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1.  Introduction
In April 2005, the Postmaster General directed a review of the Registered Mail product, “including its operations, costs, customer needs, and fee structure." 1
In response, a Registered Mail task force consisting of representatives from Value Added and Special Services, Pricing, Finance, Operations, and Product Strategic Planning was established to review the Registered Mail service, provide findings, and suggest possible ways to improve the product.  This task force was led by Vincent J. DeAngelis, Manager, Value Added and Special Services.

The group gathered and analyzed available data from four areas of focus: 
Customers 

Market research was last conducted in the 1990s.  At that time, customers were asked about product usage, features and benefits they value, and their purchase behaviors in order to gauge any reaction to changes in the business environment for Registered Mail.  
Product Attributes
Registered Mail was designed as the most secure method the U.S. Postal Service has for shipping valuable items. This special service is available for First-Class Mail letters, flats, and packages and insures customers against loss, damage, or theft up to $25,000.  The security offered by Registered Mail is made possible through a series of hand-to-hand exchanges ─ using signed receipts─ at almost every point of transfer.  Registered Mail provides the sender with a mailing receipt, and upon request, electronic verification that an article was delivered or that a delivery attempt was made.  Only material pre-paid with postage at the First-Class Mail rates may be registered.  Additional services may be combined with Registered Mail if the applicable standards for the services are met and the additional service fees are paid.

Costing/Pricing
Registered Mail costing and pricing history were examined in order to develop a better understanding of Registered Mail cost attributes, cost coverage, pricing, trends, and contribution.  
Field Operations and Technology
Standard Operating Procedures (Headquarters, Postal Operations, Inspection Service, and Finance SOPs) for Registered Mail were examined in order to ascertain if additional process improvements are possible. Current and new technology platforms were reviewed to determine whether if utilized for Registered Mail, service performance could be improved, processing errors could be reduced, and costs could be decreased.
1 Docket No. R2005-1, Direct Testimony of John E. Potter, USPS-T-1, at 7. 
The purpose of this document is to provide general information about customer needs, the product offering, process operations, product costs, and price in order to evaluate the current state of Registered Mail service.

2.  Background
Registered Mail was created as part of the Postal Act of March 1855 and became effective on July 1,1855, in order to provide for the greater security of valuable letters.  It established a uniform system for the registration of the mail by the sender, and required the pre-payment of postage as well as a registration fee on every mail piece to be accounted for by the Postal Service. 
The registry process itself has not drastically changed in a hundred and fifty years. Registered Mail travels separately from other mail in a special locked pouch or container.  The article is assigned a number and receipts are obtained from receipt to the point of delivery in a series of hand-to-hand transfers.  Generally, Registered Mail is practical when the contents have a genuine monetary value (e.g. jewelry, securities, cash, etc.).  Registered Mail is insured up to a declared value of $25,000 as a precaution against loss or theft.  Fees, which are in addition to regular First-Class Mail postage, start at $7.50, and increase based on the declared value of the item.
Historically, a significant volume of registered mail with “no declared value” has made its way through the system as customers sought proof that a mail piece was actually received.  On June 6, 1955, the Postal Service inaugurated a new special service, Certified Mail, designed specifically to take the pressure of no-value mail off of the registry system.  The new service provided the mailing and delivery receipts that met the needs of postal customers without the cost and protection of insurance that were inherent to Registered Mail. The current $2.30 fee for Certified Mail service is well under the fee for Registered Mail service.
Registered Mail may stay within the Postal system longer than other mail due to the nature of the hand-to-hand transfer process.  This disadvantage may cause some customers to consider using competing services when expedited delivery is an essential need or requirement.
Registered Mail is also used by the Postal Service itself for various purposes, such as moving stamps and remittances between locations.  This will be referred to as “internal” use of Registered Mail.

3.  Costing
In developing the Base Year 1998 costing methodology for Registered Mail in Docket No. R2000-1, the Postal Service moved away from a costing approach that treated much of the costs for Registered Mail as fixed (i.e. non-volume variable) to an approach that considers more of the costs as volume variable.  Prior to 1995, the processing costs had previously been distributed based on the share of Registered Mail volume that was used internally by the Postal Service versus that used by customers.  More recently, the Postal Service uses the In-office Cost System (IOCS) to allocate the processing costs between customer-generated Registered Mail and internal Registered Mail pieces.
The estimated costs for Registered Mail are also reported annually in the Cost Revenue Analysis (CRA).  The CRA estimates total costs associated with USPS products.  The CRA reports both incremental and marginal costs which are employed in setting rates and is used to ensure compliance with Title 39 U.S. Code § 3622(b)(3) which requires “each class of mail or type of mail service bear the direct and indirect cost attributable to that class or type.”
While mail processing and handling consists of forty-eight percent of the global cost of the service, several factors contribute to the higher cost of Registered Mail2:  

· Intensive manual process – “hand-to-hand” 

· Staffing within the registry cage
· Process flow that has remained relatively unchanged for 150 years

Registered Mail volume has decreased by 2.7 million pieces, or 34 percent, between Fiscal Year 01 and Fiscal Year 05.  From FY 01 to FY 043 the marginal cost of Registered Mail has increased by $4.60 per piece, or 39 percent.  Accordingly, the Fiscal Year 04 CRA reports a marginal cost of $16.22 per piece, resulting in a per piece loss of $4.93. 

