reading habits.

The increase in postal facjlities for handling this class of mail and its
longer average haul.

The decreased purchasing poWer of the doll ived b
* Department for-itd -efvxpces. ollar received by the Post Ofice

The broad interpretations possible under exjsting statutes with respect
to‘pu lications that may qualify for permits, and '
9. The low préferential rates Accorded this class of mail.

The firat five of these factors have presented primarily the prob-
lems of volume and character of publications, While total circula-
tion of publications has definitely increased, volume, measured
either in pounds or by g)ieces presented for postal handling in the
fiscal year 1944, shows no material change from that presented
16 years ago—a situation which, to a considerable extent, can be
attributed to the use of tther competitive distribution media.
There are now some indications that the pleces and copies of
lighter average weight, é)resented for handling, are increasing.
However, with rates yielding on the average less than 25 percent
of the cost of ]mstal service rendered, in the handling annually
of upwards 4 billion pieces of this class of mail, the major factor
contributing to the large annual deficits is apparent.

As regards factor (6) : increased city, village and rural dellvery
service; improved postal handling facilities and an average longer
haul for this class of mail, with no material increase in rates over
many years, have made their respective contributions to Postal
Service costs and increased the deficits. o

Concerning factor (7), the decreased purchasing power of the
dollar: In 1880 the Post Office received $2.00 for each 100 pounds
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of this cls.s of mail handled. Now it receives on the average, and
for a longer haul, about the same $2.00, but they are dollars of a
decreased purchasing power as compared with those received in
1880. It takes more of the present dollars to meet the increased
wage of an employee, to pay rent for space of the same size, to
transport the same volume of mail matter, to purchase the same
quantities of service, materials and supplies than it did in 1880,
to say nothing regarding the wages of increased personnel to pro-
vide a better postal service. In terms of purchasing power second-
class rates are actually now substantially lower than in 1880. This
situation likewise presents a material factor in producing the
present deficits for this class of mail.

With respect to factors (8) and (9) : these, in addition to pro-
ducing considerable volume handled at & loss, have injected an-
other problem, namely the determination #as to whether or not &
publication is entitled to second-class rating.

Mention has been made earlier of the difficulties experienced
by the Post Office Department over the years in administering the
“fourth condition” now contained in the section of the act of
March 8, 1879 which states among other requirements, later men-
tioned, that a publication to be admitted to the second-class “must
be originated and published for the dissemination of information
of a public character, or devoted to literature, the sciences, arts,
or some special industry.” This terminology is undefined and it
has thus been difficult in many instances over the years, to deter-
mine whether a publication, because of questions regarding its
character, should or should not be granted the privilege of second-
class rates. The problem has been further aggravated by reason
of different individuals in the Department interpreting the statute
and by personnel turnover. Also precedents once established could
not readily be abandoned without difficulty or without creating
discriminatory situations. There are moreover, some publications
that were granted permits on their original representations that
have subsequently changed their character adversely but not suf-
ficiently to support cancellation of their permits in the face of
the interpretations that could be placed upon the 1879 statute by
skillful advocates.

Many publications that came into existence also saw in the gov-
ernment’s very liberal bounty an opportunity for profit. In some
of these cases the abjective of rendering a real public service was
doubtless largely, if not wholly, absent. Another reaction from
the low rate after 1885 was to change the form of, wherever pos-
sible, printed matter earlier sent through the mails at higher
rates, to fit second-class specifications.

As a matter of practical application this “fourth condition”
provides for only three situations debarring publications from
the second-class rates, viz.; if they do not have a legitimate list of
subscribers, are designed primarily for advertising purposes or
‘are circulated free or at nominal price, but even the restriction
in respect of advertising has not infrequently been circumvented

by merely including in the publication enough reading matter of -

a character to give basis for a claim of complidnce with the statute,
albeit, the publication is for all intents and purposes an advertis-
fng medium. S

[es]

More specifically, beyond these three i ituati i

W fically, ond | prohibited situations, this
t'fmlllrth' condition,” which is a Congressional mandate, is prac-
hlca y impossible of any really effective administration without
azarding the charge of censorship. It appears reasonable to as-
sume that this mandate was intended to have a purpose, and one
may conjecture that it was to insure that second-class publica-
::)om; should be confined to those that made a distinct contribution
the public welfare, also that the Postmaster General was ex-
pected to administer the mandate in that light when a publication
filed application for a second-class permit. There, however, now
appears to be only remote possibility under the recent Su;;reme
Court degnason”m the “Esquire” case, if a specific publication is
one of a “class” of publication that contributes to the public good
that it may be debarred from second class and its preferentini
rates, even though it requires considerable imagination to believe

that the particular content of the publication so contributes,

The obvious result of administrative problems such as h ]
mentioned is that there are now doubtless quite a numb:rvsz (tef\‘r(:
approximately 25,000 publications that enjoy second-class per-

‘mits, which reasonably present the question of their eligibility.
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Revision of the Act of March 3, 1879 and subsequent
statutes governing Second-Class Mail

The section of the act of March 3, 1879, which defines second-
class mail, containa in the “fourth condition’ a mandate requiring
that such mail matter “must be originated and published for the
dissemination of information of a public character, or devoted to
literature, the sciences, arts, or some special industry.” It also
specifically excludes from this class of mail publications “designed
primarily for advertising purposes.”

This mandate was characterized by the Penrose-Overstreet
Commission in its 1907 Report as “so broad as to intlude every-
thing and exclude nothing,” being in effect no more than a group
of words of little or no significance. :

The “Esquire” decision, previously referred to, appears to
give this “fourth condition” an interpretation so broad as to
make it practically impossible from the viewpoint of administra-
tion to exclude, without incurring the charge of censorship, a
publication which is one of a ‘“class” of publications that con-
tributes to the public good. Furthermore, the Postmaster General
under this decision may not determine whether the content of a
particular publication meets this standard as long as it is one
of a “class” which does, The result, as a practical matter, is to
open the door to all J)ublications which otherwise meet second-
class requirements and are not debarred by statute from the mails.

Considering the changed economic conditions and social stand-
ards, tastes of readers and 80 on, that have come about since 1879
(and these should be recognized) as well as the views expressed
by the Penrose-Overstreet Commission and those contained in
the “Esquire” decision, the phraseology of this “fourth condition”
as regards the character of second-class mail is now decidedly
obsolete and only productive of confusion and uncertainty to those
who must administer it. If the Congress makes no other changes
with respect of what may be classified as second-class matter it
should at least correct the undesirable situation, presented by
the language of the “fourth condition” and revise that provision
in line with present day conditions, eliminating therefrom what
appears to be largely meaningless verbiage. Doubtless no two
persons could be found that would have the same concept as to
what constitutes information of a public character, or literature,
science, or art.

The Congress, however, is apparently not bound forever to the
“fourth condition” mandate and the court decisions interpreting
it. It undoubtedly has the power through new legislation to deter-
mine the type of publication which should be included in second
class and fix rates therefor. It may feel that the 1879 statute never

intended that there should be admitted to second class as wide a
variety or type of publication as is now included and that many
now so favored should not be continued therein but should be
accorded a different classification with rates consistent therewith.
It may also feel that while many of this class of publication dis-
gseminate news or matter that is of educational value and con-
tribute to the public good, that many others now therein are of
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little value to those ends. But as a practical matter it would be
impossible for any one to separate the “wheat from the chaff.”

_Such a separation has been too long deferred, and in the mean-
time publications of many varieties, qualities and tastes have
become entitled to second-class permits under the undefined
terminology of the “fourth condition.” To undertake a segrega-
tion at this date would doubtless incur intensive opposition, includ-
ing accusations of censorship and discrimination, since no satis-
factory test of news dissemination or of literary, scientific, artistic
or general educational value can be applied. Furthermore, from
the viewpoint of fair treatment, most of these publications have
taken advantage of a situatiou permitted by the statutes, are
conforming to other second-class requirements and have organized
in accordance therewith. A change in their classification might
well react unfavorably upon them.

The foregoing, however, pertains to matters of Congressional
policy and is not directly related to the purpose of this report,
which is to present an analysis of the present second-class mail
situation. However, this recommendation may be advanced—if
the present claqsnf_ication of second-class mail, embracing publica-
tions of all varieties, tastes and qualities, not otherwise debarred
by statute, is continued and the Postal Service is to be generally
limited to the function of its handling, transporting and deliver-
ing second-class mail under competitive conditions then there is
every good reason why rates for this conglomerate class of mail,
should ultimately be established on a substantially self-sustaining
basis, for the worth while as well as for those of secondary or
poor quality, since no satisfactory line of demarcation between
them can be established,—a fact which is equally as true regard-
ing those which are in the category of “newspapgrs” as for other
periodical publications. The situation would, obviously, no longer
justify placing the burden of second-class deficits upon users of
other types of mail service and the tax payers.

. A further suggestion may also be ventured in this connection,
viz., that the publishing industry, in its own interest and that
of the publlg at large, might well embark on a polidy of “policing”
for its own industry the quality of publications to be issued under
second-class permits ; the extent, character and placing of advertis-
ing content therein, as well as other matters which now detract
from their quality and make even a temporary continuance of
preferential rates a matter of public reaction and criticism. Such
action might also serve in reducing somewhat the volume of poor
quality matter which now crowds the mails. .

Consolidation of Second-Class Statutes

As regards second-class legislation in general this is now
scattered throughout numerous statutes enacted over many years.
It would be highly desirable in connection with any revision of
the 1879 Act to have all applicable provisions governing this

" class of mail consolidated and placed in one statute, Many of the

problems now presented in connection with this class of mail
arise, not only from the complications presented by the complex
rate structure., but from confusion in interpreting the widely
scattered provisions in the statutes,
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Comparatively few persons in the Postal Service are fully
familiar with all of the related provisions of the statutes. The
governing statutes have been amended so many times and to
such an extent that it is difficult to show them in the postal regula-
tions in logical sequence and in a manner comprehensible to the
average reader. Conclusions as to some rates and practices are
therefore reached only by inference. Second-class matter is ac-
cepted at approximately 9,000 post offices and it is important that
the stzlttutes and regulations be as simple and understandable as

ossible. ‘
P The course here proposed would materially simplify the work
of postal employees and result in more effective administration of
the service. .

[vz]

A PROPOSAL FOR INCREASING PRESENT
SECOND-CLASS RATES

The cost of handling, transporting and delivering second-class
mail is influenced by the number of separately addressed pieces,
their weight, and the length of haul accorded them. Under the
existing rate structure, the number of pieces is almost entirely
disregarded. The length of haul is also not recognized except in
the zone rates on advertising applicable to about 20 percent of
the total weight of publishers’ paid pound-rate mail.

An extensive analysis shows that overall approximately 60
percent of the expense incurred by second-class mail may be
assigned to the handling of the pieces presented (disregarding
weight), 25 percent to the handling of the weight involved and
15 percent to transportation. The relatively high “piece” handling
factor illustrates the fallacy of collecting the postage principally
on the basis of weight and to some extent on the length of haul,
with little consideration to the muruber of pieces. Total collections
of postage on this class of mail are now derived about as follows:
From rates on a “per piece” basis, 4 percent; from rates on a
“per pound” basis, 76 percent; and from additional revenue for
long hauls—21 percent. .

No intimate knowledge is required tp appreciate that the ex-
pense per pound increases with the increase in the number of
pieces contained therein that must be distributed and delivered.
The illogical results from rates based solely on weight are demon-
strated in the following table showing the approximate cost of
postal service incurred “per pound” and “per piece” for different
weights carried to the several zones:

*. Ypound per plecs 8} ounoes per plocs 1 ounoce per plece
Oost por Oost per Oost per’ Oost por Ooat per Ooat per
Zono pound plece pound ploce pound plecs
-
1 plece) (3 pleces) (16 pleces)
7
Cenls Cenlas Cenls Cmls Cends Conls
39 29 (] 12 2.8 1.8
3.8 o b8 4.3 18 33.7 a1
4.3 43 8.8 19 3432 21
8.0 40 0.8 33 348 212
60 8.0 10.8 38 3.9 232
7.3 13 1.8 39 3r.1 23
8.8 8.5 13.0 43 8.4 2.4
0.8 ¢8 14.3 43 w6 28

With the cost varying, for instance, in the first and second zones,
from nearly 4 cents per pound in the case of a 1-pound piece to
about 34 cents per pound in the case of 1-ounce pieces, it is evident
that no flat pound rates applicable to the several zones can be
established which will be commensurate with the cost incurred.
The postage now paid by publications of very light weight is
so small as to be an ingignificant factor in any business. For a
piece weighing 1 ounce for delivery in the first or second zones
the charge is only Y4th of 114 cents (the present pound charge),
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or appi...mately 9/100ths of a cent. For such a publication issued
weekly this amounts to less than 5¢ per annual subscription, that
i, the Department handles and delivers 52 issues to one subacriber
for less than b5¢. If issued monthly the postage amounts to slightly
more than 1¢ per annual subscription. If this publication were
addressed to the eighth zone, a haul of over 1,800 miles, the annual
postage, based on 40 percent of advertising content, would be 12¢
per year for a weekly and 3¢ for a monthly publication.

A 8-ounce publication addressed to the first or second zones
pays less than 14 of a cent postage. For a weekly publication,
the postage amounts to less than 16¢ per annual subscription and
for a monthly, only about 814¢. For the eighth zone the postage,
based on 40 percent advertising content, would be 86‘) per annual
subscription for a weekly and 8¢ for a monthly publication.

Considering a daily paper weighing 4 ounces and consisting
of agproximate]y 9 sheets with 40 percent advertising content,
the Postal Service, at present rates of postage, transports and
delivers 365 copies annually to the firat and second zones for only
$1.87. For delivering the same publication to the fifth zone, 600
to 1,000 miles, $2.28 postage is collected. The actual transporta-
tion expense which the Department pays the common carrier is
about $2.23. After paying the railroad, the Department has ap-
proximately b cents remaining to apply against about $9.00 addi-
tional cost for salaries of clerks, carriers, and other expense.

Another example is that of a popular monthly magazine mailed
in Ilinois carrying little or no advertising. Each month the
publisher mails to California points, approximately 476,000 copies,
weighing about 79,000 pounds. The postage amounts to about
$1,185. The Department must pay at least $1,700 to railroads for
transportation of this mail direct to California distribution points,
and thereby suffers a loss of over $500 in connection with the
tranaportation alone. No margin, of course, remains with which
to pay for further trangportation within the State, or for the
thousands of individual distributions and deliveries, by the piece,
in California post offices. A similar situation exists with respect to
the mailings of this magazine to other States of the Union.

