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Good afternoon. | appreciate the invitation tonliiln you all, here in Flagstaff today, and to offgrat | hope may be food for
thought — and more — regarding the present re-derwion of the notions of Universal Service, theversal Servic®bligation,

and the Postal Monopoly, and to join in on the aéston of these important topics.

I am here as the owner and publisher of The Figtisvork. We are a small entirely volunteer entibyv closing in on the end of our
24" year of service as a “bulletin board service"ffatists, flute teachergndthe people who love these kinds of folks. In &ddi
to a website presence (which has become absoha@glysite in recent years for businesses of al&inwe continue to organize and
publish an adletter of typically 8 — 12 pages, Wtgoes out free of charge 9 times a year, nowtes®,100 different subscribers

nationwide.

It is on behalf of our subscribers, and all thos®m we serve by including their notices, that weédeen tracking the flow of Flute
Network mailings over the years. As with most stithgs, the timely receipt of our mailings is egiapart of what keeps them
valuable — for example, it does no good to leara obncert or other event that one might have vdatatattend, two weeks after it
happened. What is frustrating is when this kinthaig happens and those notices had actually bedlied three weekldseforethose
events, and by the Post Office’s own standardsldhmve been received by all in plenty of time.eMery large “disconnect”
between USPS standards and actual experience gestia be an issue, but with the good informatierhave about actual

experience voluntarily provided to us by our woridesubscribers— at this point, we've learned how to deal with it

Let me tell you a little about how The Flute Netwaame to be and why we operate as we do. Battieiearly 1980's, | was
married to a man who was a flutist and a giftetefiepairman. Being the struggling graduate studemrtboth were at the timénat
income was important to us — but we also welcorhedsbcial aspect of connecting with others fronaatbss the country who
shared his passion for all things “flute”. Whag didn’t expect to find was that — because of &lisntted work — we’d also become
something of a hub for flute-related news. Anrmmments of events, news of opportunities suchladaships and jobs, flutes that
had wonderful pedigrees coming up for sale — flofesiore pedestrian value but which had been ldyedood people who now
needed for them to have new homes — all of that &irthing flowed informally through our little limg room, right there in the
married housing apartment in Spartan Village athigian State University. Usually either he or | Webget on the phone and call
anybody we knew who we thought would like to knawd pass the word along. For being broke graditatents, we had really

high phone bills just about every month, but it wamething we felt was important to do.

! To get a better feel for the actual flow of Flitetworks in the mails, we enlisted the help of suipscribers in 2006, 2007, and
2008 — we asked them to tell us the date of reegigttheir zip code — for each of their Februany Barch issues. The findings and
data from 2006 (along with the documented expeegrmd a dozen or so other similar mailers) waseshpublicly in Flute

Network’s Testimony before the PRC in the 2006 Rzdse; the 2007 data was organized and sharedhgitparticipants of the
MTAC Workgroup #114 last May; and all of that is@ntly available to the public online through EliNetwork’s website.

Although analysis of the 2008 data is incomplete,de have information to share from that effortebhis relevant to the questions at
hand and will be included later in this paper.wilt also be added to the website in total, oncalgsis is complete.
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Now, also around that time, we’d been hearing absatmen who — as individuals — traveled up andmtve east coast, buying and
selling instruments with the folks in that townethmoving on to the next one. Although | don’nththey were related in any way,
they operated in a very similar manner. Many fileand former customers told us about how this eebrkan ad in the local

newspaper would read something to the effect oiv'motown — buying instruments — limited time ondgll On the one
hand, this seemed like a good thing for a familytiveg to sell off something rather easily — theyomptions at the time outside of an
ad in the local paper or connections through thallfiute teacher were either (1) having a friendedative who was a Musicians
Union member place an ad for them in the Union Paytiéch circulated nationwide, or (2) join the Natal Flute Association and
place an ad in their journal which came out foomets a year. SO — these two guys had some gooih'gickHowever — to my way of
thinking, they were quite a bit less than ethidalas just after the third time that I'd heardhrh a former customer of my then-
husband, about how they’d sold their very finerimstent to one of these dudes before letting us kiney were wanting to sell (so
that we might help them get what it was truly wdr@nd ended up after the fact finding that theaeeén seriously ripped off. In
each instance, they were told with presumed authtvat “it’'s a really OLD flute, and it's gotfannyFrench name, and it's not
going to sell very well because of that — BUT yeter nice kid and | like you, so I'll give you $66 it”... and needing the money,
they took it. These fellows would then turn aroamdl soon offer these same instruments for saie &gathe $3,000 they were

actually worth in the first place. And that made mad.

So between getting our third $300 phone bill ima&,rand hearing of the third incident of these Ezsast bandits ripping off yet
another friend, | felt there had to be a better.wayhere was clearly a need for people to get wartchbout things — like events and
opportunities, instruments for sale, etc. — easificiently, and economically. A borrowed addrdist from a friend who published
Flute Choir music got us started. I'd had someki@arts experience by then, and had found a |w@ater who'd help with the
mailings — and Flute Network, the print edition,sA@egun. In the first year, our phone bills diddgevn — slightly, and those two
guys were indeed put out of business. Widitlh't expect (and continue to be surprised by) is thetfet now, some 24 years later
— even given the options available on the internghat the demand and the support for this pdrgnd mailed service would
continue as it has. | do know that there is alisblino doubt: the Flute Network could not existheut the Universal Service of the

USPS — in fact, | think most businesses would atiraeUniversal Service is absolutely vital to thasmwell?

The Flute Network was founded on — and continudxetdriven by — a strong conviction that peoplehbuig treat each other fairly,
that knowledge is indeed power, and that everyltberves a chance for the benefits that can cameHlaving ready access to
good, reliable, information and a means to sharé&lite Flute Network experience is an example dtvdonviction driven

philosophy can look like when it takes on tangilolen and those related dimension of dollars andscaccountability.

| am here today to suggest to you that the topicieuconsideration — Universal Service (with otheut the Obligation part), and
the Postal Monopoly Laws — aatésodeeply philosophical and value laden, even as lilaeg overwhelming importance when it
comes to balance sheets, dollars and cents, anute¢bsures of those who seek to influence the matjmolicies related to them. It's
going to take courage and no small degree of gpipéay in these realms, and | commend the PR@afang it on (even if the task

was instigated by language in the PAEA).

% This is not to say at this point that it HAS tothe USPS that provides Universal Service — whiteakes sense that this obligation
should stay with them given that the infrastrucisrthere and especially for those less desirahlees, it is conceivable to me that
another entity could take on that Universal Ser@tdigation. My only concern is that it be — lily — all inclusive, effective, as
efficient as possible, and user friendly.
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The one most important part that | would like teegvoice to today is to encourage the PRC to pledsahe best of your ability —
take thdong view on these questions, as they are indeed tifrltial magnitude. Drawing upon some of the lessmrailable to us in
hindsight from episodes in the history of the UStBbService, perhaps some of the same kinds dékeis can be avoided as we
move forward with this adventure. While it's néatimpossible to know with any certainty just exaethat the future is going to
hold, the choices and decisions being made nowesetrather fundamental issues will have a lobtwith the kind of future we're
going to have, as well as the options availablestall along the way. So - as we look forwarth® continued evolution of our
Postal Services, in your deliberations, pleasedgmizant and intuitive as to (1) how the positigns ultimately take on these
guestionsaandthe decisions that come from them, will (2) le@@ctly to the formal policies, which (3) will hatangible outcomes
and logical consequences both up and down therittee mailing industry and postal realms as welitee ancillary services related

to them, and likely for decades to come.

You have asked us for comments on just what priesignd convictions should guide these decisidtsyou look through the lists
you will be compiling, | urge you to focus on thees that rise to the surface as the most “timelasd’fundamentally confirmative
in nature. Specifics may vary depending on a Waoéfactors, prejudices, biases and other petiggripirks — so you should look
for those which will be the most enduring and seoéithtive to the tests that are likely to be hajdiast them as we look to an

unknowable future.

It's going to be especially challenging to keep ‘thig picture” in mind and | don’t envy you yoursta No less than a dozen times
just in the preparation of these materials | thaudtad it all figured out — then a new idea woplésent itself, and a fair
consideration oft in the context of all the rest would take me rightk to square one! All | know is that in thesipa for Flute
Network at least — when confronted with similarlages, | found that without fail, the best wayward was always in line with the
firm conviction and solid principles aboctioosingto do whatever was the “right thing to do” — evieat the time it possibly wasn’t
what | particularlywantedto do - even if | wapretty surethat on the face of it, what was being asked wesdly impossible — even if
| couldn’t see my way forward, if it passed thisttef “is it the right thing to do”, then a cleaaywforward always made itself known
sooner or later. It's a phenomenon | can’t begiaxplain - but it has happened too many timesrfemot to respect it! What that
means in this context is — | would encourage yocotasider the reasons why someone would recommernthghAWAY from a

given model as much as they are trying to convirmeto move TOWARDS the other one... and listen ferdieep subtle indications
of what is “the right thing to do”.
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As | see it, there are a number of matters reltiiede potential future of the whole issue of nmgjlthat may - (or may not) -
influence the direction you decide to go in re-asing the future scope of responsibility and thectical handling of Universal
Service and Postal Monopoly. | think that whaah legitimately offer you has less to do wittegjlregulations, and business
models and is more something along the linestbé “view from the little guy out here” and “thetential mailer” ... Essentially,

then, | will be talking from an “outside-looking*ipoint of view.

1) People will probably always need to mail things but is the US Postal Service the best way to d@
| would wager that the average mailing person tare” has pretty simple demands of the mails —usewant our mail, we want it
fast, and we want it cheap. The casual businessramercial entity, when thinking of doing mailinggants it delivered to all the

people they want it to go to, accurately, on tiaxg] cheap. There is a practical, fundamental gaiding element to the decisions
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and choices being made by both of those categofiemilers, though - as in: “I'll go with whom eveiill meet those criteria when

I’'m ready to mail, and whom ever can provide it fioe now, easily — and cheap!”

When it comes to communications today, it almostsg@ithout saying that most of us have more chawedable today than we
ever had. None of them are perfect. Every compawgry evolving entity has its problems and theeealways growing pains no
matter how long something has been in existenagh is the nature of dynamic mechanisms, and th@&k$al Service is no
exception. No one would argue there aren’t somewseproblems, as well as sometimes very seriolestin service... and the same

is true for nearly every other communications medheing used today.