While volume did not decrease from FY2004 to FY 2005, if long-term trend of decreasing volume, and increasing costs for Registered Mail continues, the Postal Service will need to raise revenue through higher prices to ensure cost coverage and positive contribution.
2 FY 2004 USPS Cost Segments and Components 
3 The FY 05 Cost Revenue Analysis (CRA) data not yet available. 

4.  Volume
Registered Mail volume has significantly dropped over the ten year period between 1995 and 2004.  The trend shown below illustrates revenue and volumes have declined on average by fourteen percent and seven percent respectively, per year.  Revenues and volume did not decrease in 2005, however.
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5.  Customers

External customers who use Registered Mail generally belong to the business sector and are familiar with the features of this service.  Most seem to highly appreciate the security Registered Mail offers, even though they do not consider it particularly fast.  
Certain industries, such as wholesale and retail jewelers recommend using Registered Mail as a safe choice.  The Postal Service provides insurance coverage against loss or damage for up to $25,000 in value as a part of the service.  Security is the paramount consideration in the Registered Mail handling process.  An item is accounted for by its number from the time it is presented by the customer through processing and transportation to the point of delivery.  It must be signed for each time the Registered Mail piece changes hands, and each intermediary office prepares control logs. Customers place their trust in Registered Mail based on their personal assessments and make purchasing decisions as a result. Business managers and consumers often request Registered Mail service over other shipping options due to the perception of safety; its hand-to-hand accountability and insurance coverage.
The decision to use Registered Mail was generally driven by external customers or corporate managers.
“Registered Mail is customer driven and used when requested.”  ─ World-renowned jeweler
“Registered Mail is used as a matter of convenience for the clients; security for the company.” ─ Luxury watch company
When asked if insurers required the use of Registered Mail, the response was negative:
“No, the use of Registered Mail service is a corporate decision.” ─ Luxury watch company
Customers might use a product that provides faster delivery service ─ if it was just as reliable and provided a similar level of perceived security.  According to one major watch company, “… sometimes customers want speed and do not want to wait.”  Another jeweler comments, “Registered Mail service is customer-driven, ninety-five percent of customers request UPS because it’s faster.”
Customers were not particularly sensitive about price as a factor in the decision-making process:

“No, when the security and assurance of Registered [Mail] service is needed, the service is used.” ─ National upscale retailer 
“No, price is not a consideration. High value items are sentimental and irreplaceable. The security and assurance of Registered Mail can be trusted.”  
─ Luxury watch company
For many years, Registered Mail had been viewed as the mailing method of choice when security and assurance were primary concerns. However, it is evident that customer needs are changing; the marketplace requires new solutions that are speedy, secure, guaranteed, convenient and highly visible throughout the network.  
It is apparent that many postal customers are not aware that Express Mail or Certified Mail may provide the right solution for their business or personal needs. Many consumers still send their income tax returns using Registered Mail to verify delivery to and confirm receipt by the IRS. An informed USPS workforce at the window and sales, can suggest alternative services like Express Mail in order to direct customers to use the best service to meet their needs.

The comparisons below illustrates that to a certain extent, Express Mail or Certified Mail may outperform Registered Mail.
	Express Mail
	Registered Mail

	Service:
· Guaranteed next day delivery by noon or 3pm

· Schedule a pickup for an unlimited number of packages
· Proof of Delivery included
Payment:

· Customers can pay with an Express Mail Corporate Account and receive detailed activity reports at regular intervals

· Other methods
Insurance:
· Automatic Insurance up to $100 against loss or damage

· Additional insurance may be purchased up to $5,000 
Tracking:

· Track the status of any shipment at www.usps.com
Free shipping supplies:

· Including boxes, envelopes, and tape at no additional charge
· 24 hour support phone number to order supplies

Revenue to USPS:

· Average revenue per/piece $15.75


	Service:

· First Class and Priority (2 or 3 days)

· No scheduled pick-ups permitted
· Proof delivery must purchase Return Receipt

Payment:

· Customers cannot pay with and Express Mail Corporate Account

· Restricted to Post Office, or may be presented rural carrier
· Other methods
Insurance:

