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Description
Library reference USPS LR-L-152 is a category 2 library reference

sponsored by witness Altaf H. Taufique (USPS-T-48). It consists of a narrative
report of the results of a telephone survey (Caravan®) conducted by Opinion
Research Corporation during the last week of April, 2006. As explained in
witness Taufique’s testimony, this multi-topic survey included questions sampling
attitudes of consumers and small businesses toward the concept of a “Forever
Stamp” for the First-Class Mail basic letter rate. The library reference also

includes descriptions of the samples and methodologies employed in conducting

the survey.




Market Research Report

Forever Stamp Research

Quantitative market research was conducted the last week of April 2006 across the U.S. utilizing a phone
survey. This phone survey was conducted by ORC and was deS|gned to ascertain acceptance of the Forever
Stamp among consumers and small business owners.

This study indicates that consumers and small business owners are both receptive to the Forever Stamp
concept. There are no negative attitudes associated with the concept. Customers are, however, very price
sensitive. The table below indicates the purchase intent for a range of Forever Stamp prices.

Consumers & Small Business - likely to

purchase
39cent | 40 cent | 42 cent | 45 cent
% % % %
Consumers very/somewhat
likely 80 57 45 27
Small Business :
very/somewhat likely 74 47 45 29

Customers were not inconvenienced at the last rate change as they had several alternatives as how to
address the price increase. Many customers opted to use two $.37 stamps in lieu of purchasing $.39 stamps
immediately after the rate change. Some customers did purchase $.02 make up stamps but this was not the
dominant choice with customers. A small percent purposely underpaid postage, using just one $.37 stamp.

In terms of customers' willingness to pay a premium for the Forever Stamp in lieu of purchase restrictions,
both consumers and small business owners were evenly split on this topic. Some were willing to pay more
for the stamp while others opted for a limited time period the stamp would be available or have a limited
quantity they could purchase.

Customers would have improved perceptions of the Postal Service if we introduced the Forever Stamp. They
also indicated that the Forever Stamp could keep them sending payments in the mail and even induce them
to send messages.
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Summary

Insight # 1 The mean number of times postage is purchased per month is 1.2 for consumers
and 1.8 for small business. When we examine mean purchases among those

Customers are infrequent who indicated purchase intent for the Forever Stamp, we do not see any

buyers of stamps significant changes except for the $.42 and $.45 stamps for small businesses.

Consumers - mean # of times purchase
FCM postage per month

total 1.2
39 cents likely to purchase 1.1
40 cents likely to purchase 1.2
42 cents likely to purchase 1.2
45 cents likely to purchase 1.1

Small Business - mean # of times
purchase FCM postage per month

total 1.8

39 cents likely to purchase 1.6

40 cents likely to purchase 1.7

42 cents likely to purchase 2.8

45 cents likely to purchase 3.2
Insight # 2 Among both consumers and small businesses the dominant place postage is

purchased is at the Post Office. Among consumers the second choice is grocery -

The local post office stores and among small businesses the second choice is APC/vending machines.
dominates as the
location of customer
choice Consumers - where purchase FCM

postage

%

Clerk at post office 75

Grocery Stores 20

APC/Vending Machine 12

Stamps by Mail 5

USPS website 3

Small Business - where purchase FCM

postage

%

Clerk at post office 83

APC/Vending Machine 12

Grocery Store 9

Stamps by Mail 6

USPS website 3
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Insight # 3 Among consumers the mean number of stamp purchased is 39.1 and among
' small business owners it is 58.5. Consumers are more likely to buy 1 book of

Customers buy only a stamps at a time while the small business owners will purchase 2 books at a time.

small amount of stamps  Since small business owners purchase stamps nearly 2 times a month, they are

at any time clearly buying more postage than consumers who only purchase stamps once a
month.