Now, we have a rather eclectic history in this doyof ours, of turning a perceived need or emptlefin the pattern of our lives

into a stimulus for a new business or service thesigrecisely to be the perfect answer to thate'hof need. If it all goes right, this
hopefully results also in a nice profit for the g@m or entity doing it — heck, that's consideredimny to be “the American way”.
Part of the responsibility of successfully naviggtthese challenges/opportunities, though, is magabe equally dynamic tensions
that ride along with all such efforts — and thessaa are again where a clear set of core convictiod principles can be particularly
useful in keeping these efforts on track. For gxamvhich gets the greater emphasis and what are the cosiséd of choosing

one of these over the other : capitalist succesfifpvs.the broader public goots the localized human cost of “doiag) that, in

that way”? ....And then, what unintended consequences have anisam® arising as we progress along the linesavehosen to go,
with this or that new effort?! This ongoing agxkr changing quandary will no doubt apply to #E@pts to “improve” mail

delivery and/or to take on the holes in it, as fvell

In terms of the questions before us today — wheares to revising the one aspect of Universalieithat has to do delivery to
people everywhere, regularly, and at a reasonatoleansistent rate — there is peril in the questiofprecisely WHO would we
choose to leave out’were we to move away from that portion of thevwdrsal Service provision. On the face of it, gotential of
cutting back on service areas for mail delivergeaipeople’s fears exponentially and heighten emethecause it's a threat that
tends to be taken personally — the idea beinggdihebodygan get left out, it just might be ME - or maybensdody | really need to
send stuff to (like family) — and that's not goodEven were other delivery options ready to fi# tpap, unless their costs were
substantially less and their service substanttztyer (a combination which people would willingjsavitate towards) — the
political consequences for the politicians in thaseas would likely be swift and stern. Thouglavénnot had the opportunity to
research it, my sense of it is that losing PostaViSe in the home area is not generally conduvene’s re-election, especially

when we’re now in our second consecutive yearsarges of annual postage rate increases, but hesrentalking about cuttingack

% For a particularly scathing appraisal of the plighmailers and the perils of the US Postal Syste the Policy Analysis by James
Bovard of the Cato Institute - Cato Policy Analyisis. 47, Policy Analysis — February 12, 1985. “Tlast Dinosaur: The U.S. Postal
Service”, by James Bovard. Onlirfgtp://www.cato.org/pubs/pas/pa047.htmiWhile the arguments against raising the prica o
first class stamp to 22 cents are now well outdatezlother issues discussed in his article remvaitthy of consideration as — from
the stories I've heard — Bovards words do refleetvtery real experiences of many mailers.

“For illustrative purposes — consider the massiygoony issues with Wal-Mart. Yes — they do offentiloprices but there is much
discussion now among the general public of thedmdtbsts and risks which support those low pridesa sampling, there are
myriad of concerns in recent days with the sourcihgroducts sold as coming from China given thador laws, the poor quality
and potentially contaminated materials used andratianufacturing issues; the questions of wheresiare located and what
happens to communities when Wal-Marts are builbth bhe good and the bad; what happens to thaadstores when new Wal-
Mart Super Centers are built in the same towny thiés for how labor internal to the running therss is managed — and then
there’s the very controversial and poorly underdtssue of just how much these workers end upgbefifectively required by lack
of health plan coverage to rely on public serviaed our general tax dollars for their care while ¢ompany “rakes in millions” — as
a former worker who is a friend has told me in maeysonal conversations.
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on services... So - again, we have another case where furnitamelues, beliefs and convictions about bigésstan help, such
as having grappled with: “just what kind of wodd we want to live in, and for our children andrgtahildren to live in” — and
related to that, more directly: “what kind of PasBervice would best serve the interests of otion® ? After all — it's going to be

our children and grand children who will have tket@n the consequences (intended and unintended)aifwe chose today.

* * *% * * * *

2) There’s another extension of this question ofdw to keep the Postal Service functioning —
do the next generations even want one?

In recent years, we have seen innovations suttedaternet, email, and online bill paying begirdefray the numbers in the letter
mail categories and there has been much hand wgrmier all that. No doubt, the decline in revehae impacted the USPS and
will continue to do so for some time. But | drawuy attention to the crop of kids coming along belthis current batch — the ones
who are now in junior high, high school, and ttesrly college years... These kids, according to Usityeeadministrators I've talked
with all across the country as well as a few frorargeas — SIMPLY WILL NOT DO email — nor do theyd to read the emails they
receive. Generally speaking - these kids justikemd to live on their computers quite as mucthasatch who are now in young
and middle adulthood. If you want to get a messhgmigh to these kids, you have to “text it” besmathey are always on their
phones. Surely you've seen it too - they're LOG'imand BRB’ing, and PROS'’ing — and CU’ing all tiree! These kids have been
called by some as the “Burger King” generationinashey want it their way” — theywantwhat they want tailored just foinem they
want it big and colorful and flashy, and thégn’t want to have to look foor have to wait for what they want, anywhere along the
line ...they want what they want handed to them....taechew phenomena of “push technology” is risipgast and furious these
days to give it to them

So - looking a bit even farther ahead then, amktve need to now, the question really becomesw‘do we make the Postal
Service relevant to a people who won't even uselevhvords to communicate?” Oddly enough — thet®jse, | think, for the postal
service here because these kids also still venyhriike receiving mail... they do tend to love getticagalogs... and they still like to
get mail addressed to them, (especially if it miggnte a check init)... So there is that poteftgaik for future generations when it
comes to the place of a mail delivery system remgirrelevant to the lives of the general publi¢tese kids grow up, and we can
reasonably expect that - generically speaking plgewill probably “like” getting mail for some tim® come. Certainly, this is good

news for businesses who will wish to continue réagiolks through the mail systém

® A neighbor of mine used to live in Arrowbear Lald&. She tells me that people living in theirlétmountain community could
ONLY receive mail if they rented a mailbox in thentracted Post Office there in town. After a tirthgt contract PO was closed and
they had to rent boxes instead in the next towRwfning Springs. None of her neighbors was pleagtdthis set up and for some
it represented a real hardship, and despite maeypts - nobody was ever able to get answersabydouse delivery was not or
could not be provided. My neighbor told me thaytlygenerally concluded that their lack of servargq lack of response from the
Postal Service, were due entirely to the lack @bagress person or other legislator to advocatehéam.

® See “The Dysfunctional Behavior of Mailers”, by May B. Comarow, National Academy of Public Admtragion, August 2007.
This particular question of his is highlighted afisicussed on page 8.

" For more on push technology — here’s a placeata: $New Wireless Push Technology Library Operis/ Michael Singer, of
siliconvalley.internet.com — dated May 28, 2002 http://siliconvalley.internet.com/news/article.php45651 - the article itself
may not appear at the top of the page, so do soan tb find it.

8 In the Remarks of Postmaster General/CEO Johmferrat the National Postal Forum in Washingto@, @ March 26, 2007, he
referenced working with comScore Networks “to latkhe relationship between Direct Mail and onkhepping behavior: Here’s
what they found: more than 8 out of 10 people #aics easier to shop online after receiving alogtaonline shoppers who received
a Direct Mail piece were almost twice as likelyblay as those who only received Internet advertjsirthat Direct Mail piece was a
catalog, the results were even better; and peopteraceived Direct Mail bought one-and-a-half timesre merchandise on retailers’
web sites than those who were contacted only thrdlug Internet.” — page 5 of the transcript. Urranscript:




From a nationally based, governmental point of vitaw, this is probably perceived as a very goeddbecause it's common-
sensical that having a way to reach everybody tfitvdhe mail system is vital to maintaining any seofnational identity. While
certainly the USPS will continue in some capadtitg, feel from “out here” is that it's kind of mayhmst its way in recent years... but
I’'m not so sure that that alone should be reasongimto take away the Universal Service obligatibthink that maybe they've just
not been sufficiently motivated to improve theireservices — yet. While the non-postal services as help with Passports do
serve the country and also, | suspect, bring inesiinding, I'd sure love to see them attend tontlad handling and improve delivery
because that core function does have so much iemzet From the face of it, Title 39, US Codé€l (&) - seems as relevant now as
it was in 1970"

The Postal Service shall have as its basic function the obligation to provide
postal services to bind the Nation together through the personal,
educational, literary, and business correspondence of the people. It shall
provide pronmpt, reliable, and efficient services to patrons in all areas and

shal | render postal services to all conmunities.

There was an added dimension to the potential itapoe of this kind of opportunity for the Americpublic to come together via
the USPS, recently, when the idea of allowing pedopl“Vote by Mail” was floated as a means of asgjswith the Democratic Party
presidential nominations in Florida and Michigamofigh admittedly - the odds for the potential @ thpportunity actually being
fully realized are yet to be seen, as this pamicattempt was rather quickly shot down even a&i widely floated}° The idea that
the US Postal Service would handle such a thingansmsurce of consternation for some folks, eveibwaas a reassurance to others |
talked with. It was the perceptions that folks addut the USPS — the quality of service they haze&nced with other mails — and
the way they had been treated as postal servidernass that largely dictated whether they had faitthe USPS to carry their vote
responsibly or not. There is nothing wrong witlygtg with what's in US Code and with the USP Shesdesignated provider, it
seems to me, if it's the right thing to do. Espkg when there’s the potential of Vote By Mailamtaining precedent and tradition
for who's handling it could be valuable... but itls@fair to say that there’s an image problem imgdlhere too which might be
clouding the picture.

kkkkkkkkkhkkkkhkkhkkkhkkkhkkhhkkhkkkhkkkkkkhkkkhkkkhkkkk K*kkkkkkkkkk

3) Other pertinent information and worthy lessonsavailable to us from reports of U.S. Postal ServicHlistory.

(1) In a paper by Charles Kenny — in a World Bankdy Research Working Paper 3627, June 2005, ‘Reafag the Posts:
Abandoning the Monopoly-Supported Postal Unive8salice Obligation in Developing Countries” - hredits J. Campbell’'s

http://www.usps.com/communications/newsroom/20@7ppmgnpf0326.htra | have not yet found anything of the study he
mentioned.

® According to an unsigned Time Magazine articldPestal Increases: Publish and/or Perish” — datedddy, Jun. 19, 1972, there is
precedent for this notion in the words of Georgeskilagton: “Two centuries ago, George Washingtorresked himself to the
critical subject of public information. Citizense Baid, were "on a pivot, and the touch of a featfwaild turn them away ... Let us
bind these people to us with a chain that can neediroken.” The chain was the Post Office, praxjdntelligence to the most
remote outposts.”  Url: http://www.time.com/timegazine/article/0,9171,877766,00.html

10 Theoretically at least, and in principle, this puial alone would seem a reason to support the &dsal Service notion remaining
with the USPS — and very much enhances the “oldigapart of it, because of the added value suchgportunity could provide
both the citizens and their government.
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presentation on the “History of Universal Serviodhie United States”, before the 12th ConferencPastal Economics, June 2 — 5,
2004, in Cork, Ireland for the following: first m®ints out on his Page 6 that.the United States only mandated universal home
delivery in 1958, when letter volumes were above B(er person per year..". And in a footnote on his Page 8, he sayih¢

United States only introduced one-price delivery il885(Campbell, 2004)lt is worth noting that in both the United Kingdom

and the United States, the postal monopoly far prelates one-price delivery and universal service olglations, suggesting that

the justificatory link between the three developedx-post” (I've not yet succeeded in finding a transcioptCampbell’'s
presentation so | have not yet validated theserseatts nor do | know the context in which he (@)siriginally made them — they
are included here in case they are deemed as asefahink they might be in the current projedobe the PRC, and so that someone

might then be better able to pick up in chasingrthéhere | am having to leave off .)

