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BEFORE THE

POSTAL RATE COMMISSION

WASHINGTON, D.C.  20268-0001

Postal Rate and Fee Changes, 2006




Docket No. R2006-1

INITIAL BRIEF OF

THE ASSOCIATION OF AMERICAN PUBLISHERS

I. STATEMENT OF THE CASE


The Association of American Publishers (“AAP”) hereby submits its Initial Brief on the request of the United States Postal Service for Postal Rate and Fee Changes in R2006-1.  AAP is the principal representative of the book publishing industry in the United States.  It has over 300 members, which encompass large and small publishing houses, as well as University and other nonprofit publishers.  These members make particular use of the Bound Printed Matter (“BPM”) subclass.


The Postal Service has requested an 11.7 percent increase in the rates for BPM.  The Postal Service’s proposal would implement a cost coverage for BPM of 124.9 percent.

II. STATEMENT OF AAP’S POSITION

It is AAP’s position that the Postal Service’s proposed rates include an excessive increase in BPM rates.  The 124.9 percent cost coverage the Postal Service proposed for BPM is excessive.  In the last fully litigated rate case (R2000-1), the cost coverage level recommended by the Postal Rate Commission for BPM was 113.9 percent.  BPM is entitled to the benefit of Criterion 8 (Educational, Cultural Scientific and Informational Value)(“ECSI”), which militates in favor of a lower level of cost coverage.  AAP supports the proposal described in detail in the testimony of Witness Dr. Peter A. Angelides which includes a cost coverage of 114.1 percent for BPM.
III. ARGUMENT

A. Background


The Postal Service has proposed an 11.7 percent increase in the rates for the BPM subclass.
  This increase is significantly higher than the system average.
  According to Postal Service Witness Nina Yeh, this includes a cost coverage of 124.9 percent.
  The Postal Service has provided no convincing rationale for its election of this amount of increase in BPM rates, nor has it provided sufficient evidence that it took Criterion 8 (ECSI) into account in proposing to increase BPM rates.


It is undisputed that a large number of books are mailed as BPM; indeed, that is the reason for AAP’s concern about the BPM rate increase.  Postal Service Witness Donald J. O’Hara states in his examination that, “[o]ver the years, an increasing number of books have been mailed as BPM.”
  Witness Dr. John Haldi testified that it appears that at least 55 to 60 percent of the volume of BPM now constitutes books.


The Postal Service’s proposed cost coverage of 124.9 percent for BPM is inconsistent with the cost coverages for other classes and subclasses.  The Postal Service proposes a cost coverage of 115 percent for Parcel Post and provides inadequate support for its proposal to implement a higher level of cost coverage for BPM than for Parcel Post.

B. The Postal Service Proposes a Level of Cost Coverage Substantially Higher than the Level Ordered in the Last Fully Litigated Rate Case With No Convincing Evidence in Support of the Increase.


In the last litigated rate case, Docket No. R2000-1, the Postal Rate Commission recommended a cost coverage of 113.9 percent for BPM.
  The Postal Service has provided no justification for its proposal to increase the cost coverage for level of BPM by 11 percent from that level.  As noted below, the relative cost coverage level of BPM in comparison with the other subclasses within Packing Services has also changed to the disadvantage of BPM.  Again, the Postal Service has provided no adequate rationale or evidence for this deviation from the structure of rates adopted in R2000-1.  In the absence of a coherent and convincing explanation of why BPM rates should be subject to this drastic increase – on both an absolute and a relative basis – the Postal Rate Commission should follow the precedent of R2000-1 which is reflected in the rate proposal of Witness Angelides.

C. Criterion 8 (“ECSI”) Supports a Reduction in the Postal Service’s Proposed Cost Coverage for BPM


Criterion 8 requires that consideration be given to the educational, cultural, scientific and informational value to the recipient in setting rates for various types of mail.  Postal Service Witness O’Hara’s testimony indicates that the Postal Service has given BPM “some ECSI consideration” in proposing BPM rates.
  Thus, it appears that there is no dispute concerning the propriety of applying Criterion 8, at least to some degree, in setting BPM rates.  The Postal Service has not explained what amount of ECSI consideration was given to BPM or how it was applied.

The dramatic increase in BPM rates, the increase in the BPM cost coverage level, and a comparison of the BPM cost coverage with the Parcel Post cost coverage level all suggest that the Postal Service failed to give adequate consideration to Criterion 8 in proposing BPM rates.  In R2000-1, the Postal Rate Commission recommended a cost coverage for BPM of 113.9 percent, a level 1 percent below the cost coverage of 114.9 percent applicable to Parcel Post.  In this case, the Postal Service is recommending a cost coverage level of 124.9 percent for BPM, which is nearly 10 percent above the cost coverage level of 115 percent  it proposed for Parcel Post.  The Postal Service has given inadequate weight to Criterion 8 in applying a higher cost coverage level for BPM (to which the Postal Service concedes Criterion 8 should be applied “to some degree”) than for Parcel Post (to which Criterion 8 does not apply).

IV. PROPOSED FINDINGS AND CONCLUSIONS


It is respectfully submitted that:


1.
Criterion 8 should be applied to the BPM subclass of Packaging Services; and


2.
Rates for BPM should be implemented in accord with the rates proposed by Witness Angelides.  See supra, p. 3, n. 8.
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