Departmental records covering mailings of a small bulletin
issued weekly by a charity service organization show that
107,700 individually addressed copies are handled in the mails
each quarter. The postage amounts on the‘average to 14,th of a
cent per piece. The excess of cost over postage on this publication
is approximately $6,000 per year. Losses incurred in connection
with mailings described in this and preceding paragraphs clearly
account for much of the present large second-class deficit.

The foregoing should demonstrate that under the present ays-
tem of collecting second-clnss postage, pieces of light weight,
of which there are a great many, pay so little postage that the
amounts collected can well be termed only token payments. In
fact, in many cases, the amounts collected scarcely compensate
for the expense of the official records which must be maintained,
leaving nothing to pay the cost of handling.

Regardless of whether rates are designed to produce the full
cost of the postal service performed, or a somewhat lesser amount,
they should, in the interest of equity, be generally proportioned
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.s8t. Some publications now pay as little as 2 to 8 percent
va the expense they incur, while others pay 85 to 40 percent, or
more in the case of heavy pieces with exceptionally high advertis-
ing content. Rates so designed should provide over-all for the
following factors in approximately the proportions indicated: for
the “piece handling” factor 60 percent; for the “weight” factor,
26 percent; for the “haul” factor, 16 percent. ISven though any
revised rates which may be established fall short of returning
to the Department its cost, a recognition of pieces handled by
introducing a “per -piece” charge would bring about a better
balance in the rate atructure. The extension of zone pound rates,
applied to reading and advertising portions alike, would insure
charges more nearly commensurate with distance hauled. Over-all,
individual publications would more nearly than at present, pay
for service rendered to them.

In such a rate structure the “piece charge” should be a flat
amount for each piece regardless of weight or distance trans-
ported. The ‘“pound charge” should combine two elements, ex-
pressed however, in one amount: (a) a charge (not affected by
distance) to cover the weight factor involved in handling and de-
livery and (b) a charge for transportation varying with the zones.

There follows below .a schedule of rates proposed for news-
papers and periodicals admitted to the second class (including
sample copies to the extent of 10 percent of the weight of copies
mailed to subscribers during a calendar year). This schedule is
based generally on the principles expressed in the immediately
preceding paragraphs and if adopted would correct, at least in
part, the major second-class problems and inconsistencies now
existing. While the “per piece” rate of only 14 of a cent now pro-
posed (together with the proposed *per pound’” rates) is much
lower than required to recover the cost of postal service and
should on the average be several times that figure, such a rate
cannot presently be made effective for the practical reason that
publishers should be given an opportunity to adjust their programs
to meet ultimately a “per ﬂiece" rate of a higher level. The rates
proposed in the schedule should produce on the basis of the 1944
volume of publishers’ domestic second-class mail, about $29,000,000
of additional postal revenue. This adjustment of the rates would
be so reasonable in amount that it should not cause any serious
dislocation throughout the industry especially since a discount of
50 percent is proposed for the smaller newspapers 5upwards of
10,000) and certain publications (see page 27, upwards of 5,600),
both of which could qualify for the discount under the schedule.

The proposed schedule of rates is as follows:

(A) For each individually nddressed piece of a publication (regardless
of the number of unaddressed copies) a charge of rﬁ cent plus the pound
charge indicsted below to be applied to the bulk weight for each zone:

Zones Cents per pound
Local 1%




SB) \ the total weight of any one edition or issue of any publication
malled to «..y one zone does not exceed one pound, the pound charge shall be
2 cents in addition to the piece charge.

(C) The rates of poatafe charged on publications described in (1) and
}2) below shall be one-half of the piece and pound rates set out in (A) and

B) above: )

(1) Newspapers, except as provided in (D) with total average circula-
tion not exceeding 7,600. To qualify for this concession a news-
paper must be issued weekly or morc frequently. It must have
the characteristics ordinarily displayed by a publication commonly
considered a ‘“newspaper” as distinct from a magazine or other
type of periodical publication accorded the second-class privilege
and as regards its contents should include mainly current news,
editorials, articles and items of interest to the general rublic,
with or without advertising, and not be devoted to a particular
trade, industry, occupation, religion, or profession; and as a
further condition to the privilege of transmission in the mails at
the stated preferential rate, the publication shall be submitted to
the Postmaster General by its publisher whenever required to
permit a check of its character.

(2) Newspapers and periodicals except as provided in (D) below main-
tained by and in the interests of religious, educational and philan-
thropic organizations and associations not organized for profit
and none of the net income of which inures to the benefit of any

rivate stockholder or individual; and official bulletins of State
epartments or boards of health, public charities and corrections,
and agriculture. .

(D) For single copies of newspapers and, periodicals addressed to actual
subAcribers within the county where published and printed in whole or in
part, and mailed for delivery from a post office which docs not have city,
village or rural delivery, or star-route service providing rural delivery, the
rate of postage shall be % cent per cop{. without a “per pound” charge.

(E) When the advertising content of a publication exceeds 60 percent but
not more than 60 percent of its total content there shall be applied a sur-
charge of 10 percent of the regular charge and if such advertising content
exceeds 60 percent of the total content, a surcharge of 16 percent.

The rates proposed above contemplate discontinuance of the
“free in county” privilege and all pound, “per copy’’ and multiple
rates now apRlicable to publishers’ second-class mail. They also
discontinue the b6 percent advertising exemption. These rates
would apply alike to portions of publications devoted to advertis-
ing and other than advertising. The “county” would be eliminated
as a rate unit except for offices within the county of mailing
which do not-have city, village or rural delivery, or star-route
service providing rural delivery. No change is proposed with
respect to the rates on transient second-class mail.

The statement which follows presents an estimate with respect
to revenue which would have been received from the proposed
rates if they had been in effect during the fiscal year 1944, with

the same volume and distribution as then presented for handling.

It is impossible to predict the increase in revenue that might be
expected for the future if the rate schedule proposed were made
effective, since there would doubtless be some changes in volume,
particularly from increased use of media other than the mails
in making distribution—a trend which has been definitely in
evidence for some years under the present low rates in the case
of the larger nationally distributed publications. While there
have been material increases in total circulation during the past
16 years ending in 1944 neither pieces nor pounds of publishers’
second-class mail presented for handling by the Postal Service
have increased. .
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.aated Revenue From Rate Schedule Proposed for Second Class Mail
{Based on voluime and distribution prosented for hundling In the fiscal year 1044.)

Tots! Postuge
Plece Pound esthnated ‘;uec:vml. I(r:lt:)n(m
Rate grou Jluye JLugs revenue scal yoar ~(e)
group postige | b brie) | v
() (b) (o) ) (e) n
Regular:
Nowspapors—circulation cxceeding 7,600 | $8, 119, 000 1§13, 056, 000 [$19, 175,000 | §8, 938, $10, 239, 000
Publlcations transferrod from “exempt” | 1,008,000 [ 1,108,000 | 2, 114,000 829, 000 1, 585, 000
classification.
All other publications... ... ... 6,081,000 | 10,156,000 | 26,137,000 | 13,000,000 [ 13,128, 000
Totals lor group . _.................. 14, 100, 000 | 33,320,000 § 47,426,000 | 232,474,000 | 24.952 000
Special: B o
Newspopers—clrculution not exceeding | 1,988,000 | 1,975,000 | 3,961,000 | 2 748,000 1,213, 000
Re‘lxldu:, educational, philanthroplc and 1, 510, 000 1,661,000 | 3,171,000 1, 685, 000 1,688, 000
other non-profit publlcations.
Totals for group.............o......] 3,406,000 | 3,636,000 [ 7,132,000 | 4,333,000 2,70, 000
Qrand totals..__.___..__....._..._.. 17,602,000 | 36, 958,000 | 64, 868,000 | 26, 807,000 | *27,761, 000

*Exclusive of postage on matter now earzled **free In county’’ on which postage as proposed should yleld
additional revenue of approximately $1,600,000. No revenus from advertising surcharges s included.

Rales of Postage

For Regular Rato Group: 34 ol & cent ﬁer hullvmuullr addressed plece and 136 to 7 cents mrgound.
For Bpeclal Hate (Troup: 80 pervent discount from pluce sud pound rates for Rogulor Rute Group.
For malter addrossed 10 subscribers within the county where published und malied for delivery frow s 13

olllos which dues not huve lutter currler or rural dellvery service, or stur-route service providing runrﬁ‘o-

Hvory: 3£ of s cont por copy without a *‘por pouind®’ charge.  For other wutter uddressed for dolivory within

the county where published: tho sppropriate ploco and pound rates.

Throughout the report it has been emphasized that the present
second-class rate structure is extremely complicated. Requests
and suggestions for simplification are constantly being made by
postal personnel. Many postmasters and employees who are re-
quired to administer the rates admit they do not fully understand
them. It has also been shown that present rates d};sregard the
most important element of the cost in handling second-class mail,
—the piece. The irony of the situation is that the present intri-
cacies and violations of accepted principles of rate making accom-
plish nothing that can not be achieved more readily and equitably
under a schedule of piece and pound rates such as is proposed.
The schedule proposed is simple in structure and easily under-
stood and applied.

Correction of inconsistencies in present rates

It should be self-evident that dissimilar services should not be
performed for the same rate and that substantially similar serv-
ices should not be charged different rates. These principles are
generally violated in the present second-class rate structure and
could for the most part be corrected by the adoption of the pro-
posed schedule of rates. :

Dissimilar services, now being performed for the same rate
include: ' .

(a) Publications with a large number of pieces comprising a pound are
being charged the same‘})ound rates as those with few to the pound or heavier

publications, (Corrected by the establishment of piece rates in combination
with pound rates.)
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(b) ; portions of zone rate gubllcntions are carried unequal dis.
tances L .ame rate. (Corrected by the application of zone rates to reading
and adver.eimng portions alike.) . .

(c) Publications exempt from zone rates on advertising portions are car-
ried unequal distances at the same rate. (Corrected by applying zons rates
to thess publications.) . )

(d) Pieces containing two or more unaddressed copiea which do not require
individual handling of the copies enclosed are being carried at the same charge
per pound as pieces containing copies which must be Individually sorted and
dellvered. (Corrected by the establishment of piece mates to be applied to
each individually addressed copy or piece.)

Substantially similar services charged different rates include:

a) Advertising matter is charged higher rates than reading portions
although interrelated with reading matter and accorded identical service.
(Correcled by applying identical zone chargss to advertising and reading
portions.)

(b) Within the county, delivery by rural or star-route carrier, through »
post office box, or general delivery is being made without charge at offices
which do not have city or village letter carrier service, while such identical
services are charged 1f per pound at offices having letter carrier service.
(Corrected by the application of a flat piece charge for deliveriss within the
oounty through offices which do not have any type of delivery service and
regular pisce and pound charges at other offices, regardless of the means of
delivery.

(c) nll’\)sbllcationa other than weeklies are tharged the substantially higher
“per copy” rates for delivery at the mailing office if such office is & letter
carrier o%]ce, but for similar service at other letter carrier offices within the
county the charge is 1¢ per pound. In the latter case more service is given
for a lower charge since out of town deliveries necessitate transportation to
the point of delivery. (Corrected by discontinuance of *“‘per copy” rates co-
imn'aycnt with the establishment of piece and pound ratos applicable to all
seaond-class mail, at letter carrier offices.) .

(d) “Per copy” rates charged for publications issued less frequently than
weekly, are higher than for those issued more frequently. (Corvected by the
discontinuance of “'per copy” rates coincident with the establishment of piece
and pound rates.) :

(et)w“Per copy” rates do not apply to weeklies, but instead the postage
charge is 1¢ per pound— a much lower rate in nearly all cases. (Corrected
by tfs establishment of piecs and pound rates applicable to all publications
without regard to frequency.)

(1) For lighter pieces, “per copy” rates impose much higher charges than
the present pound rates but for unusually heavy pieces the reverse is true.
(Corvected by the establishment of piece and pound rates uniformly appli-
cable to all mailings.)

The computation, collection and recording of postage under
the schedule of rates proposed would be no more difficult than a:
present. No change in the methods of acceptance would be required
and any procedures now followed from which the publishers or
the Department derive advantages would be retained. No more
weighings or computations than are now required would be neces-
sary. It would be unnecessary for publishers or postmasters to
measure advertising to the same extent as at present and this
would result in material savings to publishers and to the Depart-
ment. Publishers would be required to state the number of
individually addressed pieces mailed but this information can
readily be obtained from their records and periodically checked
by postmasters in connection with routine examinations of sub-
scription lists to determine the accuracy of zone analyses.

The rates proposed are consistent throughout and there is
general uniformity in application to different groups and types
of publications. When future changes in the level of rates are
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1ound practicable they can be made without disturbing the rate
structure as a whole. .

The rates proposed, while yielding considerably lesa than the
cost of postal service performed, are generally proportioned to
such cost since they recognize the number of separately addressed
pieces, and to a greater extent than at present the length of haul.

An increase at this time in second-class rates, such as is pro-
posed would be moderate and reasonable. Since the piece rate
proposed is considerably short of that factor of cost, with the
weight and haul factors more nearly compensating, the smaller
light-weight publications, with generally shorter haul, would con-
tinue to have some of the advantages they now enjoy. While the
percentage increases in postage on publications of very light
weight would be relatively greater than on heavier publications,
in terms of money the increase would in any event be small,
since the postage now paid on pieces of light weight is almost
negligible. Furthermore, granting the discounts proposed to the
smaller newspapers and to nonprofit religious, educational and
welfare organizations would greatly lessen the effect of the
higher rates and continue the policy of favoring them. Concern
for them has furnished an important argument over the years for
maintaining all second-class rates at a generally low level.

The proposed rates would require the heavier publications to
pay a greater share, in dollars, of the postal costs incurred for
them but no injustice would be done since the charges proposed
would still be much less than the postal handling cost incurred
in their behalf, The same rates would be applied to second-class
“bundle” mailings as for individually addressed copies. News-
papers with a circulation exceeding 7,600 would pay the same
rates of postage as second-class magazines and periodicals, since
there appears to be no basis for a different charge. Only a limited
volume of such newspapers are sent to distant points and as a
rule only a small part of their circulation is placed in the mails.
It should be possible for the publishers to meet readily the increase
resulting from the proposed rates.

Effect of rates proposed on representative publications

There follow three statements showing for certain representa-
tive types of publications handled in the mails, among other rele-
vant data, the approximate effect .hicreon of the rates proposed.