(2) Itis said that history unexamined has a wlnepeating itself. In approaching the questiohsuzh major potential redefinitions,
| felt it imperative to quickly gain a handle ondilv we got here in the first place”. Due to circtamces beyond my control,
however, the only resources available to me faniekgoverview of US Postal History turned out todsgine through Wikipedia and
About.com — certainly not the kind of thing one \gbwant to rely on for hard fact, but what jumpead at me from doing this
review, it turned out, had to do with somethingrey different’* The process | used was to go through and foll@embedded
links to piece together the broader picture — Baged those snippets and compiled them in an atehto this document for your

convenience (seemed only fair...)

As titled by Wikipedia, the section | wish us t@fs on is “Air Mail Scandal”. I've replicated timeost important parts for our
purposes here, however the embedded creditsocitaéind occasional illustration have been lefimthis telling. The internal links
remain underscored, as per Wikipedia formattingfords that appear between brackets ( as in: [wpets]my own comments or

insertions that are designed to ease the narrfidwe I'll get to the morals of the story, as lesthem, at the end of this telling.

[Quote]

The Air Mail Act of 1930

Presidenterbert Hooveappointed [Walter F.] Brown as his postmaster gadrnie 1929 In 1930 Brown, citing
inefficient and expensive air mail delivery, regieesslegislation fronCongresgranting him authority to change postal
policy. The Air Mail Act of 1930, passed éwpril 29 and known as the McNary-Watres Act after its cej@nsors,
Sen.Charles L. McNaryf Oregonand RepLaurence H. Watresf Pennsylvanigauthorized the postmaster general to
enter into longer-term airmail contracts with rabased on space or volume, rather than weight Athgave Brown
strong authority (some argued almost dictatorialgrs) over the nationwide air transportation system

The main provision of the Air Mail Act changed timanner in which payments were calculated. Air roaitiers
would be paid for having sufficient cargo capadcitytheir planes, whether the planes carried mdlear empty, a
disincentive to carry mail since the carrier reeéia set fee for a plane of a certain size whetheot it carried mail.
The purpose of the provision was to discourageséineying of bulkjunk mailto boost profits, particularly by the
smaller and inefficient carriers, and to encouridagecarrying of passengers. Airlines using lardangs designed to
carry passengers would increase their revenuearyiicg more passengers and less mail. Awards woellchade to
the “lowest responsible bidder” that had ownedidima operated on a daily schedule of at least @86s (402
kilometers) for at least six months.

" The Invitation to Testify here in Flagstaff cariterally on top of active preparations to leave iidar a long planned family
holiday on the coast of Oregon — and the day emnel 6f the PRC Hearing was to be literally 22 haitsr our plane was to land on
our return. | regret any limitations in my reseaticht resulted from this crunch in time.


http://en.wikipedia.org/wiki/Herbert_Hoover
http://en.wikipedia.org/wiki/1929
http://en.wikipedia.org/wiki/1930
http://en.wikipedia.org/wiki/United_States_Congress
http://en.wikipedia.org/wiki/April_29
http://en.wikipedia.org/wiki/Charles_L._McNary
http://en.wikipedia.org/wiki/Oregon
http://en.wikipedia.org/wiki/Laurence_H._Watres
http://en.wikipedia.org/wiki/Pennsylvania
http://en.wikipedia.org/wiki/Junk_mail

A second provision allowed any airmail carrier wath existing contract of at least two years staptiirexchange its
contract for a “route certificate” giving it theght to haul mail for 10 additional years. The tharettl most controversial
provision gave Brown authority to "extend or coidate" routes in effect according to his own judgine

Less than two weeks after its passage, at thesSPoihference, Brown invoked his authority underttiiel provision
to consolidate the air mail routes to only thrempanies, forcing out their competitors. These tluaeiers later
evolved intoUnited Airlines(the northern airmail routeWA (Transcontinental and Western Air, which had theé-m
United States route) aminerican Airlines(American Airways, the southern route). Brown adstended the southern
route to theWWest CoastHe awarded bonuses for carrying more passengdrpurchasing multi-engined aircraft
equipped with radios and navigation aids.

Congressional investigation

In September 1933, after a complaint was madeat&#nate Committee on Ocean Mail and Air Mailchtairman,
AlabamaSenatoHugo Black agreed to establish a special Senate committiewéstigate alleged improprieties and
gaming of the rate structure, such as carriersoghiig individual pieces of mail to increase weighéspite showings
that Brown's administration of the air mail hadregsed the efficiency of the service and lowergddsts from $1.10
to $0.54 per mile, and the obvious partisan pdalititvolved in investigating what appeared to liReaublicarscandal
by aDemocratiecontrolled committee, the hearings raised sergquestions regarding its legality and ethics.

Black announced that he had found evidence of ¢fiend collusion" between the Hoover Administrai@oml the
airlines and held public hearings in January 1934[these would be called the Spoils Conference]

[Insert — background on this point, from earliethis same Wikipedia article:

William P. MacCracken, Jr. [had become] the fiestdral regulator of commercial aviation when PresidHerbert
Hoover named him the first Assistant Secretary @in@erce for Aeronautics in 1926... . After helpingltaft key
safety standards and regulations that became ptme 4930 Air Mail Act, MacCracken returned to pisvate law
practice, where he continued to be involved ingtevth of commercial aviation by representing margjor airlines.
For that reason Postmaster General Walter F. Beskad him to preside over what was later scandbéizeheSpoils
Conferenceto work out an agreement between the carriergtanéost office to consolidate air mail routes int
transcontinental networks operated by the bestppeai and financially stable companies. This retetidp left both
exposed to charges of favoritism. When MacCrackas ealled to testify, he refused to appear andvalichis clients
to recover documents from his firm's files. The &erjudged him &bbyist, and voted to find him i€ontempt of
Congress [There is a slight edit here, in this last sané to assist comprehension and provide continittyout
altering the meaning of the original contributor]

[fend insert]

OnEebruary 71934, Roosevelt's postmaster gengiames A. Farleyannounced that he and President Roosevelt were
committed to protecting the public interest and Hwa result of the investigation, President Resiséad ordered the
cancellation of all domestic air mail contracts wéwer not stated to the public was that the decikid overridden
Farley's recommendation that it be delayed untieJL, by which time new bids could have been rectand

processed for continued civilian mail transport.

Role of the U.S. Army Air Corps
Executive Order 6591

At the time of the scandal, the Air Corps was i@ thidst of lobbying for a more centralized contsbhir operations in
the form of an establishment of a General Headgqta(GHQ), Air Force. At a cabinet meeting on thermmg of
February 91934 Secretary of WaGeorge H. Derrassured President Roosevelt that the Air Corpklateliver the
mail without consulting either Army Chief of Stdfbuglas MacArthuior Chief of the Air Corps Maj. GeBenjamin
D.Foulois Shortly after the cabinet meeting that same nmgxréecond assistant postmaster general HarllaeBra
called Foulois to his office. A conference betwesmbers of the Air Corps, the Post Office, andAbeonautics
Branch of the Commerce Department ensued in whichdis, asked if the Air Corps could deliver theilnrawinter,
casually assured Branch that the Air Corps coultebdy in a week or ten days.
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At 4 o'clock that afternoon President Roosevelpsnded the airmail contracts effective at midniggibruary 19 He issued
Executive Orde6591 ordering th&Var Departmento place at the disposal of the Postmaster Gelmwah air
airplanes, landing fields, pilots and other empésyand equipment of the Army of the United Stateslad or required
for the transportation of mail during the presanteegency, by air over routes and schedules presthly the
Postmaster General."

Preparation and plans

In 1933 the airlines had carried several milliompds of mail on 26 routes covering almost 25,00@srof airways.
Transported mostly by night, the mail had beeniedin modern passenger planes equipped with mdtigiht
instruments and radios, using ground-based bearsmifters as navigation aids. The airlines alsodhaebll-
established system of maintenance facilities atbe@ routes. Initial plans were made for coverage of 18 mailtesu
totaling nearly 12,000 miles; and 62 flights daB, by night.

OnFEebruary 14five days before the Air Corps was to be@@neral Fouloisippeared before titéouse of
RepresentativeBost OfficeCommitteeoutlining the steps taken by the Air Corps in @rgpion. In his testimony he
assured the committee that the Air Corps had ssldtd most experienced pilots and that it had¢@isite experience
at flying at night and in bad weather.

In actuality, of the 262 pilots selected, more thatf were Reserve junior officers with less thao years flying
experience. The Air Corps had made a decisionandtaw from its training schools, where most okixperienced
pilots were assigned. Only 48 of those selecteddggkd at least 25 hours of flight time in bad thea, only 31 had
50 hours or more of night flying, and only 2 hadHsfurs ofinstrument time

The Air Corps during the Great Depression, hampbyegay cuts and a reduction of flight time, opeda&lmost
entirely in daylight and good weather. Duty houeravlimited and relaxed, usually with four hourdess of flight
operations a day, and none on weekends. Experievels were also limited by obsolete aircraft, nmfsthem single-
engine and open cockpit planes. Because of a higlter-rate policy in the War Department, mosbtgilwere
Reserve officers unfamiliar with the civilian airinautes.

Regarding equipment, the Air Corps had in its inggnonly 274Directional gyrosand 46QArtificial horizons and
very few of these were mounted in aircraft. It pesed 172 radio transceivers, almost all with gearf 30 miles or
less. Foulois ordered the available equipment tim$talled in the 122 aircraft assigned to the thsik the instruments
were not readily available and Air Corps mechanitfamiliar with the equipment sometimes installeent
incorrectly.

The project, termed AACMO (Army Air Corps Mail Opion), was placed under the supervision of Brem®&scar
Westover assistant chief of the Air Corps. He createdehlyeographic zones and appointed Lt.E@nry H. Arnoldto
command the Western Zone, Lt.Cdbrace Meek Hickanthe Central Zone, and Md&yron Q. Jonethe Eastern
Zone. Personnel and planes were immediately dep)dye problems began immediately with a lack aigar
facilities (and in some instances, no facilitiesl§it for maintenance of aircraft and quarteringeofisted men, and a
failure of tools to arrive where needed.

Sixty Air Corps pilots took oaths as postal empks/@ preparation for the service and began trgir@n February 16,
three pilots on familiarization flights -- Lts. JeB®. Grenier, Edwin D. White, and James Eastmavere killed in
crashes attributed to bad weather. This presageé sf the worst and most persistent late winteather in history.

Flying the mail
Blizzard conditions

A blizzarddisrupted the initial day's operations east ofRbeky Mountainswhere the first flight fronNewark, New
Jerseywas cancelled. The first flight of the operatieft from Kansas City, Missouricarrying 39 pounds of mail t.
Louis. Snow, rain, fog, and turbulent winds hampereth§yoperations for the remainder of the month owech of the
United States.

In the Western Zone, Arnold established his headegrsinSalt Lake City In the winter of 1932-1933 he and many of
his pilots had gained winter flying experienceilyifood-drop missions to alddian reservatiosettlements
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throughout the American Southwest isolated by hlidg. As a result of this experience and direcésugion, Arnold's
zone was the only one in which a pilot was notkill

The Western Zone's first flights were made usin@®8ing P-1Zighters, but these could carry a maximum of diy
pounds of mail each, and even that amount made thitimeavy. After one week they were replacedb88 andO-

25C observation biplanes borrowed from thiational GuardIn both the Western and Eastern zones these leetem
aircraft of choice, modified to carry 160 poundsvedil in their rear cockpits. Better-suited plasesh as the neWB-

10 bomber and\-12 attack aircraft were in insufficient numbers todieractical use. Two YB-10s crashlanded when
pilots unfamiliar with retractable landing geardot to lower it, and there were only enough A-1&@s# partial
squadron in the Central Zone.