· Up to $25,000 declared value
Tracking:

· Not available beyond delivery information
No shipping supplies:

· Customer must adhere to strict taping requirements

Revenue to USPS:

· Average revenue per/piece $11.29




Volume has declined in recent years, costs have increased, and customers are defecting, seeking other services when sending articles that require protection, insurance, tracking, and faster delivery service.  Consumers and businesses alike may be better served by selecting Express Mail or Certified Mail as their optimum mailing solution.  A USPS Small Business Specialist noted: 

I have had several small jewelry companies contact me within the past month requesting information on Registered [Mail] and Express Mail. Insurance companies are encouraging their clients to switch to Registered Mail or Express Mail to capture lower insurance rates. The challenge that I have in getting these jewelry companies to switch to us (USPS) is that they only have a few employees and don’t have the resources to send an employee down to the post office to wait in line to mail Registered Mail. What customers need is Carrier Pick Up for [valuable] prepaid Registered Mail. Rural carriers can pick up Registered Mail, but city carriers and collection carriers cannot.  I’ve lost several good opportunities for new revenue because of lack of availability for a pick up and I have another $60,000 in jeopardy because I originally was told that a collection driver could pick them up for the $12.50 fee, but I found this was wrong. In fact, this customer called me last night to tell me that she thinks she is going back to UPS since they are easier to work with. I know I can save this revenue if we could pick it up.
Express Mail with its pick-up option might be the best solution for this customer’s need.
6. Field Operations 
Registry Observations and Field Testimonials
Task force representatives visited Registered Mail sections in various field operations to observe on-site conditions and solicit feedback from senior operational managers.  Upon the examination of the registry sections, the task force found letter-size mail addressed to financial institutions (banks and credit card companies) and a number of flat items that appear to have been medical records which could have been mailed using other USPS products, i.e., Express Mail or Certified Mail.  
One of the more interesting findings during an overall inspection of articles in the Registered Mail section was that countless items had no declared value. This observation is in line with the 2004 USPS Billing Determinants Fiscal Year Summary which indicates that 39 percent of all Registered Mail had no declared value. 
Field managers were also solicited to provide critical feedback regarding transportation, security, and service improvements to enhance Registered Mail service and drive out costs:
“If we could get the 3854 Registry Manifest on computer it would streamline the writing process and save a lot of redundant work. We could also transmit the data as well as sending the hard copy…” ─ Post Office Operations Manager
“The only thoughts that I can provide would be guided towards more “scanning” and less manual paperwork.  This Registered Mail product is a premium service. Accountability is paramount.” ─ Post Office Operations Manager
“If we could mix Registered Mail in the Con-Con and still keep it locked we could save a ton of money on transportation and cut back on transit times.” ─ PCES Officer-In-Charge
In the table below, a review of Fiscal Year 2004 versus Fiscal Year 2003 Registered Mail volume shows a reduction of total registry pieces (USPS internal use + external customers) of 919,994.  Moreover, work hours during this period decreased by 230,922, so productivity remained slightly above three pieces per work hour spent in Mail Processing Registry.
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Overall, our interviews with from field management highlighted the following approaches that might lead to higher productivity: 
· Reduce Function One operational staff, or allow staffing of Registry Cages during optimum volume periods rather than over the course of a tour.  A significant portion of the costs for Registered Mail results from the Registered Mail cages being dedicated to Registered Mail activities during all hours of a tour.  While this helps secure the contents of the cage, the clerks in these positions are often idle, given the recent low Registered Mail volumes.  The Postal Service is investigating whether or not providing these clerks with other tasks to complete during these idle times is feasible.  By having a portion of this idle time filled with other tasks the clerk costs for Registered Mail could be reduced.

· Improve service standard performance and decrease processing errors through technology 

7.  Technology 
Current Registered Mail Information Technology Platform:
The current Registered Mail process begins with the manual creation of the Dispatch Bill (PS Form 3854) at the unit of origin. The process requires signature acceptance of receipt as the items are hand-to-hand transferred within their own office or through the USPS transportation network. 

At this time, the Postal Service uses a Delivery Confirmation Receipt System (DCRS). DCRS is a standalone application primarily employed by Mail Processing and Distribution Centers in order to generate a PS Form 3854, Registered Mail Dispatch Bill.  PS Form 3854 documents the transfer of accountability and responsibility of registered mail articles upon receipt.   

Plans are currently underway to move the creation of PS Form 3854 from the DCRS system to a centralized electronic environment such as the Intelligent Mail Data Acquisition System (IMDAS).  Form 3854 would be created within IMDAS using Intelligent Mail scanners.  