(o)




Approximats Effect on Representative Second-Class Publications of Rates Proposed
[Based on mailings made in the December quarter, 1944)

. Average postage Postage per annual
t ! - Y
Mail Average weigh Adver. Annual postage Apprc;g_ per pisce Average subscription
Type of publication &rcu- ;’3‘.2.‘,; ':us-leeoﬁ ‘cost per
ton Single Present | Proposed Part-| present [Proposed | P9 | Present | Propased
Piecs copy rates rates? ment rates rates rates rates
Pieces per .
isrus Ounces | Ounces | Peresnt Cents Cents Cents
Moanthly scientific magazine. . cocccceennnn 1, 143, 000 120 1.9 [ $156, 000 $483, 000 9642, 000 Ll s 4.7 $0. 14 $0.42
— 2, 528, 000 3.8 3.8 ] 189, 000 390, 000 881, 000 .8 L3 39 07 .13
282, 000 L7 180 4 130, 000 204, 000 215, 000 s &0 a4 .38 .60
o Weelly .- .| 1,676,000 9.3 9.2 82 943,000 § 1,623,000 ;| 2,921,000 11 19 24 53 .9
S Weekly news magazine. 8320, 000 (¥ 8 00 342, 000 670,000 | 1,31}, 000 .8 L6 31 41 80
— Weekiy news magazine__ 1, 37, 000 126 128 %0 1,052,000 | 3,438,000 | 4,619,000 L9 3.4 4.8 R L7
. Stmdayuevsp?u .- 8, 300 49 18 9 32, 000 84, 000 84, 000 7.4 128 126 1.09 1.85
Daily, except Sundsy, ewspaper of re- 116, 000 3.8 4 .- 128, 000 568,000 | 1,156,000 .4 LS 33 .98 443
ous ol B.
D ey, newspaper..........| SLo0| &3 | 89 | & wow| «xoo| ssmoo| 1o | re | 24 | 218 | am
ily, except Sunday, newspaper._. - 8, 000 34 3.4 53 8, 600 24, 000 63, 000 .3 .9 25 2%
8,400 [ 9] 56 40 2, 000 42,000 92, 000 .7 15 3.0 218 4.52
Daily, except 1, 200 .3 .3 15 300 2 100 7,100 .1 .8 L9 187
sheet.
Fraternal magazine—8 {ssues per annom.._ 187, 000 13 33 ———- 5,000 2, 000 44, 000 .3 L8 29 .03 13
Comic magazune—quarter!y P —emean 10,900 | 108.3 46 [ S, 400 18, 000 18, 000 12.4 3.8 37.5 .02 .08
Detective magarine—bimonthly.cccaeeenenn 7,400 04 23 18 2, 400 6, 000 6, 700 (%] .6 151 .02 .
1 For average number of copies per piece, compare weight of single copy with weight of piecs.
3 Excludes surcharge on advertusing, if any.

Approzimate E ¢ lcats
fect on Representative Second-Class Publications of Rates Proposed A fter Allowing 50 Per Cent Discount
[Based on mailings made in the December quarter, 1944} e
Average Annual postags | Approx. | ATEra: postage
TyPe of publication cM m weighy | Adver- mﬁ&“’.ﬁ. per piece Pmm eier
ircy: P Using nual Aviage prion
lation content | p.oc.nt to Dex. oo e
Tesar Proposed [0 2P | Present |Proposed | P | present
ratas rates ™™ies Iates Iates
Pieces per
— farue Centa Cents | Cents
ms Quarterly religious ballettn. ... 0 .. _______ 144, 000 Oupese | Pereent
2 meuly,uemm Jume, July and August, sdocational | 20,000 | o3 b “’% ﬁ,% "7’2% e3 200 4 | »a »o
2 M ol .3 .7 30 .
“'-ek.l; g:::gg:; . 300 29 55 57 " -
TR W2 20 & 2 3 2 .1 4 21 .04 .19
S e - L 13 [ R 218 1,300 ) 4 23 lo6 ‘19
ST mewspaper. LI 2 350 18 52 219 40 3% 3 1 ] - x
Weekly newapapersubnrban. .l Il 3, 300 L7 3 25 %0 2 -3 -3 22 -% =
5 ST - ot 1 s %] 3,300 1 3 19 o7 18
Dauly, except Monday, ne : s 3 /1 ol £ 0 3 R 13 3 . “
Dally; Sxcep: Mona, ¥, wsfaper .................... 00 L7 «© Le 2 %0 -3 -4 23 . :
Daily, except Sunday and boliany Dewspaper......| LS| 2] a b ] 40 3 % a3 | & 8
g E g e (I S SR B
v e 20 2 , . 2 X .
Bl ops sy sod vy, empaler R R | R | B | Em o7 4| 0] B
. 0 1 -4 23 .3 120

! Ezcludes surcharge on advertising, if aay.




3 g.".n-...... v Appendices “B”, “B-1", and “B-2" attached contain additional
giﬁ STy data regarding the effect of the proposed rates on second-class
%s publications of several representative weights (a) for the publi-

Annual postage at

N cations subject to regular rates and (b) for the small newspapers,
isgg gas9 §§EE§§§§ and (c) for publications currently exempt from zone rates.

proposed rates

o

&2 Flat tncreases in present pound rates are unsatisfactory

353 S3z535588583 The possibility of obtaining additional second-class revenues by
a §§ PSR 3 S merely increasing the present pound rates has been examined and
oag

while some additional revenue could be obtained by this course

Tota! annual

B any plan depending primarily on higher pound rates is ineffective

3 BRRTERERA%3R since the amount of additional revenue so obtainable would be

gt‘- "l dnd definitely limited. Such a procedure would also be inequitable since

g — it would place the major burden on publications which now cause
a SeERTRPREEAR relatively the least loss per pound, leaving largely untouched the

aad unsatisfactory situation presented by the heavy expense incurred

) in handling publications containing a large number of pieces to
% onomteat~oa0 : the pound. Revision of “multiple rates” by supplementing pound
‘3 grirteirirreldntelad rates with a minimum charge per piece would help in the solution

of this latter problem, but the “piece” and “pound” rate plan

Mall circulstion

g % RA9R ;p32820F ’ proposed is more simple and can be equitably arranged and ad-
4 = . ministered. To be effective any plan to increase present pound
R K A rates BhO’:lld i?llfor their extgnsion tou“exem t’;lpub{)i]cations, mnilé

3 3 ings within the county, reading portions of all publications, an
E Ei’ RUIFEHILERS | advertising portions addressed to the ﬁrs% and second zones. In
B 7 connection with pound-rate increases zone rates should also be
applied to the reading portion of publications. However, all such
gg EE§§§§§§5§§§ adjustments based primarily on an increase of pound rates would

A

in the main, only add further inequities and complications to the
present confused second-class rate structure.

FERBRIRIARAS

At del S

Pieces
paid

Are objections to an increase tn Second-Class rates valid?

Paid and “Free in County” Stated Separately

[Based on mailings made i the December quarter, 1944 ]

Approzimate Effect on Representative Second-Class Publications of Rates Proposed After Allowing 50 Per Cent Discorn

The postage now paid by many of the smaller publications is as

already stated a negligible amount and were they required to pay
several times as much, it would still be a small item compared
with the service rendered by the Department or with other ex-
penses of conducting their businesses. These publications, how-
-ever, as well as those of larger proportions, must pay market
prices for all other services and materials entering into their
product and it appears only reasonable, unless specifically accorded
a concession, that they should ultimately pay substantially the
cost of posial gervice performed for them, relleving other mail
users and the taxpayer, especially since many are commercial
enterprises conducted with a profit motive.

Statements are not infrequently made by the publishing in-
dustry to the effect that an increase in second-class rates would
result in publications leaving the mails for distribution by other
media; that the distribution to rural and other remote areas would
be reduced by reason of increased subscription charges; that the
vast facilities for handling and distributing second-class matter,
which the Postal Service now has available, would not be utilized
[102] and that an increase in second-class rates might affect the liveli-
hood of a large number of people throughout the nation.
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Type of publication

and
y and
Bunday and

Sunday aod boliday, newspaper____....

Mondsay, Dew

Dewspaper.

-

y, exoept
y, except

Daily, exoept

1 Excludes surcharge on sdvertising, if any.

——— -

Semjweekly
Daily, except
Dally, except

Dail
Dat}
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The Relation of the Department’s Cost Ascertainment System
10 the Increase in Rates proposed

Much of the volume and financial data contained in this report
have been developed through the Department’s cost ascertainment
system and these data underlie the proposal for an increase in
second-class rates contained in the preceding section. .

The cost ascertainment system was placed in pperatlon on an
annual basis in 1926 to provide the Department with facts regarl(li-
ing costs of handling and the operating results for each of tde
several types of mail matter also to meet the frequent demands
of the Congress for such informatlo_n. It provides carefully con-
ceived methods developed by experienced men drawn from all
branches of the postal service and approved by lndepepdenttac~
counting and engineering authorities. By means of this system
there are ascertained approximate revenues, expenses, volumes
and hauls for each of the sev«lergl clfssea of mail and the special

ices handled by the Postal Service. :
sel’iyl:gesystem wasy reviewed recently and the findings are con-
tained in a report dated December 28,1944, It now er_nbodlez} prin-
ciples enunciated by courts and regulatory commissions }Vlth re-
spect to the separation of common revenues and jointly incurred
expenses. During this review certain procedural changes were
introduced and the number of “sample” offices used for study pur-
poses was increased, but these changes, \yhen_apphed in a study
for the fiscal year 1944] shovg:;i ndo’materlal differences from the
esults previously obtained, .
oveTr:élcznsister?cy of thg data obtained by the system supports 1%3
general reliability as regards revenues, expenses, vqlume nnd.hau 3
by classes of mail and the Special Services when it is consld%xieg
that over the years the “sample’” information hag b‘?en assem ets
and processed by many different persons; that the “sample” tes s
have been made in different quarterly periods and at dlﬂereg.
offices; that both total revenues and expenditures have varied;
that data for pieces, weights and hauls involved are taken inde-
pendently of total expenditures and to some extent, of total rev-
enues; and that total expenditures are rgported under apd as-
gigned from about 60 different appropriation accounts. Tlps gen-
eral consistency in the data so ascertained over the years is not a
chance happening; rather it is strongly indicative of reliability
ical purposes. . .
fmi: ]:h‘;'ﬁ:gfof ls)sec(l))nd-clasamail the consistent showing of costs
approximately four times the revenue cannot readily be disre-
garded. (See pages 12 to 16 for data ct’).vering a 16-year period.)
The data now derived from the “sample” offices are such as should
produce reliable results, since the representative offices designated
for cost ascertainment work account for more than 26 percent of
all Second-Class publications, and .more’than 650 percent of the
weight of, and revenue from, publishers pound-rate matter.
Under this system each class of mail and each special service
is viewed a3 a separate entity and the expenditures fairly attribut-
able to each includes a proportionate share of joint and overhead
expense as well as direct expense.
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The system is partly accounting and partly statistical in nature.
The accounting figures are broken down by classes of mail and:
the apecial services on the basis of statistical data taken at up-
wards of 6500 carefully selected representative “sample” post of-
fices; on representative railway mail routes; at terminals; and at
railroad and air mail transfer offices. These “sample” data for
any year are taken for one full week in each quarter and so ar-
ranged as to provide an analysis of the business and operations

" for a complete month.

The post offices used for these tests present a variety of condi-
tions under which service is rendered and are grouped according
to their receipts.

Postal revenues are in the main, a pool of common receipts. They
are derived from the sale of stamps, cash payments for service
and fees. A similar situation exists with respect to postal expendi-
tures. The several classes of mail and the special services are in
large measure handled by the same employees in post offices, in
terminaly, during transportation and in making delivery; and
buildings, equipment, operating facilities, and supplies are used
jointly. Only limited amounts of the total revenues received (ex-
cept ‘for second-class postage) or of the total expenditures in-
curred, are directly allocable to a single class of mail or a special

‘service, .

In the course of these studics comprehensive tests are also made
of cmplayees’ time, revenue, number of pieces or transactions,
weight, volume and haul of mail matter. Other special tests are
ulso made from time to time. Final results are not reached merely
by projection of data developed from the “sample” information.
In many instances there are definitely known figures, or figures
developed from definitely known facts and these enter into the
results. Total figures are separated into their component parts—
the classes of mail and the apecial services—on the basis of data
provided by the tests at the “sample” offices.

_ The total revenues or expenditures of the Postal Service, or of
any group of offices or branch of the service, also expenditures
from appropriation accounts are matters of record, available di.
rectly .from the postal accounts. These latter have been carefully
scrutinized by administrative officials, the Bureau of the Budget
and the Congress and audited by the General Accounting Office.

recise accuracy is, however, not obtainable by cost ascertainment
methods, nor would it be possible to obtain exact results by any
other known method. There are some who criticise the results
obtained by the system but none of these have ever presented a
betier procedure. Conventional cost accounting procedures used
by busincss enterprises would.not suffice since they would involve
rather complete and continuous counts of pieces of mail handled,
also the assembly of the weight thereof and records of hauls be.
tween 42,000 post offices, a procedure which would be physically
impracticable, prohibitively expensive and result in much delay
to the mails. The size of the Postal Service, the character of the
work performed and the speed with which mail must be moved
precluges such a procedure.