OnFebruary 221934 two fatal crashes occurred in Texas and @inid a near-fatal crash in Virginia. The next day
forced landing in the Atlantic Ocean resulted rawning. President Roosevelt, publicly embardssrdered a
meeting with Foulois that resulted in a reductibnomtes and schedules (which were already only 60%at flown by
the airlines), and strict flight safety rules.

On March 8and9, 1934 four more pilots died in crashes, totaling tetalities in less than one million miles of flying
the mail. (Ironically, the crash of an Americanliies airliner on March 9, killing four, went virdily unnoticed in the
press.) World War | Air Service legegdidie Rickenbackewas quoted as calling the program "legalized mitde
which became aatch-phraséor criticism of the Roosevelt Administration'sritéing of the crisis. Aviation icon
Charles A. Lindbergha former air mail pilot himself, stated that gsthe Air Corps to carry mail was "unwarranted
and contrary to American principles." Even thoughthbhad close ties to the airline industry, theiticGisms seriously
stung the Roosevelt Administration.

On March 10President Roosevelt called Foulois ardhy Chief of StaffGeneraDouglas MacArthuto theWhite
House asking them to fly only in completely safe coradis. Foulois replied that to ensure complete gafet Air
Corps would have to end the flights, and Roosestedpended airmail service barch 11 1934

Foulois wrote in his autobiography that he and Mdieér incurred "the worst tongue-lashing | evereiged in all my
military service". Norman E. Borden, &ir Mail Emergency of 1934wrote: "To lessen the attacks on Roosevelt and
Farley, Democratic leaders in both houses of Casgaad Post Office officials placed the blame fbthat had gone
wrong on the shoulders of Foulois."

The Army resumed the program againMarch 19 1934 with limited schedules, in better weather, artdrgfutting its
pilots through a hastily-created course in instranflying. It continued the service throuihbay 8, 1934 when
temporary contracts with private carriers wereiptd effect. Two additional Army pilots were killdzefore AACMO's
last flight onJune 61934

Results

In all, 12 pilots had been killed in 66 accidemésulting in an intense public furor. Because efdir mail operation,
crash deaths suffered by the Air Corps in 1934 bys&5% to 54 accidental deaths, compared to 4838 and 47 in
1935.

In 78 days of operations and over 13,000 hoursgdéd flight time, completing 65.8 percent of tregheduled flights,
the Army Air Corps had moved 777,389 pounds of rmedr 1,590,155 miles.

[skip]
Consequences and affects
Effects on the airline industry

The government had little choice but to return gerto the commercial airlines, but did so withesay punitive
conditions. The Air Mail Act oflune 121934 drafted by Senator Black, closely regulated thenail business,
dissolved the holding companies that brought taayediirlines and aircraft manufacturers, and preacdtosbmpanies that
held the old contracts from getting new ones. (ifkdestry's response to the last item was simplhnge names; for
instance Northwest Airways becamerthwest Airlines) With bidding for contracts more competitive aidmail
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revenue less attractive than before, the airlin@sggl a new emphasis on passenger transportatibdesmelopment of
modern airliners.

The most punitive measure was to ban all formdinaiexecutives from further contractdnited Airlines president,
Philip G. Johnsorfor instance, chose to leave the United Statdshafped to fornTrans-Canada Airlines he effect
of the entire scandal was to guarantee that mail4cey contracts remained unprofitable, and pugshecentire industry
towards carrying passengers.

Several airlines sued the government for revenusseaa while the Air Corps flew the mail. The lalstim was settled
in 1942. In 1941 th&nited States Court of Clainfsund that there had not been any fraud or cdtugi the awarding
of contracts pursuant to the Air Mail Act of 1930.

Changes in the Air Corps

The immediate results of the operation were disastfor the image of the Air CorpSpeaker of the Houddenry T.
Rainey echoing comments made by GB8illy Mitchell, criticized: “If we are unfortunate enough to bawn into
another war, the Air Corps wouldn’t amount to muélit is not equal to carrying the mail, | wouliéé to know what it
would do in carrying bombs.'Qongressional Recor@3rd Congres2nd Session, Vol. 78, Pt. 3, 3144-3145.)

For the Air Corps, despite its public humiliatidhe Air Mail Fiasco resulted in a number of imprments.

[skip]

Within the Air Corps itself, instrument training vapgraded, radio communications were greatly inguidnto a
nationwide system that includedvigation aidsand budgeappropriationavere increased. The Air Corps acquired the
first six Link Trainerflight simulators of a fleet that would ultimataiymber more than 10,000.

Finally, the president appoint&lark Howell newspaper editor of thitlanta Constitutionto chair a five-person
committee to investigate U.S. aviation that reslitethe creation of thEederal Aviation Commission

[End Quote.] (Wikipedia, “Air Mail Scandal”, 5/1@3)

*kkkkkkkhhhkhhkkhkkx

What | see in this story of an episode in US Pddl history is a very strong cautionary tale abihe intendeé@nd unintended
consequences of decisions made by very powerfulitheals in very high places of the government abbmw the mails would be
flown which were perhaps based far more on pure laow faith (and also possibly pride) than anytaralcknowledge or accurate
understanding of the existing and potential caiasiand needs of those who would have to contgtidmaking those decisions a
reality. Essentially, the “command from above” spta chain of events and dealings that provedtimas to many involved, and

ultimately embarrassing to the President and others

Even as recently as last week, | have heard froariaty of first hand sources that there is fallivatn what appear to be very similar
patterns in the chains of command happening even néor example, the USPS is not the first indusirfind that the decision to
“just make the machines run faster” is actuallyrdeuproductive. For another - despite USPS taiafidence that they could indeed
meet the delivery performance standards as theg when we were willing to give them more time ie MTAC #114 Workgroup is
another example — as it happens, the disconnegebatUSPS delivery promises and performance stdsaarich Flute Network

highlighted in our 2006 Rate Case Testimony remiairgely unchanged today, as evidenced in our 2@08°. For another - |

2 Regarding Flute Networks 2008 Zip Code Study: Fate Network’s February 2008 issue — we heasthf831 subscribers, 89
had received their copies on Day 10 or before, mb#te balance of them had received their issdes 19, and the last reported day
of receipt was 42 days out. The March 2008 issa® neported on by 290 subscribers — 88 had rec#ieddcopies on Day 10 or
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understand from a number of other mailers thaeissavolved with the looming requirement for arelligent Mail Barcodes are

not being well anticipated nor resolved smoothty @xample, the issue of getting the letter shoipls whom many mailers have

been contracting for doing their mailings fully tqpspeed in time for the pending requirements isame of great concern, as in
many cases — for one thing — specialized printersiaeding to be secured and those come at no expalhse to the letter shop).

And there are questions about Seamless Acceptaathad been thought to have been worked outgoently were suddenly found
to be unsettled or even reversed (such as the idseanning of pallets as the “start the clockjder, and the logic and strong appeal
to mailers of keying those starting scans to USRSipt of payment for those mailings being disndsgenot totally ignored) — all
apparently, as | was told, with no explanationiscdssion. If this is a case of the right hantkmowing what the left hand is doing,

or the head knowing where the feet are takindéntit's no wonder that there’s stumbling.

To broaden these concerns just a bit, | urgeehgly — the USPS and the PRC to recognize the teeedrk harder and being more
open to understanding and attending to the heéliireomailing industry, and also to be cognizanthef consequences of the afore
mentioned kinds of “disconnects” in message andratbommunications. Yes, the current state of ational economy is adding it’s
spice to the picture as well — advertising buddgatduding direct mailings, are scrutinized morarttever for their return on
investments, with the net result being that somi campaigns are being scrubbed before they evgimbéenuine partnership is
called for between mailers and the USPS — inaliultidimensionality — for us to move forward ihe future together and
profitably so, for all. More (in terms of numbédrnk and open communications are certainly cdtiedalong with “real world” and
“on the front line” information about what actuapabilities are and what mailers can plan on, hadworking togetheto find
precisely where limitations need to be address$&thcipled leadership is very much needed heragaldth the conviction that “by

working productively together, we all can truly ‘Wi
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4) How to pay for it — including insights from an dectric industry consultant

| mentioned that | had written this testimony wtdle a planned vacation in Oregon. One of theifideviduals with us is a
gentleman who is a high ranking consultant in sgté consulting firm for the electric power indyst8ince the late 1980’s, he has

also worked in the UK, Canada, New Zealand andrAliat

When | told him what | was working on, he mentiotiedt the term “Postage Stamp Rate” is widely usdHte electric industry —
meaning that the transmission and distribution gésiare the same no matter where they are in thiesareas, just as postage
stamps cost the same whether you're mailing arlatiess town or across the country. “It's a cphdtlkat works — everybody knows

what that means” he said.

He also told me that, like many other countries aneemoving away from that “Postage Stamp Ratel ‘tdonal, Congestion, and
Time of Use Pricing” (more properly called “Locatal Marginal Pricing”). Charges for power are gpto be based on real time
data — and in California, the price will change typuand will obviously then cost more when and vehthere is congestion. This
kind of pricing was supposed to have gone intoctffe 2007, but the cost of the software and thamexity of proving that it works

has delayed the full launch. This new pricing stinte® is now expected to go into effect for CalifornieNovember of this year

before, most were received on days 13 — 16, anthsiheeported day of receipt was 35 days out. Qihtterns and findings from our
2008 study will be available soon at http://wwwénet.com.

13 As | understand it, the revisions in the schemehes$e things started with Federal law in 197&feilhg the oil embargo, and it was
the environmental community who drove it. The vehioitent of this pricing structure is to motiva&ople to use less electricity.
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(2008). It is important to note that this is prithaa wholesale matter but there is an elemerit aff the retail level that is zonal
based as well — overall, it's very complex. Higltme that the Federal Energy Regulatory Commissigpushing to get
Standardized Local Marginal Pricing in place, andhpng for competition at the retail level. “Theas no doubt that the world is

moving towards more competition where there once ne@gulation”, he said.

We went on to explore briefly a possible paraltelthe U.S. Mails. Were their model to be adopiedil would simply cost more
going into or traveling within the congested plaedike Chicago, DC, New York, and Los Angeles, daample. If mail was to go to
a different zone or locale, there would be addedi.cBut then — the pricing structure for indivitRiavould be incredibly
complicated... a man trying to pay his phone bill ikies in one place would have to know what zonavhs mailing to in order to
know what stamps to use — and he’d have to figuaiefor every piece of mail he wanted to send amebuld depend on timing and
specific addresses — and given the way the mailemdth such unpredictability, something of thekwdf the draw. It didn’t seem
very workable to us — and makes much more senseco the flat rate stamp as applicable to thasaésail. However, for
businesses who use Standard Mail, such a congesliaed zone - pricing plan could indeed be wonlpd- and with the new
tracking capabilities, the congestion rates co@digured on the fly, with the mailer being billad pieces are delivered in real time,
much like when electricity is actually used andsrtimrough the meter. (Were such a plan to begissd, there would have to come
with it a far better track record on the part af thSPS in meeting it's Performance Standards swathmailers could indeed time the
entry of their pieces to “off peak” times, if thageded to — at the very least!) Taking the comparésbit further, though, it might be
the USPS plays the part of the electricity wholessahd gets the mail pieces from origin to a distion center near the final

delivery, and those last miles could be handleddmpetitive contractor¥.*®

As we discussed it all though, we both agreedghah a complex system of monitoring and billingaading to rates of congestion in
various zones in real time would also create newlteof bureaucracy, costs, and management thditwigll NOT be offset by the
supposed benefits of competition. Indeed, henwddthe costs of power went up significantly fostaumers in New Zealand when

those systems were deregulat®d.