Consumers - number of FC stamps purchased at

one time
%
20 or < 62
21-40 12
41or> 24
mean # 39.1
Small Business - number of FC stamps purchased
at one time
%
200r< 35
21-40 12
41 or> 45
mean # 58.5
Insight # 4 The mean number of stamps on hand is 20.8 for consumers and 39.4 for small

businesses. There is not a significant difference in the number of stamps on hand
Customers typically hold ~ when customers indicated they were likely to purchase the Forever Stamp.

about 50 percent or Among the small business owners who indicated interest in purchasing the 42
more of their normal cent and 45 cent stamps, we found the mean number of stamps on hand was
purchase amount in above the mean.

inventory

Consumers HH - mean number of 39
cent stamps presently on hand

total 20.8
39 cent likely to purchase 21.1
40 cent likely to purchase 19.1
42 cent likely to purchase 17.9
45 cent likely to purchase 149 |

Small Business - mean number of 39
cent stamps presently on hand

total 39.4
39 cent likely to purchase 38.1
40 cent likely to purchase 31.56
42 cent likely to purchase 44.2
45 cent likely to purchase 42
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Insight # 5 Most consumers (88%) and small business owners (82%) view the USPS
performance as positive over the past 3 months. These percentages remain very

Customers, including high among those customers indicating likelihood to purchase the Forever Stamp.

those who will likely In fact the level of satisfaction increased somewhat among those small business

purchase the Forever owners indicating purchase intent for the 42 cent and 45 cent stamps.
Stamp, have a positive

f,Zﬁfcg ﬁgggcce)fgl‘z:rut.:gs Thus, customers who are likely to purchase the Forever Stamp view the USPS

past 3 months very positively and the Forever Stamp should add to the positive perception. It
also indicates that customer likely to purchase the Forever Stamp will not be
doing so because of dissatisfaction with current service.

Consumers - USPS performance over the past 3

months

Excellent/Very Good/Good %
total 88
39 cent likely to purchase 88
40 cent likely to purchase 92
42 cent likely to purchase o1
45 cent likely to purchase 90
Small Business - USPS performance over the past 3
months

Excellent’/Very Good/Good %
total ) 82
39 cent likely to purchase 82
40 cent likely to purchase 86
42 cent likely to purchase 89
45 cent likely to purchase 96

Insight # 6 Among consumers and small business owners a large percentage of customers

purchased 39 cent stamps after the rate change while 20 percent or less
Customers do not have a  purchased the stamps prior to the rate change. Regarding the purchase of 2 cent
significant amount of stamps, around 20 percent bought them prior to the rate change but the majority

concerns about purchased them after the rate change.
purchasing stamps at the

time of the price changeé 1y, the rate change is not a monumental issue with which to deal. They do not

spend a great deal of time preparing for the change in advance.

Consumers - purchase 39 cent stamps
before or after price change

%
before price change 14
after price change 80
don't know 6

Consumers - purchase 2 cent stamps
before or after price change

%
before price change 22
after price change 55
don't know 24
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Insight # 7

For many customers the
rate change is not a
significant problem but
rather a minor
inconvenience

Insight # 8

A rate change is not a
significant problem but a
minor inconvenience

Market Research Briefing - Topic

Small Business - purchase 39 cent
stamps before or after price change

%
before price change 20
after price change 65
don't know 15

Small Business - purchase 2 cent stamps
before or after price change

%
before price change 23
after price change 51
don't know 26

Both consumers and small business owners were for the most part not greatly
inconvenienced by the last rate change.

Consumers - last rate
change create any

inconvenience
total
%
nonelvery littie 51.
some/ a great deal 31

Small Business - last rate
change create any

inconvenience
total
%
nonel/very little 56
some/ a great deal 25

A sizeable minority of customers used two $.37 stamps as postage after the
rate increase. For these customers it was easier to pay additional postage
rather than save the $.35 of additional postage per letter.

Again, this indicates that for many customers the rate change is not a
significant problem but rather a minor inconvenience. The Forever Stamp is a
viable and attractive method to eliminate this additional expenditure for these
customers.