The system aims to help in giving to the owners of the postal

service—the people of the United States—efficient service, at
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minimum cosu consisent with high quality, and wnthtlthivl;l;lr;llﬁl;
equitably distributed among users, by making curre(:ln ):] avatlab e
e e et {nctls regarditn %:&lufr:: ?hlzadvtarfi':)uz tlasses and

te statistical and cos r 1
‘t‘)?[l)}ésa%cfu:zr?/ice performed, together with related rg\;t}z\x;u;sz)sgl
ceived from each. No corporate business of the size ot the Poats
Service could for long operate efficiently and expec o oath
solvent without complete knowledge of facts rega

branch of its activities, and in no respect is this need absent in -

the Postal Service even though deficits, when they occur, are met
ited States Treasury. .
fr(')I‘"t‘net l;'(zastdlnt:;mobtzslined b); the ltitystemtiar(la %%g;tg:et;allgh:;c\;{‘z&
and sufficiently reliable for all prac cla ‘o {ow
i 3 for each class o
among other important data the gain or los , o e mur-
i ice. They are furthermore, adequa
g;s:ges}alhzmgg\gresa Xs a basis for‘ detﬁrmmmg adequate rates
her matters of postal policy.
an'(li‘hfeee :e:lfl(tlso:f ethe cost ascertainment study for the fiscal year
on page 109. . y
lgﬁo:;esgx;tvigally I1’1sgregarda', second-class mall. mo.t:te(;'-.r 3hee “ll':;Il
enue therefrom is derived from (a) Q}xbhahers dp(()u;l “transient'z
(b) publishers’ mail sent at “per copy” rates and (c ey ameten
mail. The weight of, and revenue §rom, (a) are x'e;t>l<):-t . tymestic
masters. This amount of revenue is assigned direc b){ %o Pl
aecond-élass mail, except for afsm:{: E)alf'grz;ti;;ifr&x;s t?nations ten
mail. The weight and revenue of m reign destinations ahe
“ " and “transient” matter, re atively 1
Of‘lur‘:fer ::g );ss?;ned on the basis of the “sample ltes}:,s érr’t?:ﬁxiis
r:ately 96 percent of thg re\éeanhallt(;lc;'ti%c E)(;\ g—lg) &;:; l?r:.:tter ok
ined with o
:eggsgzgg:tr%’?%i::elgt ](I:f all revenue allocated to that class of
mafl data for determining tne
ted to develop basic data_ N
Tel?:: g;epfgg‘egu:n?i copies, the average weight per ll)}ec:iorsp;r
copy density, average haul, and classifications of publica O(Ill fo¥‘
coply,ht roup's and character. The data so obtained are \(;ssv e:i or
gxe gmos% part, in connection with the actual rev_em(lie a&\ ] agr it
fe ailings for a full quarter. The results obtaine 1(11 ?rss T
?’ tﬁ:a indication of the material facts regarding seconf -lcl a mail
hm dled. (The figures shown for 1944 may not ;eﬂe}:t u t}}'m ceeﬁe‘:t
u:rl:sual. conditions of a tempora}ll‘_y naitudre ?r;slﬁgw ;32:‘ a:y o
itions on the publishing industry, ver,
:ifbl‘:%risfggﬂitc:gnis of a transitory nature and 1g;sufﬁcxent to change
the overall results shown for this class of mail.) ditures are
Congressional approprix}z‘tio}?s (Ii(l) me:: fx?;t&x:ggnmailll ey
ifically for the handling )
n_otl m:r%?c:p:gg c:;nze expenditures for these purpogfs mt':&a in :;]}11;
(r:rlx?ai: incurred jointly in handlfing tl;)ese ltlg)::e?if (;?:ét:trl';ato ;. :lass
ati i thereof can be a K
o rela@;vg}_ysr;\é:i(;t{ s::\fice.e I"I‘he greater part must be appon_‘tlone(:
of mal basis of the “sample’”’ data obtained at cost .nsc.ertnmmerl;
et ’I?}?e amounts expended from each appropriation ?_re ‘()l -
oﬁ_icez:l. from the accounting figures and gpportloned on ratios de-
:?Il;;ed ?rom analyses of operations during the test periods.
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Assignment to the Classes of Mail and the Special Services of Total Postal
Revenues and Expenditures, Fiscal Year 1944

E xcess of Ezoess of
Revenues Expendltures | expenditures | revenues over

over revenues | expenditures

Olasses of mall and speclal servicos

Flewtolas....__._._ .~ $540, 180, 000 * 170, 496, 000
Alr mafl—domestic?. . 79, 412,000 2, 830, 000
Publlshors’ peld scoond cinss 26, 883, 000
Translent second closs. . 2, 638,000
Thbicd class. . ..., 02, 760, 000
Fourth clas 8. .. __. --ew] 203, 283, 000
Alr mnall-forolgn V7707777 81, 278, 000
Other mall— orolgn ... ...l 9, 658, 000
Total revenue produclng matl ... 975. 038, 000
123,016, 000
¢ 13, 028, 000
Oolloct-on-delivery.. 1, 087, 000
Bpeclal dellvery_ 18,031,000 |
oney order. ... 39, 908, 000
Postal saving.. . - 18, 126, 000
Total revenus producing spectal 117, 062, 000 120, 148, 000 3,084,000 |...
setvices.

........................ ¥23,082,000 | 18, 063, 000
Total revenus produclng mails and 1,114,180, 000 | 1,000, 044, 000
services.

Totalnon-revenue productngservices |........_._____ . 48, 830, 000
Totsl postal services 1, 114,160, 000 | 1,078, 574, 000
Nonpostal services ti . 17, 043, 000 18, 451, 000

.................. 1,131,703,000 ( 2,004,025,000 |-....._...___..| ~ 37,768 000

! Inoludes letters to and from the Armed Foroes.

* Includes $38,807,000 from Jooa) dallvor{ lotlors.
h"‘{uv.c'nuo sud expenditures for alr wail to and from Armed Foroes overseas are Included with “‘alr maf}

¢ Kxcludes “'free In county” second olass.

* Includes parcel post, calalogs, books and library books; revenues also Include $1,023,000 from spealal
handling service,

¢ Includes fees for retum twelru.

¥ Includes $168.000 transfor of funds from otber agencles.

¢ Iucludes $11,120,000 for custodiul services for otber departments.

¢ Inchades 84,908,000 for ofliciul mall of the Post Olfice Department.
' Includes $4,243,000 for official mail of the Post OMceo Department.
't Includes relmbursoments und relatod cosls for w

ar savings bouds and stamps; documen
vohicle tax stamps and migratory bird statnps; and

tary, W.
ullen registration, clvil servios and ocensorship activities

As regards the assignment to the several classes of mail and .
the special services of the more important expenditures, the for-
mulas for developing apportionment ratios and other procedures
followed recognize insofar as possible, the “use” made of the facili-
ties provided by the expenditures that have been appropriated. At
the 17 largest post offices the expenditures from each appropria-
tion are, with minor exceptions, apportioned to the several types
of mail matter, according to ratios developed at those offices. The
expenditures from appropriations at other post offices are grouped
according to the several classes of post offices and apportioned
according to ratios developed at the cost ascertainment oflices in
the related group.

Expenditures in the railway mail service and the rural delivery
service are apportioned to the several types of mail involved by
the use of ratios developed from analyses of the operational acti-
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vitles in thosc services. A revision of the apportionment formula
for expenditures in the rural delivery service was adopted in the
fiscal year 1944. The revised procedure provides an appropriate
measurement of the use of rural carriers’ time and effort, i.e., the
purpose to which their compensation is applied, and results in a
method of apportioning expenditures to the several types of mail
handled that i8 more consistent with the methods employed in the
apportionment of other salaries than the “stop value” method
formerly used. :

Expenditures for transportation of the mails when direct allo-
cations cannot be made, are apportioned on ratios that are de-
veloped with a view to their applicability to each type of trans-
portation service used. Expenditures for transportation of mails
in bulk are generally apportioned on ratios of the cubic-foot miles
of nonlocal mails, which ratio affords a reasonably accurate meas-
urement of the space required for the different types of mail and
the distance hauled. )

Salary and wage payments normally amount to about 76 per-
cent of total postal service expenses. The apportionment of salary
and wage payments to employees engaged in work connected with
the several types of mail matter is governed insofar as practicable,
by the relative amount of time employees devote to each class of
mail or special service. Apportionment of salary payments to
supervisory and general administrative employees is governed by
the ratios on which the salaries of employees directly engaged in
work on mail matter or the special services are apportioned.

Salaries and wages of maintenance and custodial employees, ex-
penditures for supplies for public buildings, and for rent, light,
fuel and water are apportioned on ratios of the relative square
feet of floor space devoted to each class of mail and each special
service at cost ascertainment offices. The “floor space’” ratio was
adopted in the fiscal year 1944 and replaces the ratio of ‘“‘cubic
feet of originating mails” formerly used. Similarly the cost of
space hired for distribution of mail in transit in the railway mail
service is apportioned on ratios of relative use of distribution
facilities for each class of mail. . '

A statement showing the postal appropriations from which ex-
penditures are assigned to second-class mail, together with the

amounts so assigned for the fiscal year 1944, is shown on page 111.

Not only have the procedures followed in the cost ascertainment

. E’yste been developed with great care by persons familiar with
the postal service, but they have been reviewed by men from out-
side the service experienced in similar work and these have en-
dorsed the methods employed and the results obtained. Also the
various cost figures developed by the system for second-class mall
are regarded by experienced postal personnel to be in.proper pro-
portion. While only roughly indicative of the reasonableness of
the costs assigned to second-class mail, it is of interest that for
the fiscal year 1944, the average “per pound” cost assigned to
handling the several classes of mail by the postal service was 71.4
cents for first-class, 27.8 cents for third-class and 4.8 cents for
fourth-class mail, as compared with 9.4 cents for second-class with
an average piece content to the pound of 15 times that for fourth-

class mail.
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o

tal Service Ex 1 iati i
penditures, by Appropriation Titles, and Amounts and
Lercentages Charged to Second-Class Mail by the Cost Ascertainment
\ System for the Fiscal Year 1944

“Appropristion title Espenditures | Ohargedto | 5iowpt
R charged to
seoond class second class

Compensation to Postmasters. . ._
Qompensation to Amistant Fostmusters: /171117 Myl e k2t
Qarks, lat :‘:xg ’.1‘:1 class Post Oflces S oammis B | 72,440 191 1'23
Oty stlveass Post Offons...._..__ 7117110 .| 10,378,487 1, 857, 407 18. 080
Village dolivery urvloo.. o . e .

Olerks {n contract statlons

Beparuting wails. .. A
Unusual conditions. ... .. 7‘% H
Reut, Hght, fuel, water.. .. 10, 431, 163
M sous lloms_._ 0. 1,473,818
Oarfare and bloycls allowanoce. . . 1, 688, 40

Delroit River postal service
8pectal delivery foes.. ...

oney order comusissions.
Other expenses, money orders

Public bulldinge—malntenunce and opera TR R
Bumpupcnu‘.'..—.",..‘:e.‘}?..._........A. 33u, 08
Total Post OMceservlos.............. ... 868, 474, 642
Rallroad mai) and mall messe, ‘
Eleotric and cable car lervlo-“.“.‘"lm 1o g:' 53:

Power boat service. ... .. 277" - 4908, 712

Btar route servi A
?“n" ’:1::1 l:"bl‘:: .AKI:T;AMf. 1o 2"5‘:;
eumatic tube servics, New York City .
Posumatio tube service, B;a'to:'?_‘.k. Ch’ bg: %

Forelgn mall transportation. . - 0
Forelgn alr mall transportation. . v 8 %7 so0
Bulnnuldudo forelgn countries___ 0 701 TTITTTT grigd
Doweetio sir sarvios. ... . 626,

Véhlole servios. ... " '" eI 3,075 boa

Total transportation...... ... | 2132, 202, 203
Raflway mall service salaries. ..
Rallway mall servics travel allowanos. - d?:ﬁ:?:
Rallway mail sarvice traveling oxpense... . 83,81
Raatal terminsls and miscellansocs. ... ... R m’u:
Total, rallway mallservios.... ... . 84, 847,102
Runlddlvuymlo.............................\......-. 104, 676,670
Indemaitles............_...
Blatupe, mentiisstie sid diitibuias: - 1, 438, 000
Mail squipment .huz;.uftfhlr!btfllo'n o ) % 058 103
allnonlhnaowm._ ) 38!.&33“‘
| neou . I
gpnlengamsdbroiids s Mo L L
Oranditotal......... ... 1,004,025, 112 137,478, 888 12 884
Dodg;l: n , :
re4 ln county*' service........._.... ‘
Transleut... .. ’.' '},%3'7’2{
Total publisbers’ pald second class 37,301, 500

LT T TR S 12,200,228 |...............

The apportionment of approximately 12.6 percent of total postal

-expenditures to second-class mail ig conservative, since this class

constitutes upwards of 20 percent of the wej ht, 13

total pieces and 15 percent of the cubic-foot vgolu'me olf)e;ﬁe?:a‘i)]r

Cost ascertainment figures reflect trends and changes in volume,

revenues, and expenditures that were previously apparent from

g_tﬂegosgu:czq of mgomtxatlop and furthermore the resuits of spe-
st studies made at various times i

have suopartod thade at var es independently of the system
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Views sarding rates for Second-Class mail and their
relation to Cost Ascertainment results

Cost ascertainment results encounter opposition from the pub-
lishing industry when “cost of handling” is proposed as a guide
in establishing rates for second-class mail. Some of the views ex-
pressed, and those of others that differ, are discussed below :

(a) Many hold that the postal service should be a self-sustain-
ing but nenprofit organization, that each of the several classes of
mail, and the special services, should produce revenues that are
self-sustaining and proportionate to its share of postal expendi-
tures as measured by the “use’ each makes of the total facilities
of the postal establishment. This view appears to be the one eco-
nomically sound and equitable basis for all postal rates. It con-
templates a balanced budget in the postal service, with the postage
burden fairly distributed among mailers on the basis of services
rendered to them.

(b) Publishers have contended that rates on second-class mail
should not be based on the cost of postal service furnished that
class of mail, but should remain at a low level in view of the bene-
fits conferred upon the country as a whole by newspapers and
periodicals. Under this view, if the postal service is to operate
with a balanced budget, the burden not met by the mailers of
second-class matter must be passed on to senders of first-class mail
and other users of the service, or to the Treasury. This view, as
discussed earlier in this report, is unsound. It lightly dis-
poses of deficits on second-class mail amounting in 16 years to
$1,369,000,000, a sum actually paid either directly by the public
in taxes or through charges in excess of cost on other types of
service. As an illustration, the 8 cent postage on the ordinary
first-class letter compares with an average cost of about 1.8 cents
for its handling.

With developments in other means of communication and the
publishing industry now well established, subsidies (at least not
to the extent originally granted) are no longer required and sec-
ond-class rates should be adjusted more nearly to a cost level. The
benefits conferred by good newspapers and periodicals are not
questioned but most other business concerns contribute to the
common welfare in their search for profits, without being sub-
sidized.

(c) Another position taken by some publishers is that since the
Federal Government has a monopoly in the handling of first-class
mail by means of a postal service assumed to have been provided
primarily for that purpose, that class of mail should provide the
principal support of the postal service; that second-class mail, as
well a8 third and fourth class and the special services, are largely
“fill-in” types or “by products” and that second class should thus
either bear (a) onry the direct expense made necessary by its
handling, i.e., ‘“out-of-pocket” costs or (b) that the “costs” at-
tributable to second class should be confined to the amount of
money which would not be expended if there were no second class,
plus only that much of the residual or indirect costs as competition
permitted. The Penrose-Overstreet Commigssion in its réport is-

inz]

..uet} in 1907 (pages XXIV-XXV) described the “out-of-pocket”
bagis as “historically false.”

In view of the fuct that postal services other than first-class
mail account for over one-third of the total revenues, 92 percent
of the weight, and 38 percent of the pieces, with second-class alone
representing 20 percent of the weight of all mails and 18 percent
of the picces, it is apparent that a postal service set up for first-
class mail, but with spare capacity to handle such a tremendous
volume of “fill-in” or “by-product” services, would be sorely in
need of reorganization.