K*kkkkkkkkk

One other thought for this category. Were the Universal Service Obligation to be ree@and undertaken by the US Postal
Service, and deliveries to every address in thatrpendorsed, there may be value in also formakypgnizing the value that letter
carriers bring to the social connections they mak#eir “binding us together” as a nation sortafy (but please understand: this is

not to be confused with anything like a “Big Brathemandate -- were this to be adopted, very camafrketing on this concept

After a base level allotment at a low cost as aeiged by specific location/weather, successivedn@nts in enerny usage get billed
at higher rates — net result is, the more you lisertore you pay for it. “It's all for social engiering reasons, not a cost based thing”,
he said.

14 A very imaginative vision for a similar type ofl&pn mail handling was put forth by John Haldicawilliam J. Olson in
“Enhancing Competition by Unbundling the Postal Aiistration”, a paper presented at the Thirteerthf€rence on Postal and
Delivery Economics in Antwerp, Belgium, June 1 2@05. This creative approach to unbundling ses/&s related to the
acceptance, processing, transport, and delivenyadlfinto a fully competitive model while still pserving the USO offers new ways
of thinking about old things. A pdf of this talrc be downloaded frorhitp://williamolson.net/site/publications/index.Htm

!> Related to the topic of Postal Service Businesgdlle | understand that the GAO is actively workimga report regarding that
specific topic — it may be worth finding what mdseady be available from that coming document aredrgy how it might inform the
guestions currently before the PRC.

18 understand from an article in “eNAPPUS Legislatand Political Bulletin”, Vol 5, No. 7 — April 12008 — that “the PRC had
hosted a lecture by Professor Philippe De DondéneNational Centre for Scientific Research atftbalouse School of Economics,
in France.” This article goes on to say “De Donctancluded at one point in his presentation thatnwhenopoly postal products are
open to competition “household senders always s{d#faphasis added] from opening to competition.”peespective based on
experience which is clearly shared by my obserfraanid in the electric industry.
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would be called for). By way of example - wheiivel in rural North Carolina a number of years agwas the mail carrier who
first found that a neighbor needed help. Givenndieire of the community, the first sign of alarmsmwvhen the Postman found that
the pattern of mail being picked up was not whasitally was, and that my neighbors mail was indesginning to pile up in the
post box... it was the letter carrier who made tha&t fiall, and sadly it was indeed too late for mighkor as he was found dead in
his house a short while after that. In this arweptvays, it may be worthy of exploring a framewaithkere our USPS letter carriers
could more formally be recognized for this typebehign attention to their customers, such that HantkSecurity and possibly also
Social Services could be a legitimate source of & &mRding.

kkkkkkkkkkkhkkkhkkkkhkkkkkkkkkhkkkhkkhkkkkhkkkkkkhkkkk **

5) So —where does all this leave us@ood question.

(1) Based on all of the above, plus my experiemitie Flute Network’s people and mailings, | wouikl to see “Universal Service”
continue to include letter mail to everybody, angwhin this country, at a reasonable and consiptic#, with delivery 6 days a
week where ever possible, if not more — generggaking, with all six prongs of definition as preed in the Discussion

Memorandum — Attachment A, pages 6 -7.

There is some catching up to do, if the USPS é&ggd with living up with part 6 of these definiin As already documented here
and elsewhere, the pattern of mail flow that wehaeked with The Flute Network indicates that tleeférmance Standards for flow
of delivery of Standard Mail (especially non-prafiandard mail) is still no where close to being awoss the countt{— and were
potential delivery days cut back, it would be taeng as squeezing off the bottom end of a funnelivaty performance could get
nothing but far worse. Instead, if laws permittie USPS might look at expanding mail servicellt@ days a week as a means of
possibly bringing delivery performance of Standitails closer in line with the Standards they saiglytcould meet, and which

mailers must rely upon in timing the entry of thgieces.
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(2) There are two documents | wish to commend toa®discussion moves forward. (1) APPENDIX Uhe Tniversal Service
Obligation and the Postal Monopoly, of the Unitadt&s Postal Service Transformation Plan, dated 2p02. Though this
document does not indicate who authored it, ugfind this to be a surprisingly comprehensive agafaand enlightening in terms of
the arguments made therein from the point of viéihe USPS? (2) Additionally — may | commend to you “Unisal Postal
Service: A Policy History, 1790 — 1970 by Rich&dKielbowicz, of the University of Washington, S WA, which was
prepared for the Postal Rate Commission and isldédeember 15, 2002. There is a wealth of infofomahere, especially valuable

for allowing a greater perspective on how the @evay fit together as we look at the concept imysdvorld.

*% * *% * *k%k * *%

(3) At present, it seems to me that there magdmeething appealing to the idea of the ObligatriUniversal Postal Services
resting with the Government as opposed to restitiytive USPS. Certainly — the USPS has the infiasire and the potential to

meet it, and they certainly have the mandate 4 bate long been suspicious that something of tesgmt-day culture internal to the

7 Local delivery rates appear to have picked up noticesinlge January 2008 - that needs to be acknowledged.

18 My father lives in Loma Linda, CA. This is a higBeventh Day Adventist area and there are indeenhail deliveries by USPS
on Saturday in that town. Instead, they get tBaturday mail on Sundays — so there is at leasptlaedent for Sunday mail
delivery.

91 understand there has been a subsequent docainegtthese lines — since I've not seen it | caaihment on that. To be clear, it
is the April 2002 Appendix U that I'm referring beere. | do not have the experience or perspedatiaddw me to recognize just how
objective these authors were in their conclusidrthought it wonderful that there was at least thach of a broad ranging
consideration of the topic, coming from the USPS.
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USPS may be inhibiting its ability to actually parh as needed for “the people”. (I have nothingarticular to base this

suspicion on, but it is the general impressiondehiaad for some time now.) At present, it seeonmae they still have the potential to
come through on their promises, but as describesleabthey are falling short in important areas s@em to be unresponsive when
asked about them. We the People want servicen [@estal Service) but what we do get, we get bagngtly. A change in mindset

is needed as well as attitudes (perhaps espeaittiliydes) — and yes, this is very much neededll®ides. But it has to begin
somewhere. If the USPS is not willing to lea€ Wy, possibly with the PRC’s help, then directiomst come from somewhere and

the next logical step is “upwards”.

Then on the other hand — simultaneously, therdde suspicionof the Government as well (generically speakiogeglly do
anything righ?! Sad to say, by way of example, just look at timical reaction to the line: “I'm from the Governmiend I'm here

to help you”. Having the Government take over etlenname of Universal Service Obligation will aftbther level of bureaucracy.
Do we want the complications that this could brim® | honestly don’t know if any trade-offs of dgiso would be worth it. So

again — we're back to nearly square one.

Broadly speaking, we as a people are hungry fagimation in solving our problems, and have suffdoe the lack of it. When
reality doesn’t measure up, or even come closédludionment is a natural result. And again brgasfleaking, when it comes to the
Postal Service, we athere?’. | don't really see where changing anodelof postal service to be like those of other cdeatis

really going to help — at least not on the surfaicie. The kind of improvements we're needing due entirely to quirks in our own
culture and are products of our own history of cosnfises, contracts, and bargains. Renewed pdnipsrs honest partnerships —
between the USPS and mailers which are forwardihgo&nd rooted in “what is” are needed, and aretvehanost likely to succeed
and it's possible that the PRC can help to brokat. t

(4) We as a people want to feel connected, buvar to imagine we have some control over those sk to connect to us. This
and other arguments are underpinnings to someedih Not Mail” movements which would certainly dease mail volumes and
thus threaten USPS jobs, | should think. One eftiost insightful articles I've seen yet on thatisis in the online archives of Open
Mike — by Mike Critelli, Executive Chairman, Pithn&pwes — “Do Not Mail” — online at:
http://www.mikecritelli.com/2008/01/01/do-not-mail/ His closing line adds to my point about thedh&mr better partnership as we

look forward on these and other issues: “...this spimdicates that, although the consumers resportditige survey may have
gotten the environmental arguments wrahgir opinions about what is valuable about mail ad what is inappropriate are right
on target, and we ignore those opinions at our pdtf (emphasis added, here). Again —the PRC mighhbtrumental in
facilitating that kind of much needed discussiompag of this overall effort as it is a logical ddnsion of “universal service” and

notions of mail monopolies.

2 No — | have absolutely no idea as to who that stegt should fall to, nor who that should be... betéhMUST besomebody...!

L One word: Katrina

% That being said — there is a Rasmussen Report\Wennesday, May 16, 2007 which found that “US R®&avice Gets Favorable
Reviews Despite Higher Prices of Stamps” — a natiphone survey of some 1,000 adults done May 18,2007, found that 64%
of American adults viewed the USPS favorably — w/ihly 20% held unfavorable view; 64% felt that 8PS is better than the
post in most places in the world, while 7% belieitadlas worse; 31% believed that the postal serwioeld improve if it was run by
a private company (a plurality of Republicans wierthis camp); 31% believed that the postal serwoeld decline if run by a
private company (a plurality of Independents weréhis camp) — (the Democratic responders werelgwivided between the two
assessments). Never the less — complaints ab®ut$HPostal Service are rampant and receiving bigtidimn many online blogs.
Complaints from people who felt they’d been donemwg and/or were poorly treated even by managenmmergasy to find. Certainly
there is room for improvement, and it would apgbat most would agree that the most needed atbatisf “postal worker
attitude”.


http://www.mikecritelli.com/2008/01/01/do-not-mail/
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IN SUM. Inertia is hard to overcome, but survival isoaverful and proven motivator. If the path forwaah be laid out clearly
and with well thought through rationales which based on widely held convictions and cultural vajyseople will likely have an
easier time choosing to buy into it... or not. Th@n't like having to make a choice — they wolike having the comfort of their rut

compromised ... there will be screaming.

Competing with this though is also a hunger to &phrt of something — a vital part of somethirat th growing, dynamic, and
exciting, and leading to a clearly better way ofhdahings and of being. A well thought out visi@ame which brings us along in the
making of it, can tip the scales in favor of theeta That's where the PRC can have a huge rdfenk, as you frame your report to

Congress and the President.

Whether you decide ultimately to reconfirm the “Wamisal Service Obligation” and the Postal Monopsybelonging to the USPS

or to redefine it in some way, please make evedirito bring us along in the reasoning for it. Iplas see how the decisions were
made, and help us understand the convictions,iptéscand values that drove them. Most of us s ¢buntry are reasonable people,
most of the time, and | do believe that most fatkthis country would choose “the good of the mamgr the good of the few”...
unless the good of the few happens to include theepbial “me”, of course... when that is the casesfmmeone, then usually all bets

are off.