Consumers - use of two 37 cent stamps
after rate increase

%

yes 37

no 61

Month year
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Small Business - use of two 37 cent
stamps after rate increase

%

yes 39
no 54
Insight # 9 A small percentage of customers (14% for both consumers and small
A small percentage of businesses) risked sending mail with insufficient postage after the rate
customers risked sending increase. Rather than adding a $.02 stamp or using two $.37 stamps, 14
mail with insufficient percent of customers used only one $.37 stamp.
postage after the rate
nerease For these customers it was easier to risk underpayment than to go to the post
office and buy the correct stamp.
Consumers - use only one 37 cent stamp
after rate increase
%
yes 14
no 84
don't know 2
Small Business - use only one 37 cent 4
stamp after rate increase ;
%
yes 14
no 82
don't know 4
Insight #10 Customers who are likely to purchase the Forever Stamp were for the most part

not greatly inconvenienced by the last rate change.

Customers who are likely
to purchase the Forever
Stamp do not consider a | Consumers - last rate change create an inconvenience

rate change to be a likely to purchase 39cent | 40cent | 42cent | 45cent
major issue , % % % %
nonelvery little 54 56 - 48 51
some/ a great deal 31 28 32 29
Small Business - last rate change create any inconvenience
likely to purchase 39 cent 40 cent 42 cent | 45 cent
% % % %
nonel/very little 47 45 49 50
some/ a great deal 31 29 34 30
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Insight # 11 While customers do not consider a rate change to be a major concern, many did
) have to do special things to be prepared. About half of the consumers and small
Many customers did have  pysinesses indicated they made a special trip to the Post Office to purchase
to do special things to be  postage. Among small business owners who indicated purchase interest in the
prepared 42 cent and 45 cent stamps, this percentage was higher. A smaller percentage of
customers encountered long lines at the Post Office.

Consumers - experiences after the rate change

likely to purchase 39cent | 40cent | 42 cent | 45 cent
% - % % %

special trip to buy stamps 52 48 47 43

long lines at post office 24 24 31 31

out of stamps, had to come back 11 9 9 11

low on stamps, limited purchases 6 7 8 9

Small Business - experiences after the rate change

likely to purchase 39 cent | 40 cent | 42 cent | 45 cent
' % % % %

special trip to buy stamps 48 41 68 57

long lines at post office 40 40 37 33

out of stamps, had to come back 24 23 26 27

low on stamps, limited purchases 14 10 17 11

Insight # 12 Customers are highly likely to purchase the Forever Stamp at no premium but as

the price increases, the purchase intent declines. The purchase intent for the 40
Customers will be highly  and 42 cent stamps is strong but for the 45 cent stamp it declines significantly.

price sensitive

Market Research Briefing — Topic

Consumers - likely to purchase
39cent | 40cent | 42 cent | 45 cent
% % % %
very/somewhat likely 80 57 45 27
very/somewhat unlikely 15 36 49 67
Small Business - likely to purchase
39cent | 40cent | 42 cent | 45 cent
% % % %
very/somewhat likely 74 47 45 29
very/somewhat unlikely 16 41 45 59
Month year
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Insight # 13

Customers will respond
close in time to a price
change

Our customers are more inclined to wait and purchase the Forever Stamp just
prior to the rate change. A rate change is a minor inconvenience and customers
deal with it accordingly. They do not feel the need to plan on a long term basis for
a rate change.

Consumers - time period in which forever stamp would be purchased
39 40 42 45

Insight # 14

The Forever Stamp could
impact favorably
customers’ perception of
the Postal Service and
use of mail

Market Research Briefing ~ Topic

very/somewhat likely to purchase cent cent cent cent
% % % %
one year 64 50 38 27
three months 79 65 48 39
two weeks 82 75 56 45
Small Business - time period in which forever stamp would be purchased
39 40 42 45
very/somewhat likely to purchase cent | cent cent cent
% % % %
one year 62 38 23 15
three months 70 59 37 21

two weeks 76 82 51 29

The consumers and small business who are likely to purchase the Forever Stamp
view the USPS as being customer friendly. This is particularly true of
consumers. Also, our customers indicate the Postal Service and Forever Stamp
will be easier to deal with in the future. A high percent indicated the Forever
Stamp could increase the amount of mail they would send; further, a sizeable
minority indicated it would lead them to use the mail more for paying bills.