Even if true, the claim that the postal service was originally
organized to handle first-class mail would carry little weight today
in view of the many changes which have occurred in buildings and
facilities to handle the other types of mail matter. The act of
February 20, 1792, the first affecting postage rates after adoption
of the Constltutipn, fixed rates on letters, packets, and newspapers.
The second act in 1794, prescribed rates for newspapers, maga-
zines and pamphlets. Thus to say that the postal service was pri-
marily organized for the handling of first-class mail appears'
_fullacmus. The truth is that the postal service has accommodated
ntse!f to the changes as they have occurred and is prepared and
equipped to handle all types of business which now comes within
its province, .

The use of the terms “fill-in” or “by-product” appear to assume
that the Department i3 able to handle business included in such
categories in spare time, and that if, or when, such business were
not available, postal facililies and employees would be idle. While
it is true that the very smallest post offices and to some extent
rural carriers could handle somewhat more mail and other postal
business, without increasing expense, that condition pertdins to
a very small part of the Postal Service. From 80 to 90 percent
of the Department’s expenditures are incurred in the larger post
offiees, railway post offices, and other units where the facilities
and manpower are closely adjusted to the work to be performed.

With respect to assigning costs on a different basis to these
fictitiously designated “by-product” services it is now a principle
generally accepted by courts and regulatory bodies that when a
business provides a variety of services, each shall bear its pro-
portionate share of the total expenditures, not only for material
and labor, but also for space, general overhead and so on. This
is a logical and reasonable treatment and with respect to the postal
service it may be said that all classes of mail are carried and the
special services are rendered for the common convenience of the'
public. To select one or another class of mail or special service
for exceptional treatment in the computation of costs would be a
highly arbitrary and illogical procedure without any definite basis
on which to proceed. Figures so derived would not be “costs”
but guesses or the product of the most skilled advocate.

The opinion of the Supreme Court of the United States, quoted
in part below, in the case of the Northern Pacific Railway v. North
Dakota (236 U. S,, pp. 586-605, decided March 8, 1915) should
settle the question of how costs may properly be assigned in cases
of this kind:

age 596) “* * *® we entertain no doub i ini
of (t egtrunsp)oru\tion of a particular commodit;, ta'ift{h::nogilt:;:nw;\?fht::r::i’x:
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is for distinguishing in this respect
t):t':r:: .a% 2:!?:3 "L({:t{zg:p‘:)vc;eqngmtg,'b:: ‘actual’ expgr‘xlses, and o_thir outlays
which are none the less actually made because they are applicable to all
traffic, instead of being exclusively incurred in the traffic in question. Illus-
trations are found in outlays for xg‘ai_z;etn::::o:f{::ixzx;gd?;;uca:\g:safeox:ﬁ::]
g:g:::ﬁ: :;‘dut;xte}?;tlig:yn:fo:l\siusticlll have been incurred had tdhe pax("ticula;
commodity not been tranaported; the commercial cm’rlerl is un ert:r'butyb%o
carry, and the expenses of its business at a particular time |;re attributa fi
to what it doea carry. The State cannot estimate the cost o E;rsymgdc?}?
by throwing the expense incident to the maintenance of the troa eh,1 an A :

eneral expenses, upon the carriage of wheat; or the coat o cnrr‘y gdwu(‘m
gy throwing the burden of the upkeep of the property upon coal an ‘t)o I.;r
commodities. This, of course, does not mean that all commodities arle 4 ]e
treated as carried at the s:n:e I&?te o‘tuetx en::..l':::d onghz sa :hcﬁs:xca::i vtehz
cC m »

g:l:::lzx;oen.legi:\?s: ‘t?:s!:ixlyr:pportloned. It may be difﬂculthto m:}m such
an apportionment, but when conclusions are based on cost the entire cost
must be taken into account.”

Those who contend that second-class mail should be charged
only with “out-of-pocket” postal costs, i.e., the amount of money
by which the Department could reduce its expenses were the
handling and transportation of that class of mail discontinued,
claim that no substantial reductions could be achieved if the
postal service were to be relleved.of handling such mail. It is con&
servatively estimated that expenditures could be gradually lreducg
upwards of $60,020,000.lwere newspapers and periodicals to be

om the mails, )

Wi'tlz\l;li:as‘z:/‘irflfg would be accomplished by reduced expendltufres f;zr
clerks handling this class of mail at the larger post offices, 05 cfl y
delivery service where the number of routes could be re(_lucle , o(ni
railway postal clerks on heavier lines and in the termmla s, anf
for storage and closed pouch space in pransportption. Salar;es o
some postmasters might be reduced with the wlthdrawlx: (f) {;‘av-
enue from this class of mail. However, the rapid growt of o elx;
mail services paying their way, or more nearly doing ;o, mtsucd
that revenues at offices affected would doubtless soon be resfore
and with transfers to other postal work and the turnover ('); t:{ni
ployees there should be little occasion to reduce the presen a
Of'lglx?el::ao{we::id be other savings not included in the above estimate
gince expenses for star route, vehicle and mail messenger servxdqe
and rural delivery would eventually be reduced as would expendi-
tures for distribution space in railway mail terminals and carai
These estimated savings in expense have been based on the ﬁscad
year 1944 and as postal salaries have been gubqtantlally mcrease;,
since that time, tﬁe possible savings at this time would actua]]y
be considerably greater. The adjustments necessary would be onlg
those which any normally conducted business enterprise wou
make if the character of its operations changed. 1 4 H

Nothing said here should, however, be construed as a vqlca ;)n%
that second-class matter should be w’l’thdruwn from the mails, ul
there is no doubt that “out-of-pocket” costa (a fiction in the posta
gervice, and mentioned only for the purpose of answermg_lobjec-
tions) materially exceed the revenue from this class of mail,

(d) Publishers take the position that second-class mail pro-
duces collateral revenue, i.e., stimulates the volume of other classes
of mail, particularly first-class mail which now returns a profit,
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and that this warrants consideration when costs attributable to
second-class mail are determined. The Penrose-Overstreet Com-

. mission, agreeing that this class of mail might praduce some first-

class revenue, held that this factor should not be recognized in
the rate since such stimulation was peculiar to all types of mail,
and that the degree to which it so contributed was a matter of
speculation and conjectlure.

The Hughes Commission, considering the same question, stated
in part;

It may be answered that first-class mail also stimulates the volume of its
own class and all other classes, and that third-class matter has the same
effect, but any attempt to determine the extent to which each class of mall
provokes letters would be hopeless. Data could not possibly be obtained for
& computation of this sort, nor if they could is it clear whether they would
increase or reduce the cost apportionex to second-class mail,

The cost ascertainment system, however, may not give recogni-

tion to this rate theory. The function of that system is to assign
as accurately as possible the total expenditures incurred by the
postal service to the several *:mes of mail matter regardless of
the influence of one class of mail upon the volume or revenues
produced by another class. Any other procedure would result in
hybrid figures—not costs. If, however, second-class mail did stim-
‘ulate other mail revenues in any material degree, which it does
not appear to do, and it were practical to give recognition thereto,
which is impossible, it should be recognized independently in the
rates after considering costs, ]

(e) Publishers contend that second-class mail receives sec-
ondary or deferred service and that such service should be recog-
nized as a factor in the assignment of costs. Daily newspapers
receive the same expeditious treatment in the mails as Eztters.
All types of newspapers, weekly and other, are given the first
dispatch and the most expeditious treatment enroute. Certain
publications of the magazine or periodical type have been granted
“newspaper” treatment upon their request. Magazines of large
national circulation, even though fgublia ers frequently ship them
by freight or express to post offices to reduce their costs, are
delivered unless unpreventable. contingencies arise, from post
offices on certain days or dates fixed by publishers, if not on the
first delivery then on a later delivery on that day. Requests made
by publishers in this connection are strictly observed. All mail
accorded rail transportation goes forward in passenger trains,
and the transportation rates fixed by the Interstate Commerce
Commission do not vary with the class of mail carried. Regarding
distribution and delivery at the post.office of address, it is prac-
ticable in most post offices to distribute and deliver all classes of
mail simultaneously. Second-class mail, other than Newspapers ia
however, when necessary, sent to terminals for distribution instead
of being distributed enroute, and may thereby be delayed up
to one day, but, magazines with a fixed release date are placed
in the mails sufficiently early to permit arrival at the delivery
office by the desired date even though routed through a terminal,
The fact that some second-class mail in some instances receives
slightly slower service than letters has no material or measurable
effect upon the cost of ita handling whicl! represents only the
expenditure incurred in connection therewith. Any delay which
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may develo, its handling is largely inherent in its characcer,
but it costs fully as much to accomplish its delivery at onc lime
as at another.

The postage rates thereon, as already mentioned, return on
the average only about one-fourth of the cost incurred in handling
while first-class mail users pay more than their cost. Until second-
class matter pays rates more nearly meeting the cost incurred
there will remain a margin to offset any deferred handling factor
that may exist.

(f) The proponents of low rates on second-<class mail state
that even though present rates return far less than the cost of the
service, they should remain at present levels, or even be reduced
in order to lower the unit cost and overcome the deficit. It is
granted that the stimulation of volume by the lowering of prices
has reduced unit costs and increased profits in some lines of
business especially where volume was previously small. Second-
class rates have for years been very low, yet the volume during
the past 15 years has remained practically stationary. The rates
have been so low, in fact, as to be a relatively small factor in the
business of most publishers. Under these circumstances it is diffi-
cult to understand how there can be a reservoir of potential second-
class postal business which is now untapped because of too
high rates. “Free in county” furnishes an index of the influence of
rates upon second-class volume—the volume of this entirely free
matter has decreased rather than increased since 1930.

If greater volume were actually available to the postal service
some slight reduction in “unit costs” would be possible but volume
depends upon those who use the mails and not upon the postal
service which is expected to handle what is presented to it. A
private business enterprise can through its sales effort stimulate
volume; it can even produce in excess of routine demand in the
hope that sales can be made and these practices are not foreign to
the periodical publishing industry. The postal service is not de-
signed to stimulate volume through advertising or *“‘door bell
ringing” ; to urge its patrons to buy two publications in place of
one now bought. The field is now well covered and readers have
the widest variety of choice.

Smaller offices and the rural routes could doubtless handle
more mail with little increase in cost, but first-class post offices,
which account for over 97 percent of the revenue from second-
class mail, are usually so organized that any increase in the
quantity of mail quickly means increased expense. Any increase
of volume of second-class would also naturally be greatest in

" these larger offices. In short, any discussion of the effect of addi-

tional volume of second-clags mail upon ‘“‘unit costs’’ at present
rates of postage, with related increase in income sufficient to
reduce the deficits, has no basis in fact. The revenues from
second-class mail are now practically all paid out for transporta-
tion of that mail, leaving almost nothing to defray the expense
of distribution and delivery. Increase in volume would only result
in increasing the overall expense—and consequently the deficits.

(g) There are publishers who maintain that second-class mail
contains many types of publications, some much more expensive
to handle than others, and since cost ascertainment results show
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" would pay approximately the

-aly averages, that its results can not be used i
ralf:x for all publications. It is true that the cos’;sutsll:rlt):?r:?ngﬁi
mcn;ges alone can not be used as a ‘measure of rates. However
fe objection made here_ has been met substantially in the schedulé
of rates proposcd earlier in this report by making use of cost
fscertalnm.ent"rcsults to determine sepurately the cost chargeable

0 l'he_ piece” factor, the “pound” factor (other than trans-
portation) and the “haul” factor. It is thus possible to develo
piece and pound rates which are generally proportioned to thg
w?l“;h()f handl’mg classes of publications of different weights.
| t;a'rat.es in the schedule proposed would generally return far
ess than cost, except for a few oftthe heaviest publications which
\ ‘ Prox ir cost. (See table
inclusive). This is also true as regz(ards som: (\):‘hli):t’\;e:rtoghtl%lgg
almost exclusively in large bundles and containing many copll)es
If rates now proposed were to be advanced further it would be
necessary to give consideration to these special cases. '

R ubllshex:s of cerlain of the larger nationally circuiated maga-
zines have "also maintained that it would be unfair to themgto
use the cost ascertainment results as a basis for fixing rates since
f?vy of their publications are delivered on rural routes. Their
ictzrlnm flg ti;at tllu:i cost per piece or pound contains a substantial
chzlzrgedr ural delivery service for which they should not be

*robably no two publications make exact!
facilities offered by the postal nervice, Dueyttt)h:h::m;:e::ev:f'igtw
of the service extended to different publications it is, of coursg
impossible to compute exact costs, and establish rates coinciding
ghqreWIth, for each of the many second-class publications Eveg
if it were possible such a procedure would involve one rate for
delivery by a rural carrier, another for delivery by a city carrier
and so on and to attempt to take into consideration all of the dif-
ferent situations would only result in confusion. Postal rates are
however, not made on this basis, but being of nationwide applica-
tion they are based on reasonably broad and fair classifications

Newspapers and farm journals, particularly the former doubb:
lgss make by far the greatest use of the rural delivery service
Comparatively few newspapers are delivered by city carriers,
since when a city is lar'ge enough to justify delivery service its;
newspapers with large circulation within that area will often have
a sufficient number of subscribers for the publishers to provide
their own means of delivery. Local delivery of daily newspaper
by Aptosgal ga‘l:rlers mﬂ_pra{:ltically non-existent. papers

1e delivery oftice the expense of mail distributi
papers by rural delivery, is low since, as a genetr::lb lx]'t:lznt?lfe;'l ﬂi
made up to rural routes thus practically eliminating the' distribu
tnol: by clerks which would otherwise be required. )

The publishers of the larger nationally circulated magazines
other than farm journals, make less use of the rural delivery
service than do newspapers and some other publications Tll;g
major portion of their periodicals are delivered by city or v'illa e
carriers. Also in most cases these periodicals are not separated gy

"the publishers to carrier routes or distribution districts, thus in-

volving considerable distribution ex iodi
volving consider expense before the periodicals
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Doubtles . were practicable to make separate determinationg
of the cost o1 handling different types of publications distributeq
by the rural delivery service, the larger magazines would (e
charged with a smaller share of these costs, including those -
curred for distribution in the smaller post oflices. These lower
costs would, however, be offset by the higher costs in the ciLy
delivery service and the greater distribution expense in the larger

. post offices. Thus a more exact accounting of costs, if such a pro-
cedure were possible, would doubtless not show overall costs as-
signed to these publications materially different from those now
assigned.