Thank you for your time. | regret that | wasn'tald get to more of the issues that were posed forwconsideration.

I'd be happy to take any questions.

kkkkkkkkkkhkkkhkkkhkkkkkkkkkkhkkkhkkhkkkkhkkkkkkkkkkk *kkkkhkkkkhkkk

kkkkkkkkkkkhkkkkhkkkkhkkkkkkkkkkhkkhhkkhkkkkhkkkkkkkkkkhk *kkkkhkkkkhkkk



17

ATTACHMENT A — The Flute Network, Flagstaff, AZ PR@earing

For reference sake:
TI TLE 39-- POSTAL SERVI CE

PART | - - GENERAL
CHAPTER 1-- POSTAL PCOLI CY AND DEFI NI TI ONS
Sec. 101. Postal policy

(a) The United States Postal Service shall be operated as a basic
and fundanental service provided to the people by the Governnment of the
United States, authorized by the Constitution, created by Act of
Congress, and supported by the people. The Postal Service shall have as
its basic function the obligation to provide postal services to bind the
Nati on together through the personal, educational, literary, and
busi ness correspondence of the people. It shall provide pronmpt,
reliable, and efficient services to patrons in all areas and shal
render postal services to all communities. The costs of establishing and
mai nt ai ni ng the Postal Service shall not be apportioned to inpair the
overall value of such service to the people.

(b) The Postal Service shall provide a naxi mum degree of effective
and regul ar postal services to rural areas, conmunities, and small towns
where post offices are not self-sustaining. No small post office shal
be closed solely for operating at a deficit, it being the specific
intent of the Congress that effective postal services be insured to
residents of both urban and rural conmunities.

[skip]

(e) In determining all policies for postal services, the Posta
Service shall give the highest consideration to the requirenent for the
nost expeditious collection, transportation, and delivery of inportant
letter mail.

LR I SR I I R I S I I R R I I R R I O R I R O I O



18
ATTACHMENT B - The Flute Network, Flagstaff, AZ PR@earing

WORKING PAPERS -- Highlights in the Evolution of the USPS — a context for today’s questions
For The Flute Network, Jan Pritchard

Given the limitations of time in preparation ofghestimony, and the fact that much of the preparatf this testimony had to take
place while on a long-planned family vacation om temote coast of Oregon, | have not had the oppitytto fact check all of this
anywhere near to the extent | would have likedwdwver even a superficial appreciation for (andenstnding of) some of the
evolution of the USPS as an entity and its [icast(subject to correction, of course) seemesefuliframework as we consider it's
next steps in evolution.

Most “big” questions are not unique in time — fagticulars may vary, but the underlying issues @mtitions which give rise to
them are worthy of revisit for what they may offieiinforming the present time concerns. No dodtdatu it — decisions bring
consequences which often times bring other problehish in turn will have THEIR own consequences... aft we are grappling
with today are indeed outgrowths of many of thaedier decisions and choices.

What follows here, then, is a collection of seldatelevant sections from pertinent topics of wigtublicly available online through
“Wikipedia — The Free Encyclopedia” which have cimited greatly in terms of background informatfonme, and shaped my
thinking on this project. All notations of citatis and internal links were left within the quotest due to a variety of limitations, |
must refer the reader to the original online agticr those references, and for the wonderfultiaigons also contained in many of
the articles there and which are not included here.

My personal notations and insertions will be sgd@in brackets —as in, [ ]'s. Some spellingesr were corrected — but all credit
for the information included here is due entirathie original unknown posters at Wikipedia, arain humbly grateful for this help.

[To begin with:]

The first postal service in America arose in Februd 1692 when a grant froling William and Queen Margmpowered’homas
Neale"to erect, settle and establish within the chisftp of their majesties' colonies and plantation&merica, an office or offices
for the receiving and dispatching letters and patgjuand to receive, send and deliver the same gnda rates and sums of money
as the planters shall agree to give, and to haldemjoy the same for the term of twenty-one years."

...TheUnited States Post Offiqg@/ SPO) was created PhiladelphiaunderBenjamin FranklironJuly 26 1776by decree of the
Second Continental Congre®&ased on thostal Clausé Article One of the United States Constituti@mpoweringCongressTo
establish post offices and post roads," it becdra@ost Office Departmentin 1792. *

The United States Postal Service was enhancedgdilmé tenure of Presideihdrew Jackson(1829-1837)] The postal service
was run by agolitical machinerather than non-partisan workers, where faitphlitical supporters were appointed to high poaiiio
the post office as a reward for their contributiocBeme of these positions included Postmaster astiril Inspector. When the
Postal Service began to expand, it ran into trobblause of a lack of employees and transportafiois.only helped to fuel the
political machine, because as the Postal Servipareded, it left open spots of Postmaster for tlesiBlent to appoint his local
supporters to. There was significant amount ofwgaion in the postal service because it was basdtepolitical feelings of the
majority party and current President.

Once it was realized that in order for the Posyat&n to thoroughly expand across the entire cgpittwould warrant a building of
a federal railway to transport that mail. TRailway Mail Servicewvas created to subsidize the railway system. kvagi company
must build a car to transport mail in order to abthe government subsidy. RMS workers were hiredl lzecame some of the most
skilled mail sorters in the service. In order todpeRMS worker, they must be able to separate #ikimio compartments based on
its final destination, and before the first dedimaarrived. It was important that RMS workers aegped the mail of the closer
destinations first, so that all of the mail coukldelivered at the same time. These RMS mail soc@me into a fame of their own,
and were showcased in mail sorting competitionsravkieey would compete to see who could most quiakly correctly separate the
mail for a given day. (Wikipedia, “United StatessiRd Service”, as of 5/16/08)
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The RMS, or its successor the Postal Transport&emwmice (PTS), carried the vast majority of lettend packages mailed in the
United State$rom the1890suntil the1960s ...George B. Armstrong, manager of thkicagoPost Office, is generally credited with
being the founder of the concept of en route natirsg aboard trains which became the Railway Mailvice. Mail had been carried
in locked pouches aboard trains prior to Armstreimgvolvement with the system, but there had beearganized system of sorting
mail en route, to have mail prepared for delivehewthe mail pouches reached their destinatior] tjty

In response to Armstrong's request to experimettit thie concept, the firgailway post offic(RPO) began operating on tG&icago
and North Western RailwayetweerChicagoandClinton, lowa onAugust 28 1864[1] The concept was quickly seen as successful,
and was expanded to other railroads operating folb@agq including theChicago, Burlington and QuincZhicago and Rock

Island Pennsylvaniand theErie.

By 1869when the Railway Mail Service was officially inaugted[1] the system had expanded to virtually all of thgomeanilroads

of theUnited Statesand the country was divided into six operatinggibns. A superintendent was over each divisidinyrader the
direction of George B. Armstrong, who had been soemed fromChicagoto Washington, D.Cto become general superintendent of
the postal railway service. Armstrong served only years as general superintendent before residr@oguse of failing health. He
died in Chicago oMay 5, 1871, two days after his resignation.

Armstrong's successor in Chicago, George S. Bargsappointed as the second general superinteafithre postal railway service.
Bangs encouraged the use of fast mail trains,snaiade up entirely of mail cars, traveling on exigeldschedules designed to
accommodate the needs of the Post Office ratherttieneeds of the traveling public

...In 1890 5,800 postal railway clerks provided service dle4,800 miles of railroad. Bi907, over 14,000 clerks were providing
service over 203,000 miles of railroad. When thst pdfice began handling parcel post in 19&8minal Railway Post Office
operations were established in major cities byRNES, in order to handle the large increase in mailme. The Railway Mail
Service reached its peak in th820s then began a gradual decline with the discontineaf RPO service on branchlines and
secondary routes. After 194ighway Post OfficdHPO) service was utilized to continue en routiisg after discontinuance of
somerailway post officeoperations. As highway mail transportation becamee prevalent, the Railway Mail Service was
redesignated as the Postal Transportation Service.

Abandonment of routes accelerated in the 1&&0sand early1960s and many of the remaining lines were discontinuet®67. On
June 301974 theClevelandandCincinnatihighway post office, the last HPO route, was disiced. The lagailway post office
operated betweddew YorkandWashington, D.ConJune 301977 (Wikipedia, “Railway Mail Service”, 5/16/08)

Another overlay in the process of USPS evolutiothis:

Rural Mail Delivery began on October 1st, 1891 étedmine the viability of Rural Free Delivery (REBormerly, residents of rural
areas traveled to tHeost officeto pick up their mail or pay for delivery by ayate carrier.

Much support for the introduction of rural mail gee came from th@he National Grange of the Order of Patrons of tduasloy
(Wikipedia, “Rural Letter Carrier” 5/16/08)

The National Grange of the Order of Patrons of Husbandry, also simply styled the Grange, is a fraternal organization for
American farmers that encouraged farm families to band together for their common economic and political good. Founded
in 1867 after the Civil War, it is the oldest surviving agricultural organization in America, though now much diminished
from the over one million members it had in its peak in the 1890s through the 1950s. In addition to serving as a center for
many farming communities, the Grange was an effective special interest group for farmers and their agendas, including
fighting railroad monopolies and pushing for rural mail deliveries. (Wikipedia, “The National Grange of the Order of
Patrons of Husbandry”, 5/16/08)

So...
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In 1913 came the introduction of parcel post, widahsed rural delivery service to blossom. It aidwhe distribution of national
newspapers and magazines, and enabled peoplalraraas to obtain merchandise not sold in thefrroanities. Most important of
all, roads in rural America had to be opened uglitaw passage of mail. This allowed the United &db be tied together by a
system of roads. (Wikipedia, “Rural Letter Carriéf16/08)
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Rural delivery servicdprmerly known afkural Free DeliveryRFD), is the service by which tlnited States Postal Service
deliversmail directly to residents irural areas.

RFD started in Octobell896as an experiment, 33 years after free delivenjtias had begun. It became an official servic2962
and was expanded i913with the introduction of rurgbarcel posservice.

The rural delivery service uses a network of ruoakes traveled by carriers to deliver and pickmail to and from roadside
mailboxes. An address for mail to a rural delivadgress used to include both the rural route numabethe box number, for
example "RR 5, Box 10." With the creation of thd ®mergency system, it became necessary to comtoahaddresses to house
numbers and street names as used on city routssei@ibles emergency services to locate the resdmasier.

[From earlier in this same article:]

Rural letter Carriers have an unusual way of ggttiriull time position as a Rural Carrier. Theytsés a RCA (Rural Carrier
Associate). RCA's are selected from a hiring regisased on score after passing the 460 exam. Agnyary take the 460 exam and
become eligible to become an RCA. The position wfaRCarrier Associate starts at $17.98 per hour.