Consumers_- agree with statements

likely to purchase 39 cent | 40 cent | 42 cent | 45 cent
% % % %

USPS is customer friendly 86 90 82 86

USPS easier to use 81 85 80 85

stamp will be easier to deal with 92 95 90 94

use to send mail messages 47 53 51 63

use the mail to pay bills 58 66 54 64

purchase stamp as a gift 46 54 47 54

Small Business - agree with statements

likely to purchase 39 cent | 40 cent | 42 cent | 45 cent

% % % %

USPS is customer friendly 73 86 75 63

USPS easier to use 70 77 69 71

stamp will be easier to deal with 93 98 82 78

use to send mail messages 27 29 27 31

use the mail to pay bills 35 43 48 53

purchase stamp as a gift 40 55 41 46

Month year
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Insight # 15 Customers are more willing to pay a premium in lieu of purchase restrictions ifitis
Customers are willing to only a one cent premium. As the premium increases, our customer interest in
accegt purt chase unrestricted purchases decreases. Consumers expressed stronger interest in
restrictions to avoid paying a premium for an unlimited quantity of stamps versus paying a premium to
paying a premium buy the stamps over the entire year.

Consumers HH - willingness to pay one
cent premium

40

likely to purchase cent
%
pay no premium, 2 month limit 37
pay premium, buy all year 59

Consumers HH - willingness to pay one
cent premium

40

likely to purchase cent
%
pay no premium, buy 20 or < 32
pay premium, buy unlimited # 65

Small Business - willingness to pay one
N cent premium
40
likely to purchase cent
%
pay no premium, 2 month limit 37
pay premium, buy all year 55

Small Business - willingness to pay one
cent premium
40
likely to purchase cent
%
pay no premium, buy 20 or < 23
pay premium, buy unlimited # 77
Consumers - willingness to pay three
cent premium
42 45
likely to purchase cent cent
% %
pay no premium, 2 month limit 48 42
pay premium, buy all year 46 53
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Consumers - willingness to pay three cent premium

42 45

likely to purchase cent cent

% %
pay no premium, buy 20 or < 45 39
pay premium, buy unlimited # 48 53
Small Business - willingness to pay three cent
premium

42 45
likely to purchase cent cent

% %
pay no premium, 2 month limit 70 69
pay premium, buy all year 30 31

Small Business - willingness to pay three cent
premium
42 45
likely to purchase cent cent
% %
pay no premium, buy 20 or < 71 70
pay premium, buy unlimited # 29 30

Consumers - willingness to pay six cent premium

42 45
likely to purchase cent cent
% %
pay no premium, 2 month limit 52 45
pay premium, buy all year 44 50

Consumers - willingness to pay six cent premium

42 45

likely to purchase cent cent
% %
pay no premium, buy 20 or < 54 48
pay premium, buy unlimited # 42 49

Small Business - willingness to pay six cent
premium
42 45
likely to purchase cent cent
% %
pay no premium, 2 month limit 61 48
pay premium, buy all year 33 39

Market Research Briefing - Topic : k Month year
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Conclusions

Market Research Briefing — Topic

Small Business - willingness to pay six cent
_premium
42 45
likely to purchase cent cent
% %
pay no premium, buy 20 or < 52 42
pay premium, buy unlimited # 48 53

The Forever Stamp is definitely a viable option for the USPS to offer. It has
customer appeal and it does not have any serious attitudinal drawbacks
associated with it.

On the whole, our customers do not consider a rate change as a large
inconvenience and customers do not spend a great deal of time planning for a
rate change. In the case of the last postage rate increase, many customers
simply used two $.37 stamps rather than make a special trip to purchase $.02
stamps.

The Forever Stamp would be an added value for these customers who made a
special trip to the Post Office or who either used two $.37 stamps or just one $.37
stamp and risked the underpayment.

The key to success will be the price point for this stamp. There is clear price
sensitivity, especially for the high premium prices. Also, customers largely would
accept purchase restrictions to avoid the high premium prices.

Month year
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