(h) Publishers maintain that the Department’s expense of
handling second-class mail is materially lessened by the fact that
they make up their publications in direct sacks and by routes and
provide transportation to the local railroad station and frequently
to post offices. These publishers do route their mailings as re-
quested by the Department, and often haul their publications to
railroad stations, but this is generally done in order to connect
outgoing trains and to speed delivery to post offices. Newspapers
are also transported to post oflices in other areas when train and
other mail dispatches are not available to suit their convenience,
and to meet competition. These services performed by the pub-
lishers in their own interest reduce the Department’s expense for
clerical assistance and transportation and the resultant savings
are fully reflected in the cost ascertainment findings. In the deter-
mination of costs the publishers receive full credit for any services
they perform in preparing and transporting their mailings.

(i) Large mailers of second- third- and fourth-class matter
contend that so long as the postal service does not show a deficit
from the overall operations, that postal rates should not be in-
creased, regardless of excess income from some types of mail and
deficits from others. In the main, however, they agree that the
postal service as a whole should be self-sustaining.

While over-all postal operation on a self-sustaining basis is
desirable, the problem calling for more serious consideration than
it has yet received is the establishment of rates for each of the
several classes of mail and the special services that will yield more
nearly, if not fully, the respective costs of their handling—thus
placing each as regards postal costs on a substantially self-sus-
taining basis. The Hughes Commission Report in 1911 expressed
this desirable objective very clearly and gave. an appropriate
course of action that should be taken in this matter:

There appears to be at present [fiscal year 1910] no deficit in the opera-
tions of t{:e Poat Office Department as a whole, and from the arguments
submitted to us it is apparent that some have supposed that Lthe only reason
for proposing an incrcase in rates was to cover a deficit. While postal rates
should be adequate to meet.the expenscs of the department, the chiel reason

for an increase in the rate on second-class matter is not the existence of a .

deficit, for that might be covered by raising all rates or in some other way.
The true reason for the change is to apportion the cost of the service more
equitably among the different classes of mail matter, and at present the
second class pays far less than its share. We have already observed that if
in the future there should be a substantial surplus in the post office it might
well be applied to lowering the rate or, perhaps, better still, to making further
improvements in the service for first-class mail. For there can be no doubt
of the benefit to business and to the people at large of low rates and good
service in the transportation of letters.
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The original object in placing on second-class matter a rate far below that
on any other clasy of mail was to encourage the dissemination of nmews and
of current literature of cducational value. This object has been onl

! . 1 in part
attained. The low rate has helped to stimulate an enormous mass o{ 4

. e X ertodi-
cals, many of which are of little utility for the cause of popular edt?cat‘i)ol,l.

Others are of excellent quality, but the experience of the post offi

e of 1 ] ce has sh
the nnpossnhll’Ly of making a 'suusfuctory test based up(?n literary or :dl(:::vnr:
tional values. To attempt to do so would be to set up a censorship of the press.
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Postal Surpluses and Deficits

. As regards surpluses and deficits from the over-all postal opera-
tiong, in the past 90 years ending with the fiscal year 1945 there
have been only 13 years for which a surplus existed and for about
one half of these years the amounts were relatively small. These
13, furthermore, contain 8 years influenced by war conditions at
home or abroad and as a result of the large volumes of mail pre-
sented under these abnormal conditions, they generally contributed
the larger amounts of the surplus income. Yet if the facts were
available for all of this 90-year period they would without doubt
show that any postal surplus which existed was contributed by
types of mail other than second-class and that the general pattern
for this class of mail has been ‘“deficit operation.”

For the years immediately ahead, while there were postal sur-
pluses from over-all operations during the three fiscal years 1943
to 1945, inclusive,—substantial in 1944 and 1945—no part thereof
was contributed by second-class mail. This surplus income was
derived in large measure from first-class and Air Mail.

Already the substantial postal surplus of about $162,000,000
for the fiscal year 1946 is rapidly giving place to a large deficit

- for 1946. Among the factors contributing to the postal surplus in
1946, to mention only some, were such as: .

(a) An unprecedented volume of letters, including air mail, and holiday
parcels to the armed forces overseas and to Military camps within the United
States. This mail contributed much additional revenue.

(b) The Army and Navy assumed responsibility for the haul from United
States ports, including its delivery, of mail to the armed forces overseas;
for the collection and initial distribution of the originating mail of these
overseas forces and its haul to United States ports; and for much handling
of mail within training camps in the United States. This assistance resulted
in a considerable saving to the Post Office Department.

(c) The temporary 3 cent per ounce rate on letters mailed for local de-
§lve contributed at least $60,000,000 more than the 2 cent rate previously
n effect.

(d) The temporary increase in domestic air mail rates from 6 cents to 8
cents contributed approximately $20,000,000.

(e) The temporary 3 percent (or 1 cent) increase, on Fourth-Class matter
contributed approximately $10,000,000 of additional revenue and increases
in feea for Special Services also made their contribution.

Contrasting these favorable situations with conditions in 1946:
(a) and (b) above are largely matters of the past and no longer
contribute much to postal income while the temporary rates—(c),
(d) and (e)—continue to operate for the time being, until 6
months after the termination of the war emergency is declared,
unless earlier removed. The fiscal year 1946 also faces another

very important item of increased expense by reason of the in--

crease in salaries and wages provided by Public Laws 106 and
184, effective July 1, 1945. These two laws are expected to add
approximately $120,000,000 to postal expenditures and together
with other adverse situations encountered in 1946, forecast a sub-
stantial overall deficit not only for that year but for others imme-
diately ahead. Furthermore, additional general increases in postal
salaries and wages are in process of being granted by the Congress
and these will add materially to the already large deficit.* Such a
situation, if the financial affairs of the postal service are to be
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cor}dqcted on a business basis, presents forcibly the need for in-
:frulsmg postal rates for sccond-class mail and alse for the other
Llatgsua qf mail and special servicds that are not now contributing
their fair share toward meeting postal expenditures.

*NoTe: At the date of printing this report these increascs h
) J ad bee
They add approximately $20,000,000 annually to the Depnrtment?sg:g:ttegi

handling sccond-class mail, This amount is in addition
. . : w l)o
added earlier in 1946 to the costs then being incurred. about 315,000,000
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to the necu of bringing second-class rates more nearly in line with
the cost to the postal service in handling that class of mail.

A member bulletin issued late in 1945, by one of the principal
newspaper associations in opposition to an increase in second-class
rates contained the following statement:

It is & apecious argument to contend th erely bocause ishe
a profit 65 his ovur’fnll operations that t‘t‘lte'?)roﬁt).' motive I:il':iunl:!::ettihr:a#:ﬁ
mary public service functim] of a publication or that the change in the
character of news presentation or increased advertising volume, offsets in
any way the purposes of the act of 1879 granting advantageous rates to
second-class matter,

This report is not concerned with the level of profits which the
publishing industry earns, except when rates at a less-than-cost
level serve to enhance the profits of the industry at the expense of
users of other mail services or the United States Treasury. The
preferential rates granted many years ago, when there was a need
therefor, were never intended to stimulate the profits of private
business enterprises but merely to encourage at that time a greater
participation, on the part of publishers, with the Government in
_aiding its people. These rates did not give the publishing industry
an inherent rate preference for all time regardless of unforeseen
changes which might develop later in the character and content
of the publications issued or by reason of changed economic and
social conditions. Neither can the recent war time legislation con-
tained in the Federal Trade Commission Act and the Emergency
Price Control Act (acts intended to control price increases) ex-
empting the publishing industry from the application of these
laws be construed as reaffirming the preferential rates earlier ac-
corded to it. Rather these exceptions removed any restrictions
debarring the industry from increasing the prices for its product
—and such increases were made in numerous instances.

Second-class rates increased to cost of service rendered or to
substantially that level would continue to be ‘‘advantageous”
rates to the industry when compared with the basis of charges by
private distribution media. The important point, however, is that
the industry should compensate the Government, as it does others,
for services which it receives thus eliminating the annually re-
curring second-class deficits for which it is responsible. Such a
course would be no more than sound business procedure, a fact
which the publishing industry must realize since it has not re-
frained in recent years from increasing prices, in numerous in-
stances, for street sales, at newsstands and to subscribers. The
claim that readers are subsidized by passing on to them the benefit
of preferential rates has but little support when all relevant facts
—operating costs and other-—are taken into account. In fact, many
of the larger newspapers have higher subscription rates, and re-
quire prepayment thereof, when mailings go beyond the nearby
zones, which indicates that the higher postal charges to distant
points, in the main due to advertising content, are passed along
to the subscriber. )

Reasonable increases in rates to approximate ultimately postal
costs would also in no manner interfere with the public service
function (a function inseparable from the undertaking) which
newspapers have voluntarily elected to perform, nor would it in-
terfere with “frecedom of the Press”, to which publications are
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entitled; in fact the satisfaction from having met in full their
postage costs should stimulate even greater freedom of expression.

The Report is especially interested in the increased volume of
gdvertlsmg and'the otherwise changed character of matter now
included in publications from that included when the preferential
rates were established, since such chunges present to the postal
service the burden of a large volume of matter which could not
have been foreseen by the Congress in 1879, and concerning which
thert; i3 much reasonable doubt regarding its contribution to the
public good, for handling at preferential rates.
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Other types of Publications to which the Second-Class
rates proposed do not apply

Second-class rates apply to newspapers and periodicals bearing
a notice of entry as second-class matter.

Third-class rates are limited to:

(a) Miscellaneous printed matter, circulars, merchandise and other mat-
ter not specifically excepted, and

(b) Books and catalogs having 24 pages or more, at least 22 of which are
printed; seeds, cuttings, bulbs, roots, scions and plants.

The weight limit for any piece in this class may not exceed
8 ounces. .

Fourth-class rates apply to mailable pieces over 8 ounces in
weight and not in the first- or second-class. In general this class
of mail is confined to merchandise, books containing no advertising
matter, other than incidental announcements of books, and cata-
logs. :
Book Mailings—Apparently with the view to a lower postal
rate on books it has been proposed by some interested in their
distribution, that books should be accorded the same level of
rates as is now applied with respect to second-class reading mat-
ter, i.e., 14 cents per pound, regardless of distance transported.
Such a procedure would be neither equitable nor practicable in
view of the material differences in the character of and in the
cost of handling these two types of mail matter. .

Second-class matter, involves the handling of many small pieces
of varying size, shape and weight, with an average weight of
about 6 ounces per piece and rates therefor should accordingly
give consideration to pieces as well as to welg}_lt handled. Books
are usually handled in compact parcels of heavier weights—over
8 ounces and up to 70 pounds.

Books now have a postage rate slightly in excess of 3 cents
per pound regardless of distance transported, but at this rate
they are being handled at a substantial loss to the postal service.
Any reduction from this rate would obviously increase .the already
large deficit from that type of matter. Book' publishers, also
frequently avail themselves of transportation media outside the
mails for their short haul, large parcel, distribution, i.e., mailings
on which the postal service might recover its costs; leaving to
the post office the long haul and small parcel distribution.

Superficial examination may show a degree of similarity be-
tween books and some second-class periodicals in the presentation
of printed material of various kinds and also a similarity in
physical form and arrangement of contents. Also, as regards
railroad transportation costs, there should be no great difference
in the expense per “pound mile” as between books and periodicals
since they have about the same density, i.e., weight per cubic foot.

Most parcels containing books, from a physical viewpoint, (the
viewpolnt of primary interest to the postal service in connection
with handling, transportation and delivery), are entirely different
in character from second-class matter. They have many of the
characteristics of merchandise parcels and as such should remain
in fourth class with rates of postage adequate to cover their
handling. The costs of their handling in post offices and their
delivery by carriers differ materially from second-class matter
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and a mere shift in clnsgification from fourth to accond class would
not change the handling and delivery methods, nor affect the

costs thereof.

The following tabulation of factors which influence the respec-
tive costs of handling second-class mail and the handling of books,
should indicate that the same schedule of rates would be neither

equitable nor practicable,

BOOKS
Manufacture and sale of stamps.
Parcels accepted individually at orig-
inating ofiice. Postage thereon de-
termined according to weight and
in certain cases by zones.
Each individual piece distributed
and sacked.
Haul to depot in mosat cases.
Transit distribution in terminals.
Distribution at terminals more costly

because pieces are loose in sacks .

and not faced up.

Distribution into sacks and to car-
riers requires much floor space,
also reduces distribution speed.

Truck delivery required in many
cases. When delivered by foot car-

SECOND CLASS

Postage stamps ordinarily not re-
quired.

Acceptance in bulk. Postage com-
puted on thousands of pieces in
one operation. Little examination
required.

Much of the initial distribution made
by the publisher.

Haul to depot provided, in large
part, by publisher.

Distribution at terminals not ma-
terial in amount.

Much second class presented with
pieces faced up in uniform man-
ner.

Ordinarily distributed into pigeon-
holes of paper cases, using less

rier, Individual parcels weigh in floor space with greater distribu-
extess of 8 ounces. tion apeed.
More small pieces, with all averag-
ing about b ounces per picce. De-
Iiveill'ed by foot carrier with other
mail.

Trade Journal Publications

Certain publications of the trade journal type (sometimes
designated as “controlled circulation” publications) are not ac-
corded second-class rating. They do not qualify for admission
to that class of mail since they do not have “a legitimate list
of subscribers” and are circulated free, or mainly free. These
publications. are usually devoted to some special industry or
business such as—air conditioning, drugs, plastics, electrical
equipment, bedding and upholstery, footwear, furniture, cleaning
and laundry, meat, liquer, coal, pottery and glass, rugs, roads
and streets, advertising, and tools—to mention only a few. As
a rule they carry considerable advertising, much of which is related
to the industry or business in which a particular periodical may
be interested. :

When publications of this type do not exceed 8 ounces in
weight they are subject to the rates applicable to mail of the
third class. Many thereof are mailed in quantity and can gener-
ally qualify for the bulk rate of 8 cents per pound with a minimum
charge of 1 cent per piece.

Prior to 1934 these periodicals when weighing in excess of
8 ounces per piece were carried at fourth-class rates. The act of
June b, 1934 provided a rate of 1 cent for each 2 ounces or frac-
tion. In February 1942 a rate of 8 cents per pound on bulk weight
with a minimum charge of b cents per piece was established.
Effective on March 26, 1944 this rate was temporarily increased
to 9 cents per pound with a minimum charge of 6 cents per piece.

To qualify for this rate the following conditions must be met:
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(a) public must be issued at regular intervals of 12 times
or more pe. , .ar, (b) 26 percent or more of the pages must be
devoted to text or reading. matter and not more than 76 percent
to advertising matter, (c) the copies must be made up according
to States, cities, and routes as directed by the Postmaster General
and (d) the postage must be paid in money or by means of precan-
celed stamps. Zone rates do not apply to these publications.