Within the United States Postal Service rural earsubstitutes fall into two categories, Rural @arAssociate (RCA) and
Temporary Relief Carrier (TRC). Both categorieswalfstitute (RCA and TRC) are considered "Non-céngesitions. In most cases,
RCA's receive one benefit, eligibility for membdsm the National Rural Letter Carriers AssociatiNRLCA). They can be
assigned as carriers on auxiliary (part time) ruvates. They can also serve on full time routesmd regular carrier is on extended
leave, and earn both annual and sick leave afteia98. However, RCA's cannot apply for career mosstin the Postal Service other
than the position of Regular Rural Carrier.

TRC's receive no benefits at all. They do not rteedke or pass the 460 exam. They are paid mgstthan RCA's and usually earn
between $11-$13 an hour depending on the geograpéc They are not eligible for membership inNiRLCA and do not receive
any of the benefits and protections that union nenstiip provides. Additionally, they must have aa§ treak in service each year,
meaning they must literally be terminated and ezhir

Once an RCA, a person is placed on a senioritydigtove into a career position when a regulare@gtens up in their office.
Regular routes usually become available througheatilement of a regular carrier or new housingeli@gment. In some offices it
may take over a decade to get a regular routethkr offices, one might become regular within ary@awo. New development of
housing is one of the best indications of the tinweill take to have a regular route.

...The National Rural Letter Carriers Association (NFA) is the sole representative for all Rural Casi€ural Letter Carriers are
considered bargaining unit employees inlthnited States Postal ServicEhis means that there is a contract between ts&aP
Service and the NRLCA. Rural Carriers are alsoexthip the rules and regulations of the UnitedeSt&ostal Service.

[Also in this article:]

Rural Carriers are paid a salary based on an ai@iuaf the route they deliver. The evaluation deiees how many hours it should
take to deliver the route on average each weeka\count is conducted to determine the route etan, this count can be
voluntary or at times is mandatory. Mail counts @l conducted at predetermined intervals as isgdtbetween the National
Rural Letter Carriers Association and the Uniteat&t Postal Service. As homes and businesses mtoveriout of a route, the route
gains or loses time. Mail counts consider the numbenailboxes on the route, the number of milesRural Carrier must drive each
day to deliver the mail, the volume of mail to kdivkered and other duties performed by the Rurati€adaily. This information is
combined with the carriers' years of service teaine how much the Rural Carrier's annual payusgiments to the annual salary
may be made periodically as route situations chasigeh as the addition or deletion of territorynoleage. (Wikipedia, “Rural

Letter Carrier”, 5/16/08)
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[The Wikipedia article on Air Mail contains somestanating lines about the very first Air Mail exp@rces which are not included
below — we instead pick up where the narrative bexsomost relevant to the understandings at hand:]

The first official air mail delivery in the Unite8tates took place ohugust 17 1859 whenJohn Wisepiloted a balloon starting in
Lafayette, Indianavith a destination oflew York Weather issues forced him to landdrawfordsville, Indianand the mail reached
its final destination via train. In 1959 the U.®skal Service issued a 7 cent stamp commemordtenguen{2]

. Balloon mailwas also carried on an 1877 flightNiashville, Tennessee

The introduction of thairplanein 1903 generated immediate interest in using tfermail transport, and the first official flighdok
place onl8 February911in Allahabad India to Naini, India, wherHenri Pequetarried 6,500 letters a distance of 13 km.

The first scheduled U.S. Air Mail service beganl&niMay1918 usingU.S Army Curtiss JN-4 "Jennyiplaneaircraft operating on a
route betweefVashington, D.C(Washington Polo Grounds) ahiw York City (Belmont Parkwith an intermediate stop in
PhiladelphiaBustleton Field). (Service on the route was edéghtoBostonthree weeks later on June 4th.) Among those whe we
on hand for the departure of the first flight frdkiashington, D.C., werBresideniWoodrow Wilson U.S. Postmaster Generabert

S. Burlesonand Assistant Secretary of the N&nanklin D. RooseveltArmy Lt. George L. Boyle was selected to pilateaft
#38262 on the first Northbound flight which turnaat to be a less than successful venture. Almostddiately after taking off at
11:47AM Boyle became disoriented and started fly#ogith when he followed the wrong set of railro@dks out of the city.
Realizing that he was lost, Boyle attempted to timtlwhere he was by making an unscheduled larjdstd.8 minutes later at
12:05PM about 25 miles South of the city in WaldD. Unfortunately, however, Boyle broke the paphis aircraft when he
made a hard landing, so the 140 pounds of maildsocarrying had to be trucked back to Washingtomfwhere it was finally flown
North to Philadelphia and New York the followingyd&][4] The site of the first continuously scheduled a#ilrservice is marked by
aplaquein West Potomac Paik Washington, D.C. The first nighttime airmaibftht was made in 1921 from Omaha, Nebraska to
Chicago, by aviatojames Knight

In 1925, the Congress passed HR 7064 entlfdedAct to encourage commercial aviation and tchauize the Postmaster General to
contract for Air Mail Service'(aka "The Kelly Act") which directed tHg.S. Post Officdo contract with private airlines to carry the
mail over designated routes. The first two comnaiContract Air Mail (CAM) routes to begin operatio the United States were
CAM-6 betweerDetroit (Dearborn andClevelandand CAM-7 betweeDetroit (Dearbori) andChicagowhich were simultaneously
inaugurated oA5 Februaryi 926 The contractor for both routes was Bwrd Motor Companyoperating as Ford Air Transport,
using a fleet of six Ford buiftout 2-ATaircraft.Lawrence G. Fritzlater the Vice President for Operations TWWA, was the pilot of
the first flight to take off with mail from frorRord Airportat Dearborn, MI, on the CAM-6 eastbound leg tov€lend. CAM-2, the
route betweehicagoandSt. Louis began operation two months laterdhApril 1926 with pilot Charles A. Lindberglat the
controls on the first flighfs] A year later the then otherwise unknown 25-yedrAit Mail pilot became world famous when he flew
the Spirit of St. Louison the first non-stop flight frolew Yorkto Parisin May, 1927.

.... many [other] countries had operating servicethieyl920s.

The 1928 boolSo Disdainedy Nevil Shute- a novel based on this author's deep interesdnthorough knowledge of aviation -
includes a monologue by a veteran pilot, presertliegatmosphere of these pioneering times: "We tesélg on the Paris route, from
Hounslowto Le Bourgetand get through as best as you could. Later weethow toCroydon (...) We carried the much advertised
Air Mails. That meant the machines had to fly wieetthere were passengers to be carried or noadtleft to the discertion of the
pilot whether or not the flight should be cancelelthad weather; the pilots were dead keen ondlyinthe most impossible
conditions. Sanderson got killed this way at DoilievAnd all he had in the machine was a couplpiofure postcards from trippers
in Paris, sent to their families as a curiosityaffivas the Air Mail. No passengers or anythingst {he mail{6].

Sincestamp collectingvas already a well-developed hobby by this tinodlectors followed developments in airmail servidesely,
and went to some trouble to find out aboutfitet flights between various destinations, and to get lettets them. The authorities
often used speciglcheton thecovers and in many cases tpdot would sign them as well.

First airmail service bielicopterin USA, Los Angeles1947

...Thedirigibles of the 1920s and 1930s also carried airmail, knagdirigible mail The Germarzeppelinsvere especially visible in
this role, and many countries issued special stdompsse orzeppelin mail

In the 1950s, general enthusiasmraeketsled to experiments wittocket mail There was a single useMfssile Mail by the United
States in 1959; se&lSS BarberoNone of the various schemes went into produats®) although many souvenir covers exist. A
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number ofspacecrafhave also carriespace majlsometimes in rather large quantities, all fompotional purposes. The study of
these is known aastrophilately

In the United States, domestic airmail long caradudgher rate, but in 1975 thinited States Postal Serviebminated domestic air
mail rates, deciding (coincident with the risetie bne-ounce first class domestic rate from tehitteen cents) that all domestic first
class mail would be delivered by the speediest ateti transportation. (Wikipedia, Air Mail, 5/1@&p

kkkkkkkkkkkhkkkhkhkkkhkkkkkkkkkkhkkkk

[A pertinent wrinkle in this branch of USPS mainlading evolution — for the complete story, check Wlikipedia —Air Mail
Scandal Here's some of the particularly relevant secifor our concern today:]

Background

U.S. air mail operations began in 1919 with pilots and airplamsenging to thé&Jnited States Post OfficEor nine years, using
mostly war-surplugle Havilland DH-4biplanes, the Post Office built and flew a naticdewnetwork. In the beginning the work was
extremely dangerous; of the initial 40 pilots, #hdied in crashes in 1919 and nine more in 1920a# 1922 before an entire year
ensued without a fatal cragih]

As safety and capability grew, daytime-only openadi gave way to flying at night, assisted by grobedcons and lighted emergency
landing fields. Regular transcontinental air mailiery began in 1924. However in 1925, to encoeregmmercial aviation, the

Kelly Act (also known as the Air Mail Act of 1928uthorized the Post Office Department to contrati private airlines for feeder
routes into the main transcontinental system. Tisedommercial air mail flight was on the 487-mi@ Mail Route #5 fronPasco,
Washingtorto Elko, Nevadaon April 6,1926 By 1927 the transition had been completed ta@gtcommercial transport of mail,

and by 1929 45 airlines were involved in mail defiwat a cost per mile of $1.10. Most were smaltler-capitalized companies

flying short routes and old equipmdi.

Subsidies for carrying mail exceeded the cost eftiail itself, and some carriers abused their egtdrby flooding the system with
junk mail at 100% profit or hauling heavy freiglst@ir mail. Historian Oliver E. Allen, in his bodlhe Airline Buildersestimated
that airlines would have had to charge a 150-pgas$enger $450 per ticket in lieu of carrying amajent amount of maltl]

[skip]
Air Mail Act of 1930

Presidenterbert Hoovemappointed [Walter F.] Brown as his postmaster garie 1929 In 193Q Brown, citing inefficient and
expensive air mail delivery, requested legislafimm Congresgranting him authority to change postal policyeT&ir Mail Act of
1930, passed ofwpril 29 and known as the McNary-Watres Act after its ch@dnsors, SerCharles L. McNaryf Oregonand Rep.
Laurence H. Watresf Pennsylvanigauthorized the postmaster general to enter arigdr-term airmail contracts with rates based on
space or volume, rather than weight. The Act ganeB strong authority (some argued almost dictatgowers])3] over the
nationwide air transportation system.

The main provision of the Air Mail Act changed timanner in which payments were calculated. Air roaitiers would be paid for
having sufficient cargo capacity on their planelether the planes carried mail or flew empty, &ndentive to carry mail since the
carrier received a set fee for a plane of a cesiai@ whether or not it carried mail. The purpokthe provision was to discourage the
carrying of bulkiunk mailto boost profits, particularly by the smaller anefficient carriers, and to encourage the carryihg
passengers. Airlines using larger planes designedrty passengers would increase their revenuearyng more passengers and
less mail. Awards would be made to the “lowest oasjble bidder” that had owned an airline operated daily schedule of at least
250 miles (402 kilometers) for at least six moriBis.

