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The National Association of Presort Mailers (“NAPM”) respectfully submits these comments in response to Order No. 21, the Notice of Request for Comments on Modern Service Standards and Performance Measurement for Market-Dominant Products issued by the Commission on June 13, 2007.

INTRODUCTION AND SUMMARY

Pursuant to the June 13, 2007 Notice of Requests for Comments on Modern Service Standards and Performance Measurement for Market-Dominant Products the Commission is soliciting comments on rules to implement Section 301 and related provisions of PAEA which call for the establishment of Modern Service Standards and a system of performance measurements for each market-dominant product.  The National Association of Presort Mailers (“NAPM”) believes that:

· The establishment of service standards requires a careful balancing of cost and speed as well as the need to achieve reliability and consistency.  
· The initial service standards must not significantly increase or decrease Postal Service costs and should at least initially reflect the service currently being provided.

· Performance Measurement need not be implemented by December 20, 2007, but should be part of the plan which the PAEA requires the Postal Servcie to establish by June 20, 2008.

· An internal service performance measurement system is likely to be far more complete and cost effective and an external performance measurement system and should be preferred in the absence of evidence that and internal performance measurement system is not reliable or employed only as a check on the validity of an internal USPS service performance measurement system.

PERSPECTIVE

The National Association of Presort Mailers is an association of companies that process—i.e., pre-barcode and sort—mail for themselves (in-house) and/or for others.  While most of that mail is, currently, First-Class Letter Mail, member of the association are increasingly processing Standard Letters and Flats.  In addition, may members of the association have allied letter shops, letter shops operated by the same company or by related companies under the same or largely the same ownership that produce mostly Standard Letter Mail for customers.

STANDARDS and COSTS

The setting of service standards requires the careful balancing of cost and speed.  While generally speaking, neither of these elements inherently deserves higher priority than the other, since the PAEA provides no mechanism by which the USPS can recover any increase in costs incident to increased service standards, it is clear that the service standards envisioned must be achievable without significant increase in costs.  On the other hand, since the principal rate making element of the PAEA is to allow prices to increase at or below the designated index of inflation, a significant diminution of current service is also unwarranted as it could produce an unwarranted windfall to the Postal Service by significantly decreasing costs.

In view of the foregoing, it follows that a reasonable approach to the setting of service standards is to reflect, at least in the initial service standards, the sort of service currently being provided.  Thus, the initial service standards should be designed not to improve or reduce current service, but rather to reflect it.

Discussion within the postal community since the passage of the PAEA reveal wide-spread consensus that what the Postal Service has until recently referred to as “expectations,” but has recently referred to as “standards,” are generally acceptable.  Those expectations or standards are essentially that First-Class Mail will be delivered: 

· overnight within the local area
 where it was deposited (i.e., in one day with day zero being the day the mail was deposited and day one being the day of delivery),

· in two days for mail addressed for delivery outside the local area, but within roughly twelve hours driving time or very roughly 600 miles, and 

· in three days to areas more than roughly twelve hours drive or very roughly 600 miles from the point of entry.

The service standard or expectation for Standard Mail is that it will should not generally take more than one oar at most two days more than the expectation for First-Class Mail.

Indeed, rather than discussing the need to increase the speed of service, the postal community has actually discussed the need to extend delivery in the case of mail sent to more remote locations mostly areas in the non-contiguous 48 states especially if the mail in question must be transported by sea.

In assessing the fairness of any set of service standards, the USPS and the Commission should consider that fairness may not necessarily mean and should not be based solely upon the notion that everyone must receive the same service.  Some consideration should be given to the cost of providing service.  Is it really fair for the USPS to expend several times as much money providing service to some customers as it spends providing service to the average customer?  Is it unreasonable to assume that fairness might consist of expending roughly the same amount providing service to each customer?  However, in the long run we think service standards need to reflect a careful balance between the needs of all customers and the cost of providing service to all customers along with balancing the need for both speed and costs effectiveness as well as the need to achieve or reliability and consistency of service.

Finally, service standards, once established should not be considered as set in stone.  As the makeup of the mail stream changes and the USPS network evolves, service standards between any two points should be subject to change.  Once the ability of the Postal Service to achieve the initial service standards is known, there will be time enough to consider increasing those standards.  But even then cost and speed will have to be balanced along with the need to achieve consistency and reliability.

TIMING OF SERVICE PERFORMANCE MEASUREMENT
As the Commission noted in Order 21, the PAEA does require the establishment of a set of service standards on or before December 20, 2007.  These service standards must include as one of four objectives providing a system of performance measurements for each market-dominant product.  However, the PAEA does not expressly provide a date by which a “performance measurement system” must be established.  Rather the PAEA provides in section 302 that: “Within 6 months after the establishment of the service standards under section 3691 of title 39, United States Code, as added by this Act, the Postal Service shall, in consultation with the Postal Regulatory Commission, develop and submit to Congress a plan for meeting those standards.” 
A first step in any such plan might and probably should be the establishment of a performance measurement system.  The point being simply that haste makes waste and a system of service performance measurements will not be like Athena leap fully grown from the head of Zeus or anyone else.  The expectation that a service performance measurement system can be crafted for every market-dominant product in the space of a few months seems unrealistic.  Thus, we recommend that while the Postal Service and the Commission proceed with all deliberate speed to develop a complete system of service performance measurements, they should not rush to meet an artificial and possibly unachievable deadline.  The Postal Service and the Commission should develop a plan that starts with the largest and most important products.  Right now the USPS only measures it performance on about 20% of the mail.  If, within a year, it were to increase the percentage of mail be monitored from 20% to 50% and within another year to 90%, that would be an astonishing achievement.  If it took another year or even two to implement service performance measurements on 99+ percent of the Postal Service’s market-dominant products that would still be an astonishing achievement.  The point is simply that while the Postal Service and the Commission should proceed with all deliberate speed, they should not proceed at a reckless pace. 

INTERNAL VERSUS EXTERNAL PERFORMANCE MEASUREMENT
While we think the PAEA can be read as expressing a preference for an external system of performance measurement, such a system could be very, very expensive.  Thus, absent some demonstration of the unwillingness or inability of the Postal Service to honestly report on its service performance, we believe that the Postal Service and the Commission should look first at the use of some internal measurement system, especially one that can be based largely on passive scans of the mail as this approach seems to offer the best prospect for measuring service performance on the largest amount of mail and products at the lowest costs.  If an external measurement system is needed, the Commission should consider, at least as a first step, a limited external system that is designed largely to verify the results of the USPS’s internal performance measurement system.
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� The concept of just what constitutes the “local” area at any given point is not clear and probably needs further explication.  In some cases the area seems to large and it other too small.
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