
BEFORE THE POSTAL REGULATORY COMMISSION
WASHINGTON, D.C. 20268-0001

__________________________________

Service Standards and Performance
Measurement for Market Dominant Docket No. PI2007-1 
Products

__________________________________

INITIAL COMMENTS OF PITNEY BOWES INC.
IN RESPONSE TO NOTICE OF REQUEST FOR COMMENTS ON 

MODERN SERVICE STANDARDS AND PERFORMANCE MEASUREMENT 
FOR MARKET DOMINANT PRODUCTS

James Pierce Myers
Attorney at Law
1211 Connecticut Avenue, NW
Suite 620
Washington, DC 20036
Telephone: (202) 331-8315
Facsimile:  (202) 331-8318
E-Mail: jpm@piercemyers.com

Michael F. Scanlon
KIRKPATRICK & LOCKHART
  PRESTON GATES ELLIS LLP
1601 K Street, NW
Washington, DC 20006
Telephone: (202) 778-9000
Facsimile:  (202) 778-9100
E-Mail: michael.scanlon@klgates.com

Counsel to PITNEY BOWES INC.

DATED:  July 16, 2007

Postal Regulatory Commission
Submitted 7/16/2007 3:59:31 pm
Filing ID:  57071
Accepted 7/16/2007



i

TABLE OF CONTENTS

I. INTRODUCTION……………………………………………………………………….1

II. DISCUSSION…………………………………………………………………………….2

A. What the Modern Service Standards Should Be………………………………3

1. Modern Service Standards Should Be Realistic and Attainable………………3

2. Modern Service Standards Should Promote Consistency and Reliability.……4

B.  What System or Systems of Performance Measurement Should be 
Utilized To Evaluate Whether Those Service Standards Have 
Been Met………………………………………………………………………….5

1.  The Performance Measurement System Should Be Transparent and 
Accessible……………………………………………………………………..6

2.  The Performance Measurement System Should Be Flexible Enough To 
Accommodate Future Changes……………………………………………….7

C.  The Modern System of Service Standards Should Facilitate the Postal 
Service Plan………………………………………………………………………8

III. CONCLUSION…………………………………………………………………………..9



1

I. INTRODUCTION

Pitney Bowes Inc. (Pitney Bowes) is pleased to provide these comments in 

response to PRC Order No. 21, the Postal Regulatory Commission’s (Commission) 

Notice of Request for Comments on Modern Service Standards and Performance 

Measurement for Market Dominant Products (Docket No. PI2007-1).  The Postal 

Accountability and Enhancement Act (PAEA or Act), Pub. L. No. 109-435, 120 Stat. 

3198 (Dec. 20, 2006),1 provides unique, but complementary roles for both the 

Commission and the Postal Service in developing, implementing, and administering 

modern service standards and a system of performance measurement for market-

dominant products.  The PAEA directs that “the Postal Service shall, in consultation with 

the Postal Regulatory Commission, by regulation establish (and may from time to time 

thereafter by regulation revise) a set of service standards for market-dominant products.”  

39 U.S.C. § 3691(a).  The PAEA also directs the establishment of a system of objective 

performance measurement.  See 39 U.S.C. §§ 3691(b)(1)(D), (b)(2).  As noted in the 

Commission’s Order, the PAEA requires that these tasks be completed by December 20, 

2007.  See PRC Order No. 21, at 1.  

Pitney Bowes commends the Commission for soliciting public comments to help 

inform its consultative role and continuing obligations under the PAEA in developing and 

administering modern service standards and a system of performance measurement.  

Pitney Bowes also commends the Postal Service for its ongoing commitment to the work 

of the Mailers Technical Advisory Committee (MTAC) Workgroup 114.  The 

Commission, the Postal Service, and the mailing community must continue to work 

1 The PAEA amends various sections of title 39 of the United States Code. Unless otherwise noted, section 
references in these comments are to sections of title 39.
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together to establish meaningful service standards and a system of performance 

measurement.  

The focus of the modern service standards should be consistency and reliability.  

Reliable service standards are essential for maintaining and enhancing the value of mail 

as a vital communications medium and for creating an environment that encourages 

future investment in the mailstream.  Pitney Bowes suggests that the Postal Service, in 

consultation with the Commission, should develop service standards and performance 

measurements that adhere to three important principles.  First, modern service standards 

should be realistic and attainable.  Second, modern service standards should provide 

consistency and reliability.  Third, a modern system of performance measurement should 

be transparent and accessible.    

The PAEA also contemplates that the modern service standards and system of 

performance measurement will inform the development and implementation of the 

related Postal Service Plan.  See Pub. L. 109-435, §302, 120 Stat. 3198 (Dec.20, 

2006)(not included in Title 39).  Accordingly, the Commission, the Postal Service, and 

the mailing community must ensure that the modern service standards will facilitate the 

Postal Service’s ability to rationalize its infrastructure and workforce and expand its 

alternative retail options.     