The mailings of publications of this type weighing in excess
of 8 ounces now amount to about 5,600,000 pieces or 4,000,000
pounds annually, producing postage of about $400,000. They are
generally similar in form and density to second-class publishers
periodicals. The cost of handling them is also approximately the
same as for handling publishers’ second-class—about 9 cents per
pound. Publications of this type weighing less than 8 ounces and
when accepted at the bulk rate of 8 cents per pound with a
minimum charge of 1 cent per piece fall short of paying their
way in the mails except that for the very shortest hauls the postage
on pieces weighing 6 to 8 ounces covers qpproxlmately the cos}.
For long hauls the loss on pieces weighing up to 8 ounces is
material. The rate of 9 cents per pound with a minimum charge
of 6 cents per piece for pieces weighing more than 8 ounces
produces postage somewhat in excess of cost for short and inter-
mediate hauls, but fails in recovering postal handling costs for
the longer hauls. Overall, however, this rate returns approximately
the postal costa. . . .

Since these publications are to a considerable extent advertising
media, and cannot in many cases be said to meet the standard
of content which may reasonably be expected in second class
periodicals generally and also since the postal rate now charged
i3 not in excess of the overall cost of their handling there appears
to be no reason for according to them second-class privileges with
rates that are now, and will probably continue. for some time, at
a level much below the postal cost of handling. The rates of
postage on publications of this qpeclal type are however, not
properly adjusted as between the lighter and heavier weights and
also for hauls and some adjustment in this respect might be
appropriate.
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In Summary

This report on second-class mail, as previously stated, is not
concerned with the character and content of second-class publica-
tions generally, except as certain aspects thereof—particularly
rates of postage, content, reluted costs, and annual deficits—pres-
ent problems in connection with their handling by the postal serv-
ice. Its purpose is to present for the consideration of the Congress,
responsible for the establishment from time to time of rates of
postage, an overall analysis of the historical and financial aspects
of second-class mail since 1851 when the downward trend in rates
of postage for this type of mail began, and more particularly those
since the passage of the act of March 3, 1879.

Despite increases over the years in the level of postal wages ;
in the prices for materials, supplies and services entering in the
handling of the mails; and the provision of extended and improved
services, all of which changes have added materially to the “per
pound” cost of handling this class of mail, the average postal
revenue per pound now received shows no increase over that
received in 1880. In fact, with the present reduced purchasing
power of the revenue dollar, second-class rates are now actually
lower than in 1880. (The only increase in these rates, worthy
of mention was made in 1918 when rates for advertising content
were placed on a zone basis, but the effect of this increase on the
average revenue per pound was negligible and had but small effect
in reducing the annual deficits produced by this class of mail.)

Prior to 1852 the postal service was operated generally on a
self-sustaining basis. Thereafter down to the present time, with
the exception of a few years—mostly war years—deficit opera-
tion has prevailed. In the 70’'s when the volume of second-class
mail was relatively small deficits therefrom were also small in
dollar amount and did not attract particular attention, but as
volume presented to the postal service has increased, and cost
levels involved in its handling have also increased, the annual
deficits have mounted to their present levels—to upwards of
$115,000,000 for the fiscal year 1945; and for the 16 years then
ended to an aggregate of approximately $1,450,000,000.

The existence of these substantial deficits, which unless re-
moved will ultimately arouse public reaction, were the occasion
for the suggestion in 1942 by the Ways and Means Committee of
the Congress that consideration should be given to bringing the
rates of postage on this class of mail more closely in line with
the cost of its handling. These deficits have also been the occasion
of informal requests during the past year from the Post Office
Committees of Congress for information regarding the rate situa-
tion with respect to this type of mail matter.

In addition to presenting an analysis of the second-class mail
situation the report presents certain suggestions regarding
rates and procedures designed to eliminate ultimately, in con-
siderable measure, the present unjustifiable deficit situation. In
this connection the report (pages 95-96) includes a recom-

- mendation for an immediate increase of rates, but this adjust-

ment, if adopted, will correct only partially the situation. Further
adjustment of rates to a substantially self-sustaining level should
be made in several steps since correction of the situation has
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been too  , deferred and to avoid adverse financial reactions
to some publishers they may require time to adjust their opera-
tions gradually to meet postage at an adequate level. However
now that conditions which earlier justified subsidies no l(mger"
cxist, at lenst not to the same extent, it would appear only proper
that the Congress should limit its subsidies to those publications
which in serving the public welfare require public aid in their dis-
tribution, but any such aid should be specifically authorized by it.

Some types of second-class publications—newspapers and peri-
odicals—doubtless meet more nearly than others the standard of
content which the Congress defined in the “fourth condition” of
the 1879 Act. However, any attempt to segregate from the total
mass of about 24,000 publications, now granted the second-class
privilege, those of high quality and making a substantial contribu-
tion to the public welfare, for the purpose of according them
special rate treatment is not only physically impracticable but,
moreover, even if practicable, it would provide the occasion for
many charges of censorship and discrimination. '

The rates proposed in this report, except for small newspapers
and certain non-profit publications, accordingly make no distine-
tion between second-class publications, i.e. between newspapers
and periodicals on the basis of their character. The conditions
under which these publications are handled are such that the
Postal Service should receive substantially the cost of their han-
dling and since none of these publications now pay such cost no
different rate trcatment is suggested for newspapers than for
other periodicals.

Much has been said in the past of the high place of the postal
gervice in our economic and social life and the valuable service
which it performs. Regardless of these statements an increase
in rates such as is proposed is a practical present day necessity.
It will serve to place this service on a better business basis and
help to further improve it for the public. At the same time such
an increase would not interfere with the freedom of any legitimate
publication to conduct its business as it chooses.

The report presents the results of an independent and inten-
sive study of the second-class mail situation, primarily from the
viewpoint of the citizen who ultimately meets the second-class
deficits, . .

Much assistance was obtained from officials and employees in
the Postal Service. In this connection, however, special mention is
appropriate of fine service rendered by Mr. Joseph F. Gartland,
Director of Budget and Administrative Planning for his counsel
and advice; by Messrs. Howard Coonen and James T. Nelson of
the Post Office Inspection Service, whose extensive invesligations
in this field over the years enabled them to give exceptionally
valuable aid; by Mr. Edmund J. Walsh, Principal Administrative
Officer—Division of Methods and Procedures, for his many con-
tributions regarding postal service practices and his otherwise
helpful assistance; by Mr. Alfred H. Black, Superintendent of the
Division of Cost Ascertainment for valuable cost data and by
Mrs. Ruth L. Naecker for faithful secretarial service.

CHARLES A. HEISss,
Little Brook Farm,

MaY 21, 1946. Pottersville, N. J.
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Appendix “A”

PUBLICATIONS ENTERED AS SECOND CLASS GROUPED
BY GENERAL TYPE (3 Pages)

These general types of publications are:

Newspapers—All types and frequencies other than exempt and foreign.

“Standard” Publications—The leading magazines, including news magazines
and various publications of general interest.

Agricultural,

Business.

Scientific and Professional.

Religious, Educational and Welfare.

PubEcations devoted Lo a particular interest, group or subject.

Publications not otherwise classified—Comics, Humor, Detective, Mystery,
Crime, Light Fiction, etc.

Publications exempt from Zone Rates on advertising portions.

News Agents, and Foreign.

The sheets in this Appendix present the following data regard-
ing second-class mailings for the September quarter, 1944*:

(a) Number of publications of each type.
b) Number of pounds mailed.
¢) Postage paid.
d) Percentage of total Second-Class publishers’ pound-rate postage and
weight contributed by each general type.
(e) Advertising content of publications subject to zone rates.
* The welght of “free in county” mailings and the weight and postage for
transient second-class mail and matter mailed by publishers at “per copy”
rates are not included.

Summary of General Types of Second-Class Publications Mailed
During the September Quarter, 1944 ®

Number Peroent " Revenus Adver.
‘Type of publicstion of pubi{- (W;lgg’z) of tising
. cutlons po welght content
Postage | Percent | (peroent)
Nowspapers__.__..........o...... 12, 407 128, 84, 152 40.6 | $2,301,056 381 9
*Btandard” periodicals. .. -- 708 102,857, 43 32.5 | 3,106,082 5.0 50
Agricudtural ... .. _.... a1 12,305, 601 3.9 248,328 41 63
Business. .._..........._. .- 685 9,015, 741 2.9 O, 158 4.0 1]
Bclentific and professional._.._... 818 2,048, 101 .8 58, 234 1.0 4
l’lt‘sllllous, esducational and wel- 23,31 4,681, 833 14 73,920 1.3 n
are.
Particular interest, group or sub- 1,768 7,026, 023 2.4 133, 470 23 38
t.
Plaszlutlonl not otherwise classl- ¥/ 13,147,533 4.2 201, 606 4.3 u
0.
Publicstions exempt (rom tooe 4,501 29,040, 34 9.4 448,174 X RO
Tates.
News Agents, forelgu, elo. ....... 859 6,134,701 1.9 109, 172 1.8 60
Tot). oo eeeieaacann 1,318 318,820, 460 100.0 | 6,037,813 100.0 §.........
*Does not Include “'free In county®’ mallings.
Newspapers Mailed During the September Quarter, 1944
Numberof |  Waelght Advertlsing
Type of publication publications | (pounds) Postage content
(percent)
Oetioral NOWS. . .o cieeceecen s 1,046 | 119,702,103 $2,181,304 &)
Agricullure and markeling. .- 41 3n,003 7,033 36
Dusiness. ..o.eoonencmnanas . 108 3,728, 161 45, 253 40
Particular Interest.......... -- 281 2,640, 131 43, 607 37
1abor.. . -187 1,862,710 25,483 38
l.egnl._. 103 218,318 3,002 M
Religlo {6 871,040 11, 447 35
Bports. . . 28 533, 883 9,638 b1
{scellaneous. . - 18 179, 14 4,202 13
b T S 12,407 | 128,604, 162 3,301,087 4
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Regular Rats Publication ~
PUBLICATION WEIGHING 1 QUNCE . (409 advertizing used in detarmination of present postage)
Approximate cost, posed and t postage ) A rimata coet, pro and t postage
for s SINGLE OOPY PPER SCUBSORIPTION FOR T YEAR
Week! mhmm M blication bl
Zones Proposed postage . () é lon cnthil'zypu Du}sy“pn cation
Approx. Present
cost postage
Weight Total ADprox. | Propossd | Present || Approx. | Proposed | Present || Approz. |Proposed| Present
sad baul| Plece | postage B cost postage | postage || cost | postage | postage cost postage | postage
Local.oooe-.. SR eeeeeee|  L804 .00¢ . 50¢ . 50¢ 1.08¢ 2094 031 13003 %0.23 %0.07{ i1%0.01 3857 217 150,23
L S eeeeeea 211 .13 .50 .8 1M 110 .3 1,08 .25 .08 1.0 7.0 22 L
F S 213 .18 .80 .68 .11 L1 B .08 28| . .08 .01 7| 240 .3
—
; e ceccccccccacacmaca—an 218 .19 .80 .00 13 113 .36 .07 .28 .08 2 1.96 235 .48
: H 2 2 .80 .78 .18 L18 K .08 .7 .09 .02 818 274 .57
232 .3 .50 .8t .18 L2 42 .09 .28 .10 .02 anl .97 .e8
240 33 .50 .88 2 125 ) .1 .2 -1 02 876 | 19 .78
248 .44 .50 %4 .3 ) .49 12 .30 . © 9.05! 342 .84

Piece rate }4 cent t The “‘frés in county’’ provision, “‘per copy’’ rates and rate applicable when mail-
ing is made at an sdditional entry office have been disregarded in this compuatatian.

Pound rate: Zanes Zones 1 For that part of the first and second tones which is withm the county the “‘free
- in county’’ provisian and 1 cent a pound rate have been disregarded in this com-
Local } 134 cents s 4 cents purston.
1-2 2 cents 6 3 cents
3 2}4 cents 7 6 cents
4 ' 3 cents 8 7 cents N _ — .




Regular Rats Publication—Continued

PUBLICATION WEIGHING 3 OUNCES (40% advertising used in fmation of p N
Approximate co, B BLE COPY e . A R U BaCRIPRTON FOR T Y AR )
Zones Proposed postage Week.lé blication Manthllzy &h&m Dnﬂg“ pu‘sbg:zmn
Approx. Present
cost Weight Total poscage Approx. |Proposed | Pressnt (| Approx. |Proposed | Present || Approx. | Proposed | Present
and hsul| Plece | postags cost postage | postage cost postage | postage cost postage | postage
1.9 .28¢ . 50¢ T roise 3.6 | %2041 0. 10 %0.24 130.09 .02 $7.28 235 190. 68
243 .38 .50 .88 1.28 1.28 .48 .18 .0 1.1 .3 8.87 19 1.
—_ 3 ] am 47 .50 97 .32 1.3t .50 .17 .30 .12 .04 9. 20 3.5 1.18
o 4 268 .58 .50 Lo08 .39 .38 .85 .20 .2 .13 .08 9.87 3.88 1.4
o R 2.85 .78 0 | L3 4 148 ) T ) 18 08| 1040 4% L7
8 3.08 .9 .50 L# .54 1.60 .15 .28 .37 .17 .07 .24 528 1.98
| AR 33 113 .50 18 .82 1.72 .85 .32 40 .20 .07 12.08 5.8 228
8. . ass 131 .50 181 .88 188 K .38 .3 .2 .08 12.96 8.62 28
Flooh rata 4 cent (o 1+ made at a5 acAiHonAT enery offes Bave beeh disrerArded [ 1hi comparsTon.
Poand rates: Zones Zones ? For that part of the irst and secemd rones which is within the county the ‘‘free
in county’” provision and 1 cent s Dotund rste have been disregarded in this com-
Loaal 134 cents s < cents putation.