New Registered Mail Information Technology Platform:
The Intelligent Mail Group is in the process of unveiling a two phase solution to address both operational and cost efficiencies for the Registered Mail network by modifying and deploying the Intelligent Mail Device (IMD).
· Phase 1 (June 2006): A partial removal of the hardcopy PS Form 3584, Dispatch Bill.  During this phase, the acceptance and dispatch employee will no longer have to write-out the dispatch bill. Employee data (for accountability purposes) will be built into the device.  

· Phase 2 (August 2006): A complete removal of PS Form 3854, Dispatch Bill.  During this phase, the Postal Service will use a barcode to eliminate the hardcopy 3854 process completely for all Registered Mail. 
The Intelligent Mail Device (IMD) has the capability and functionality to electronically track remittances by creating Dispatch Bill documents and tracking all Registered Mail items by scanning the hand-to-hand transfer throughout the transportation network. Individual accountability features will be built into the device.  The device automatically records the date and time of transfer.    PS Form 3854 will no longer be required.

The ability to link a Registered Mail barcode to a particular dispatch, and electronically track a pouch as it travels through the network to its final destination, drives out costs and will benefit the Postal Service and its customers:
· Saves work hours by electronically creating PS Form 3854
 

· Saves work hours ─ plants will not have to track and open as many Registered Mail Pouches 

· Scanning Registered Mail barcodes versus transcribing information manually reduces errors and improves processing 

· Makes individual employees accountable 
· Electronically links employee to pouch for security purposes 

· Provides real time tracking record and tracing data 

· Provides better service to customers by eliminating PS Form 1510’s (lost in the mail report) because data will be available without using those forms 

Moreover, the IMD will allow the Postal Service to eliminate the manual processing (listing articles for shipment, documentation, and verification of incoming articles).  
Finally, the collection of this data will allow it to be retained and available for future intelligent mail customer and management solutions. 
8.  Summary of Key Findings
Overview

· Registered Mail began in 1855 in order to provide for the greater security of valuable letters; it insures customers against loss, damage, or theft up to $25,000.

· The security offered by Registered Mail is made possible through a series of manual hand-to-hand exchanges ─ using signed receipts─ at almost every point of transfer.  The process has remained relatively unchanged for 150 years.
· Historically, businesses and consumers use Registered Mail to send articles with monetary value, but a significant amount of Registered Mail with no declared value has burdened the system. 
· Generally, customers want security maintained at the current level.

· While a new Registered Mail technology platform will eliminate some costs related to forms, these changes are not expected to substantially lower per piece costs.

In response to the Postmaster General’s direction, a review of Registered Mail costs, customers, field operations and technology platforms produced the following key observations about the current state of Registered Mail: 

Costing/Pricing 
· Registered Mail volumes have declined continually between 1995 and 2004. During this timeframe, marginal costs have dramatically increased. The FY04 Cost Revenue Analysis reports a marginal cost of $4.93 per piece. 
· If volumes continue to decrease, the marginal cost of Registered Mail will continue to rise.  In the absence of significant operational changes, the Postal Service will need to raise revenue and request higher prices to ensure positive cost coverage.
· Under Title 39, Section 3622(b)(3), “each class of mail or type of mail service [must] bear the direct and indirect postal costs attributable to that class or type plus that portion of all other costs of the Postal Service reasonably assignable to such class or type.”  Registered mail is considered a type of mail service, so its fees must cover its costs.
Customers
· External customers appreciate the security registered service offers, even though they do not consider it fast. This may have underlying ramifications as volume continues to decline.

· Certain vertical industries use Registered Mail in response to internal management and customer-driven requests. 

· Many use it to send articles of monetary value and for items with no declared value like income tax returns when other USPS products like Certified Mail or Express Mail may suffice.
· Registered Mail volume has declined in recent years as customer needs change in a marketplace that is adopting new solutions when sending articles that require security, tracking, rapid delivery, and convenience.  Customers may be defecting to competitors. 
Field Operations
· An overall inspection of articles in the Registry Section found that large quantities of mail had no declared value and could have been mailed using other USPS products like Express Mail or Certified Mail. This observation is inline with the 2004 USPS Billing Determinants Fiscal Year Summary which indicates that 39 percent of all Registered Mail had no declared value. 

· The Postal Service can improve registered service standards and performance while decreasing processing errors through technology.
· A review of Fiscal Year 2004 versus Fiscal Year 2003 Registered Mail volume shows a reduction of total registry pieces of 919,994.  Work hours during this same period decreased by 230,922, so productivity remained slightly above three pieces per/hour per work hour spent in Operation 117, Mail Processing Registry.
Technology

· Plans are currently underway to move the creation of PS Form 3854 from the DCRS system to a centralized electronic environment such as the Intelligent Mail Data Acquisition System (IMDAS) to document the transfer of accountability and responsibility of Registered Mail articles upon receipt.  
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