II. DISCUSSION

The Commission’s Order invites public comment on two specific issues: (1) 

“what the modern service standards should be,” and (2) “what system or systems of 

performance measurement should be utilized to evaluate whether those service standards 

have been met.”  PRC Order No. 21, at 2.  We address these issues in turn.
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A. What the Modern Service Standards Should Be

As an initial matter, it bears noting that MTAC Workgroup 114 is not scheduled 

to complete its work or issue its final recommendations until mid-September.  Pitney 

Bowes strongly supports the MTAC process and MTAC’s role as the forum for 

stakeholders in the mailing community to share their views and contribute in the process.  

We anticipate the final recommendations of the Workgroup will be valuable to the 

Commission and the Postal Service and may warrant opportunity for further comment 

once they are available.  With deference to the Workgroup’s pending recommendations 

on service standards by product, Pitney Bowes urges the Postal Service and the 

Commission to consider the following overarching principles.

1. Modern Service Standards Should Be Realistic and Attainable.

The service standards adopted under the modern ratemaking system should be 

realistic and attainable.  Where available, current service standards should serve as the 

baseline for three reasons.  

First, the existing service standards are attainable.  

Second, existing service standards form, in part, the basis of the current cost 

relationships among different products and services.  Thus, the use of current service 

standards as a baseline comports with the PAEA’s direction that in “establishing or 

revising such standards, the Postal Service shall take into account . . . the current and 

projected future cost of serving Postal Service customers.”  39 U.S.C. § 3691(c)(6). 

Third, the use of current service standards as a baseline also comports with 

notions of fairness and is consistent with the statutory factor that the modern service 
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standards must take into account “the actual level of service that the Postal Service 

customers receive.”  39 U.S.C. § 3691(c)(1).  

The modern service standards must also encompass a review of critical entry 

times to ensure fair treatment for the Postal Service and mailers.  Critical entry times are 

the cut-off times established by the Postal Service to determine the latest time that a 

particular type of mail may be inducted into the Postal Service network for purposes of 

measuring service performance.  Critical entry times and service standards must be 

addressed in parallel because modifications to critical entry times directly affect changes 

in service standards.  Critical entry times for collection box mail must be rationalized to 

ensure that the Postal Service can fairly meet the established service standards.  The 

modern service standards must also ensure that the Postal Service cannot evade the 

discipline of the CPI-based annual limitation by degrading service quality (e.g., 

systematically pushing for earlier critical entry times for bulk mail entry) or shifting 

additional uncompensated mail preparation requirements onto mailers.  Similarly, it 

would be unfair to the Postal Service to impose additional service related costs on the 

Postal Service that are not reflected in the current rate base upon which the annual 

limitation will apply.  

2. Modern Service Standards Should Promote Consistency and 
Reliability.

The primary focus of the modern service standards should be consistency and 

reliability.  Reliability is the key to preserving and enhancing the value of mail.  The 

paramount importance of consistent, reliable service is inherent in the objectives set forth 

in the PAEA.  Section 3691 provides that the standards shall be designed to “enhance the 

value of postal services to both senders and recipients.”  39 U.S.C. § 3691(b)(1)(A).  
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Section 3691 further provides that the standards shall “reasonably assure Postal Service 

customers reliability, speed and frequency consistent with reasonable rates and best 

business practices.”  39 U.S.C. § 3691(b)(1)(C).

The current system of performance goals and service standards is deficient 

because it ignores the total time to delivery for mail that is not delivered within the initial 

performance goal (e.g., 95 percent within 3 days), the so-called “tail of the mail.”  The

modern service standards must improve consistency of delivery by managing the “tail of 

the mail.”  The modern service standards should provide for a disaggregated 

measurement of the “tail” with separate and distinct standards and service disciplines.  

For example, separate distributions for mail which fails to meet the current one day, two 

day, or three day service by 3-digit pair for First-Class Mail must be established such that 

some defined percentage of the mail that failed to meet the initial performance goals for 

speed of delivery will be delivered in x + 1 days, x + 2 days, and the like.  Improving the 

consistency of delivery is critically important as a means of enhancing the value of the 

mail and promoting mail as a vital business communications medium.

B.  What System or Systems of Performance Measurement Should be 
Utilized To Evaluate Whether Those Service Standards Have Been 
Met

The PAEA appropriately recognizes the importance of performance against a 

standard.  Implicit in the PAEA’s requirement for an objective system of performance 

measurement is the understanding that what gets measured gets improved.  See 39 U.S.C. 

§§ 3691(b)(1)(D), 3691(b)(2).
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1.  The Performance Measurement System Should Be Transparent and 
Accessible.