1-2 2 cents L] 8 cents

3 2)4 cents 7 8 cents

4 3 ocents 8 7 cents

Regular Rate Publication—Continued

PUBLICATION WEIGHING 5§ OUNCES (40, advertising used in detarminaticn of present postage)
Approzimats cost posed and present postage Approximate oost. and t postage
P for s SINGLE COPY PPER SUDSCRIPTION FOR 1 YEAR
' Weekly publication Monthly publication Daily publicazion
Zones Proposed postage o5 fsurs 13 16s0es 365 issues
Approx. Present
cost Dpostage
Weight Total Approx. |Proposed | Present || Approx. |Proposed | Present || Approx. |Proposed | Present
and bsul|{ Plece postage cost postage | postage oost postags | postage cost postags | postage
Loaal.....ccavicncanee .ene 217¢ AT - 50¢ B 4] 1.31¢ .13 0. 50 1%0.18 %0.28 0. 12 190.04 $2.92 8.5 181,14
27 .63 .50 L 147 L42 .59 LI -] .14 3,08 %96 411 LN
3 . 288 .70 .50 1.2 .5 150 .87 .23 .38 .13 .08 10.51 468 194
)
= e eeeaee . 309 R .50 L .68 L6l .75 .3 .37 a7 .08 11.28 525 2 40
A TS, veveneennens| 343 L2 .50 173 .7 L78 .9 .4l Al .a .09 1252 6.3 28
e
e 3.81 L5S .50 208 .0 Le8 107 .47 .46 .25 31 1301 .5 L33
1. 419 1.8 .50 238 103 218 LA A .50 .2 .12 1528 867 i
| IR, R emeacan 458 219 .30 25 118 238 140 .00 .88 .33 .14 1672 9.81 422
Plece rats }4 cent 1 The *free in county’’ provision, *‘per copy’” rates and rate spplicable when mail-
ing is mads at an additional entry o have been disregarded in this computation.
Pound rates: Zones Zones ? For that part of the AArst and second zones which is within the county the “free
hw:ntr’mmmdlantnpoundnuhanbundhtnrdﬂlnthhm-
tation.
Local 134 cents L] 4 cents e

1-2 2 cents (] &§ cents

3 : 234 cents k4 8 cents

4 3 cents 8 7 cents




Regular Rate Publication—Continued

PUBLICATION WEIGHING 8 OUNCES (40% sdvertising nsed in determination of present postage)
Approximste cost, &pro_msed and present postage Apgrox!mu cost, and nt postage
for a SINGLE COPY ER SL’BSCBE’O ION FOR 1 YEAR
Zones Proposed postage Week.lsg p‘;sguxion Mont.hllzy publication
Approx. Prt:cnt
cost age
Weight Total pos Approx. | Proposed Present Approx. | Proposed Present
and haul Piece pocnn. cost postags postage cost postage postage
LOCAL. o« ceecaeaceacaccccncannnn 2 40¢ L75¢ . 50¢ 1.2%¢ 1.50¢ $1.28 $0. 65 190,28 $0.20 $0.18 180,08
2, 312 1.00 .50 1.50 1,73 .62 .78 3.39 .37 .18 *w
< S 33 125 . %0 178 .88 1.7 .0 A " 3 .40 .21 .10
':' P 3.6 1.50 .50 2 00 105 |. 1.92 L04 .55 . s .13
g' |- IR «22 200 .50 250 1.25 219 L3 .63 .8 .30 .18
—
LW < 250 .50 3.00 145 251 1.5 .75 .58 .36 17
5. 45 3.00 . 50 3.50 1.85 283 1.82 .88 .88 .42 .20
6.08 3.50 .50 400 1.8 3.10 208 .90 .73 .48 .22
! t | ' The “free in county” provision, “per copy’’ rates and rate applicable when mail-
Plece rate 3§ cen ing is made at an ud!zluﬁ’:lumtry bave been disregarded in this computation,
Pound rates: Zones Zonss 'Forthttmno!thamudwadmavhxchhwnbmtheamm!ytho“beo
candm , in engmy provisian and 1 cent s pound rats bave been disregarded in this com-
putation,
| Local 134 cents E) 4 cents
| -2 2 ocents ) & cents
- | 3 234 cents 7 8 cents
] 4 3 cents 8 7 cents
ar Tl
Regular Rate Publication—Continued
a
5 PUBLICATION WEIGHING 12 QUNCES (40%, advertising used (n determination of preseat postage)
(=]
Approximate cost, proposed and rrsent postage Approximate cost. Fosed and present postage
l; for s SINGLE CO FER SUBSCRIPTION rog 1 YEAR
- Zones Weekly publication I Montbly publication
= Proposed postags 5’; Emm m’m’
Approx. Present
' cost postage
i Weight Total Approx. Proposed Present Approx. Proposed Present
i and haul Plece postags cost postage postage 0083 postage postage
Loeal. o iacneaas 265 1.13¢ . 50¢ 1.63¢ 1.75% $1.38 90.85 130.39 90.32 0.2 190.00
12 et e ———- 3.52 1.5%0 . 50 2 00 1113 1.83 1.04 3.50 .42 M 14
E: O 3.87 1.8 .50 238 1.2 201 1. .68 .46 - W18
—
5 438 228 .50 273 1.58 228 1.43 .82 .5 3 .19
et 5.18 3.00 .50 3.5 1.88 260 18 .98 .62 42 .2
[ - 610 378 .50 428 218 3.17 221 1.13 . .8 .28
T e eeccceiccicveicecesacccaancas 7.02 4.50 . 50 500 248 3.65 260 L2 .84 .80 .30
| U .- 7.97 5.25 .50 &7 278 414 2, LM .98 .0 <
Piece rate 4 cent ’ . ! The “free in county’’ provision, “per copy’’ rates and rate applicable when mall-
ing is made at an additional entry oo bave been disregarded in this computation.
Pound rates: Zones Zanes $ For that part of the first and second tones which {s within the county the “fres
in ‘ezumy" provision and 1 cent s pound rats bave been disregarded in this com-
ion.
Local 134 cents 13 4 cents putation
1-2 32 cents [] 5 cents
3 214 cents ks 6 cents
4 3 oants 8 7 cents -




Regular Rate Publication—Continued

PUBLICATION WEIGHING 16 OUNCES (40% sdvertising used in determination of presant postage)
Approximats cost, pmdmdgruutponm A ximate cost, goudmdgtuantmn T
P for a SINGLE COPY pg'gk SUBSCBg ION FOR 1 YEAR *
Zones ‘Weekly publication Moathl blication
Proposed postage a4 m’ pu
Approx. Present
cost postage
Weight Total Approx. | Proposed Present Approx. | Proposed Present
and haul Plece postage cost postage postage cost postage postage
Local ..ot - 285 1. 50¢ . 50¢ 2.00¢ 11.00¢ $1.48 $1.04 1 $0. 52 $0.3¢ 0.2 180.12
B PRI 3.82 2.00 .50 2.5 11.% 1.5 1.30 .78 .48 .30 1,13
kT, - L) 2.5 .50 3.00 1.70 23 1.5 .88 L8 .36 ]
: B e cccccccemmeemeecm—na———— 4.97 3.00 .50 1% 2.10 258 1.32 L9 . 60 .42 .25
-
: [ U, 6.04 4.00 .50 w50 2.50 114 234 130 .72 .54 .30
L] 7.28 5.00 .30 8. 50 290 378 23 L3 .87 .68 .35
F 20 YT ) ) a0 | 2.3 wat 138 L7 1.02 ) ")
8. } 9.75 7.00 .50 7.50 3.70 507 3. 90 1.9 L17 .90 | .4
fece rate ¥4 cent 1 The “fres in count. vision, ‘‘per copy’’ rates and rate applicable when mail-
Plecs H lnx is made at an mm!wgu"’ entry of b.-vpo been disregarded in this computation.
Pound rates: Zones Zones # For that part of the first and second zones which is within the county the “(res
in county’’ provision and 1 cent a pound rate have been disregarded in this com-
putation.
Local 114 cents H 4 cents
| 1-2 2 cents [} § cents
3 244 cents 7 6 cents
4 3 cents 8 7 cents
-
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Publication Subject to 50 Per Cent Discount

NEWSPAPER WEIGHING 3 OUNCES WITH CIRCULATION NOT EXCEEDING 7500 (0% sdvertizing used in determination of present postage)
AP e EINGLE CORT e e 3 T TR S T e i -
Zones Propossd postage Wk e i A e
Approx. Present
cost postage
Weight Total Approx. | Proposed Present Approx. Proposed Present
R and baul |  Pisce postags cost postags | postage cost postage | postage
L o0¢ . 00¢ .25 344 113 $0.99 90.18 190,07 $8. 04 $1.25 130,48
22 .13 .28 .28 1,19 118 .20 1.10 829 L37 1.68
3. > 23 .16 .25 .4 . L .2 .11 85 L48 .78
Y 24 19 .2 . ) 1.28 E) 1 8.9 1.60 08
E I O, 2.8 .28 .28 .50 .31 L3 28 .18 9.31 1.8 114
6. 2N Al .38 .58 .38 L® - .19 9.86 208 132
7. 2388 .38 .28 .8 .4 148 .3 .2 10. 40 228 L3
8. 3.0 -4 .25 .08 40 L67 .36 N 10.99 251 Lo
Pl i s ok D T LS T i e T
Pound rates: Zones Zones 1 For that part of the irst and second rones which is within the eounty the “fres
in county” provision and 1 cent & pound rate have been disregarded in this com-
Local 3¢ cent s 3 oanw | DU
1-2 1 ocent [] 234 cents
3 134 cents 7 3 ocents
4 134 cants 8 334 centa
Publication Subject to 50 Per Cent Discount—Continued
NEWSPAPER WEIGHING 4 OUNCES WITH CIRCULATION NOT EXCEEDING 7500 (40% advertising used In detarmination of present W)
A e fINOLE GoRT = Peuae AR R S UBSCRIPTTON TOR T FEAR ™~
onet Approx. Fropemed poriaee Present w‘ekgzymm : Dmﬁg&p"w
cost postage
Weight Total Approx. | Proposed Present Approx. | Proposed | Present
and haal Plece postags cost postage postage cost postage postage
2.08¢ .10¢ - 25¢ X 1.25 $1.08 0.2 1$0.13 .59 $1.80 19091
2% .25 .25 .50 1.28 L3S .28 1.20 9.45 L83 3L37
270 .3 ] .58 43 1.4 .29 .22 9.3 208 .55
: [ T, P 2.88 .38 .25 .8 .8 1.5 ) . 10.31 223 .92
s . U, 314 .50 .5 .75 & 1.6 .39 B 11.48 274 .2
= [ 3.45 .63 .25 .88 .3 1.79 .48 .38 12.59 3.19 268
[ S geacerseaneaacnmacnmanan 3.7 .75 .25 1.00 .8 1.95 .82 .48 13. 69 3.65 ! 3.0
[ N w07 .88 .28 L3 .8 212 .59 .48 1486 1 3.38
Piece rats }{ cent ! The ““free in county” provision, “per copy’’ rates and rate spplicable when mail-
tog is made at an sdditional entry oBce have been ditregarded in this computatton.
Pound rates: Zones Zones * For that part of the rst and second zones which is within the county the “free
. In county” provision and 1 cent a pound. rats have been disregarded in this com-
Local 3¢ cent 5 2 cents pazstion. *
1-2 . 1 cent L] 2)4 ceats
3 13 cents . 7 3 cents
* 134 cents 8 354 cents
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Publication Subject to 50 Per Cent Discount, Now Erempt From Zone Rates

PUBLICATION WEIGHING | OUNCE

Approximats cost, and mt Approximate cost. pro: _md Nt POSTALS
%or & SINGLE CO postage BERSUBSCRYPTION FOR 1 YEAR
Weekly publication Maonthly publication
Zoues Proposed postage 5’3 P.m‘s 12 issues
Approz. Present
cost postage
Weight Total Approx. | Proposed Present Approz. | Proposed Present
and hsul Plece postage cost postage postage cost postage postage
Local e cema———— 1. 80¢ . 03¢ 23¢ .30¢ 1.06¢ $0. 04 $0.13 1$0.03 $0.22 $0. 04 180.01
1-2. i ..08 3 31 LA ] 110 .16 1.08 ) .04 1.01
E T «13 .08 25 .33 [ L1 .17 .08 .28 .04 .0r
~
B et cocaeeeeaees 218 .00 2 U 00 113 .18 .08 .28 | .04 .ot
R 2 — 2u .13 ) .38 ) 1.18 .20 .08 T .08 .0l
B e e 2.32 .16 25 .41 ) 121 .21 .08 |, .28 | .08 .o
240 .19 2 4 0 1.25 B .05 | X .08 | .01
248 .2 25 47 09 ) % .osi > .osi .01
Plece rate }{ cent ! The ‘“‘free in county provision, *‘per copy’’ rates and rate spplicable when mail-
ing is made at an additional entry office have been disregarded in this computation.
Poand rates: Zones Zones 3 For that part of the first and second rones which (s within the county the ““free
{p county’’ provision and 1 cent a pound rate have been disregarded in this com-
putation.
Local 3§ cent $ 2 cents
1-2 1 ocent: (] 234 cents
3 13{ cents 7 3 cents
4 134 cents 8 344 cents
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Pubircation Subject to 50 Per Cent Discount, Now Ezempt from Zone Rates—Continued

PUBLICATION WEIGEING 3 OUNCES

AP o NG S CoFTent postate AP ER SOBACRIPTION Tob TR R
Zones Weekly publication Monthly publication
Approx. Froposd pomuer Present = Egm 13 Lsues
cost postage
Weight Total Appror. | Proposed | Present Approx. | Proposed | Present
and baul Plece postage cost pastags postage ocost postage postage
Local L oo 148 .25¢ .30%¢ 1. 10¢ L3 0.2 1%0.10 0.% $0. 03 180.03
1-2. 24 .19 .28 .4 1.28 L28 .23 .15 - .08 L]
3. 252 -] .2 .48 .28 131 .25 .15 .30 .08 .
“ 268 .28 .28 .83 .28 1.38 .28 .15 .32 .08 .03
.. 285 .38 .28 .63 .28 1.48 ¥} .18 .3 .08 .a
[T .08 47 .28 .72 .28 L60 .37 .15 .37 .09 .3
L 2 3.31 .56 .25 .8 - L7 .42 .15 .40 .10 .03
8. 3.3 .66 -] .0 .3 185 .47 .18 .43 .1 N ]
Flece rate H cent (ng 15 Tade &t An addiviona) sarcy odlos ave bech Siamearied 1o 1o ek, Dol
Plece rates: Zones Zones # For that part of the Arst and second zones which is within the county the “free
I:u g)t\}gnry provision and 1 cent a pound rate have been disregarded in this com-
Local 3¢ cent s 2 cents
1-2 1 oent . 6 “234 cents
3 13 cents 7 3 cents
4 134 cents 8 334 cents
Publicution Subject to 50 Per Cent Discount, Now Ezempt from Zone Rates—Continued
PUBLICATION WEIGHING 5§ OUNCES
) A o FINBIE GOBy ™ Pt AR R CR Ca P TToN FORT R
Zones Proposed postage Waek.!‘sz' &\sxggutil a Mon:hg m&auon
Approx. Present
- st Weight Total postaze Approx. | Proposed ‘ Present Approx. | Proposed | Present
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