There is a critical need for publicly available, real-time, verifiable and accurate 

performance measurement.  The performance measurement system adopted by the 

Commission and the Postal Service must be very specific, and must provide data at a 

sufficiently granular level, such as the 3-digit Origin / Destination ZIP Code pair.  

Technology will enable even further disaggregation of the data for certain classes by 

shape, forwards and returns, payment evidencing channel, and presort level.  The 

performance measurement system should also measure other important dimensions of 

quality of service for senders and recipients, including the percentage of mail lost and the 

percentage of mail damaged or tampered with.  Measuring these additional dimensions of 

service quality will be facilitated by the expanded use of intelligent barcodes.

The widespread adoption of the intelligent barcode and seamless acceptance can, 

and should, also play an increasingly important role in verifying service performance by 

providing precise, real-time performance measurements.  The modern system of 

performance measurement must leverage and expand on the capabilities of intelligent 

barcodes and a data-rich mailstream.  

The modern system of performance measurement should also incentivize the 

expanded use of intelligent barcodes and data-rich mail by consumer and small business 

mailers.  Indeed, the PAEA contemplates expanding the benefits of technology through 

the promotion of Alternate Retail Options under section 302.  While some small mailers 

will not be in a position to benefit from the roll-out of the 4 State Barcode and Seamless 

Acceptance, a single-piece letter mailstream enabled with an information-based indicia 

(IBI) would facilitate increased data points, transparency, and improved service 
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standards.  Rate incentives that encourage this expansion can drive the benefits and 

efficiencies of technology to a broader segment of the mailing community. 

The measurement system must be accurate and auditable.  The Postal Service and 

the Commission should define the level of technical detail of the measurement methods 

to be used to ensure statistical validity regardless of whether the measure is internal or 

external.  

The Commission’s proposed system of performance measurement should also 

embrace an “open architecture” that allows interested parties to access and verify the data 

used to measure compliance with service standards.  The modern system of performance 

measurement should provide real-time access to web-based public data at a sufficiently 

disaggregated level.  A performance measurement system that embraces transparency and 

accessibility will also diminish the need for external performance measurements by 

allowing interested parties the opportunity to ensure the veracity of the reports.  See 39 

U.S.C. §§ 3691(b)(1)(D), 3691(b)(2).  

Last, the Postal Service and the Commission should establish a system of 

performance measurement that assesses “the degree of customer satisfaction with Postal 

Service performance in the acceptance, processing and delivery of mail.”  39 U.S.C. § 

3691(c)(2).  This could be accomplished by defining and monitoring select customer 

satisfaction indicators, such as customer access to the Postal Service retail network, 

access to alternative retail options, and current mail acceptance methods.

2.  The Performance Measurement System Should Be Flexible Enough To 
Accommodate Future Changes.

Congress appropriately recognized that the service standards and the system of 

performance measurement must evolve with market, technological, and demographic 
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changes.  The PAEA contemplates that the development and revision of the service 

standards and the system of performance measurement will be an iterative process.  

Indeed, more than one-half of the prescribed statutory factors turn on future events and 

changing conditions.  See 39 U.S.C. §§ 3691(c)(2), (4), (5), and (7).  Accordingly, the 

system of performance measurement should be flexible and responsive to change and 

should be revisited periodically to assess whether further refinements are necessary.     

C.  The Modern System of Service Standards Should Facilitate the Postal 
Service Plan

Section 302 of the PAEA provides that “within six months of the establishment of 

the service standards . . . the Postal Service shall, in consultation with the Postal 

Regulatory Commission, develop and submit to Congress a plan for meeting those 

standards.”  Pub. L. 109-435, §302, 120 Stat. 3198 (Dec.20, 2006)(not included in Title 

39).  As above, the PAEA provides for complementary roles for both the Postal Service 

and the Commission in the development of the Postal Service Plan.  

The modern service standards and system of performance measurement are 

inextricably linked with the Postal Service Plan that is intended to meet those standards.  

Two components of the Postal Service Plan require specific attention in the development 

of the modern service standards: the Postal Service’s facilities plan and the Postal 

Service’s plan to expand widespread acceptance of alternative retail options (e.g., kiosks,

postage meters, on-line postage).  These plans present significant opportunities to capture 

efficiencies, control costs, extend the benefits of technology to small-volume mailers, and 

modernize the U.S. postal system.  Accordingly, the Commission and the Postal Service 

must ensure that the modern service standards will facilitate the Postal Service’s ability to 

rationalize its infrastructure and workforce and expand alternative retail options.     
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III. CONCLUSION

Pitney Bowes appreciates the Commission’s consideration of these comments.  

Pitney Bowes urges that the Commission adopt modern service standards which are 

attainable and reliable, and a system of performance measurement that is transparent and 

accessible.  Pitney Bowes further urges the Commission to adopt modern service 

standards that will facilitate the statutory aims of the Postal Service Plan.  
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