A second provision allowed any airmail carrier wéth existing contract of at least two years stagnttinexchange its contract for a
“route certificate” giving it the right to haul midor 10 additional years. The third and most comérsial provision gave Brown
authority to "extend or consolidate" routes in effeccording to his own judgmejl

Less than two weeks after its passage, at thesSpoihference, Brown invoked his authority undertttiel provision to consolidate
the air mail routes to only three companies, fayont their competitors. These three carriers letetved intoUnited Airlines(the
northern airmail route)]WA (Transcontinental and Western Air, which had thé-bnited States route) af&inerican Airlines
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(American Airways, the southern route). Brown adstended the southern route to West CoastHe awarded bonuses for
carrying more passengers and purchasing multi-edgaircraft equipped with radios and navigatiorsaid

Congressional investigation

In September 1933, after a complaint was madeet&tnate Committee on Ocean Mail and Air Mailgitairman AlabamaSenator
Hugo Black agreed to establish a special Senate committewestigate alleged improprieties and gaming efrtite structure, such
as carriers padlocking individual pieces of maiintcrease weight. Despite showings that Brown'siadtnation of the air mail had
increased the efficiency of the service and lowéredosts from $1.10 to $0.54 per nfil¢,and the obvious partisan politics involved
in investigating what appeared to bRe@publicarscandal by ®emocratiecontrolled committee, the hearings raised serious
guestions regarding its legality and ethics.

Black announced that he had found evidence of #fiend collusion" between the Hoover Administrai@oml the airlines and held
public hearings in January 1983. ....[these would be called the Spoils Conference]

[Insert — background on this point, from earliethis same Wikipedia article:

William P. MacCracken, Jr. [had become] the fiestdral regulator of commercial aviation when PresidHerbert Hoover named
him the first Assistant Secretary of Commerce ferghautics in 1926... . After helping to draft keje$a standards and regulations
that became part of the 1930 Air Mail Act, MacCracketurned to his private law practice, wheredwioued to be involved in the
growth of commercial aviation by representing margjor airlines. For that reason Postmaster Geigadter F. Brown asked him to
preside over what was later scandalized a$giwls Conferengao work out an agreement between the carriergtanéost office to
consolidate air mail routes into transcontinen&tivorks operated by the best-equipped and findpatable companies. This
relationship left both exposed to charges of faism. When MacCracken was called to testify, heisedl to appear and allowed his
clients to recover documents from his firm's fil€he Senate judged hima@bbyist, and voted to find him i€ontempt of
Congresg?] [slight edit in this last sentence to assist poghension and provide continuity without alterthg original

contributors meaning]

[/end insert]

OnFebruary 71934, Roosevelt's postmaster gengrames A. Farleyannounced that he and President Roosevelt weneitted to
protecting the public interest and that as a redhe investigation, President Roosevelt had redi¢he cancellation of all domestic
air mail contracts. However not stated to the pubtas that the decision had overridden Farleysmegendation that it be delayed
until June 1, by which time new bids could haverbesseived and processed for continued civilian tnanspor{4]

Role of the U.S. Army Air Corps
Executive Order 6591

At the time of the scandal, the Air Corps was ia thidst of lobbying for a more centralized contrbhir operations in the form of an
establishment of a General Headquarters (GHQ)Fdice. At a cabinet meeting on the morningebruary 91934 Secretary of
War George H. Derrassured President Roosevelt that the Air Corpklaeliver the mail without consulting either Arn@hief of
Staff Douglas MacArthuor Chief of the Air Corps Maj. GeBenjamin D.FouloisShortly after the cabinet meeting that same
morning, second assistant postmaster general datanch called Foulois to his office. A conferebetween members of the Air
Corps, the Post Office, and the Aeronautics Braxfdthe Commerce Department ensued in which Foudaised if the Air Corps
could deliver the mail in winter, casually assuBrdnch that the Air Corps could be ready in a waeten day$5]

At 4 o'clock that afternoon President Roosevelpsnded the airmail contracts effective at midniggibruary 191] He issued
Executive Orde6591 ordering th8Var Departmento place at the disposal of the Postmaster Gelsguah air airplanes, landing
fields, pilots and other employees and equipmett@fArmy of the United States needed or requicedtfe transportation of mail
during the present emergency, by air over routélssehedules prescribed by the Postmaster General."

Preparation and plans

In 1933 the airlines had carried several milliompds of mail on 26 routes covering almost 25,00@srof airways. Transported
mostly by night, the mail had been carried in madessenger planes equipped with modern flightunstnts and radios, using
ground-based beam transmitters as navigation aigsairlines also had a well-established systemaihtenance facilities along
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their routeq1][6] Initial plans were made for coverage of 18 mailtesutotaling nearly 12,000 miles; and 62 flight8yd&8 by
night.

OnFebruary 14five days before the Air Corps was to be@ieneral Fouloisippeared before titéouse of Representativeost
Office Committeeoutlining the steps taken by the Air Corps in @mgpion. In his testimony he assured the committaethe Air
Corps had selected its most experienced pilotdfzatdt had the requisite experience at flyingighhand in bad weather.

In actuality, of the 262 pilots selected, more thatf were Reserve junior officers with less thao tears flying experience. The Air
Corps had made a decision not to draw from itsitngi schools, where most of its experienced pilge assigned. Only 48 of those
selected had logged at least 25 hours of flighe imbad weather, only 31 had 50 hours or moreagdiftrilying, and only 2 had 50
hours ofinstrument timg6]

The Air Corps during the Great Depression, hampbyeglay cuts and a reduction of flight time, opeda&lmost entirely in daylight
and good weather. Duty hours were limited and edaxsually with four hours or less of flight op@was a day, and none on
weekends. Experience levels were also limited splgte aircraft, most of them single-engine anchapekpit planes. Because of a
high turnover-rate policy in the War Department stailots were Reserve officers unfamiliar with thelian airmail routeg7]

Regarding equipment, the Air Corps had in its inggnonly 274Directional gyrosand 46QArtificial horizons and very few of these
were mounted in aircraft. It possessed 172 radiasgeivers, almost all with a range of 30 mileess. Foulois ordered the available
equipment to be installed in the 122 aircraft assigto the task, but the instruments were not kgasailable and Air Corps
mechanics unfamiliar with the equipment sometimasailed them incorrectlig]

The project, termed AACMO (Army Air Corps Mail Ogion)[6] was placed under the supervision of Brig.G@scar Westover
assistant chief of the Air Corps. He created tlyeagraphic zones and appointed Lt.Gt#nry H. Arnoldto command the Western
Zone, Lt.Col.Horace Meek Hickarthe Central Zone, and Mdyron Q. Jonethe Eastern Zone. Personnel and planes were
immediately deployed, but problems began immediatéth a lack of proper facilities (and in sometargces, no facilities at all) for
maintenance of aircraft and quartering of enlistezh, and a failure of tools to arrive where ned@éd.

Sixty Air Corps pilots took oaths as postal empks/a preparation for the service and began trgir@m February 16, three pilots on
familiarization flights -- Lts. Jean D. Grenier,\Eidh D. White, and James Eastman -- were killedrashes attributed to bad
weatherf6] This presaged some of the worst and most persistienwinter weather in history.

Flying the mail
Blizzard conditions

A blizzarddisrupted the initial day's operations east ofRbeky Mountainswhere the first flight fronNewark, New Jerseyvas
cancelled. The first flight of the operation lefbin Kansas City, Missouyicarrying 39 pounds of mail ®t. Louis Snow, rain, fog,
and turbulent winds hampered flying operationsffierremainder of the month over much of the UnBtateq1]

In the Western Zone, Arnold established his headerginSalt Lake City In the winter of 1932-1933 he and many of histgihad
gained winter flying experience flying food-dropssions to aidndian reservatiosettlements throughout the American Southwest
isolated by blizzards. As a result of this expereeand direct supervision, Arnold's zone was thHg one in which a pilot was not
killed.[10]

The Western Zone's first flights were made usin@&8ing P-1Xighters, but these could carry a maximum of &ypounds of

mail each, and even that amount made them tailyhe&ter one week they were replaced®y88 andO-25Cobservation biplanes
borrowed from thé\ational Guardin both the Western and Eastern zones these leeiteaircraft of choice, modified to carry 160
pounds of mail in their rear cockpits. Better-stiigganes such as the n&B-10 bomber and\-12 attack aircraft were in insufficient
numbers to be of practical use. Two YB-10s cragtddnwhen pilots unfamiliar with retractable landgear forgot to lower it, and
there were only enough A-12s for a partial squadindghe Central Zongl][11]

OnFebruary 221934 two fatal crashes occurred in Texas and @imd a near-fatal crash in Virginia. The next ddgrced landing
in the Atlantic Ocean resulted in a drownidg] President Roosevelt, publicly embarrassed, ordemedeting with Foulois that
resulted in a reduction of routes and schedulegcfwivere already only 60% of that flown by theiaik), and strict flight safety
rules.
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On March 8and9, 1934 four more pilots died in crashEs3] totaling ten fatalities in less than one millioflen of flying the mail.
(Ironically, the crash of an American Airlines aidr on March 9, killing four, went virtually unrioéd in the presq3] World War |
Air Service legendEddie Rickenbackewas quoted as calling the program "legalized myitaehich became aatch-phraséor
criticism of the Roosevelt Administration's handliof the crisis. Aviation ico@harles A. Lindbergha former air mail pilot himself,
stated that using the Air Corps to carry mail waiswarranted and contrary to American principles&rcthough both had close ties
to the airline industry, their criticisms serioustying the Roosevelt Administratida4][1

On March 10President Roosevelt called Foulois adhy Chief of StaffGeneraDouglas MacArthuto theWhite House asking
them to fly only in completely safe conditions. ks replied that to ensure complete safety theGarps would have to end the
flights, and Roosevelt suspended airmail servicMarch 11 1934

Foulois wrote in his autobiography that he and Maieér incurred "the worst tongue-lashing | everaiged in all my military
service". Norman E. Borden, &ir Mail Emergency of 1934wrote: "To lessen the attacks on Roosevelt amigy,eDemocratic
leaders in both houses of Congress and Post Qificgals placed the blame for all that had gonemg on the shoulders of
Foulois.[1]

The Army resumed the program againhdarch 19 1934 with limited schedules, in better weather, artdrgbutting its pilots
through a hastily-created course in instrumentflyilt continued the service throulgtay 8, 1934 when temporary contracts with
private carriers were put into effect. Two addiabArmy pilots were killed before AACMO's last fligonJune 61934

Results

In all, 12 pilots had been killed in 66 accidemésulting in an intense public furor. Because efdlr mail operation, crash deaths
suffered by the Air Corps in 1934 rose by 15% tmbdidental deaths, compared to 46 in 1933 and 4935[1][15]

In 78 days of operations and over 13,000 hoursgded flight time, completing 65.8 percent of tteiheduled flights, the Army Air
Corps had moved 777,389 pounds of mail over 1,580miles. Aircraft employed in carrying the mailnee¢heB-2, B-4, B-6, Y1B-
7, and YB-10 bombers; the P-12 fighter; the A-12gkttplaneC-27transport; and th®-19 0-25C,0-39, and two models of O-38
observation planes.

Among Army flyers flying the mail wera C. EakerFrank A. ArmstrongElwood R. QuesadandBeirne Lay, Jr.all of whom
would play important roles in air operations durthg Second World War.

Consequences and affects
Effects on the airline industry

The government had little choice but to return merto the commercial airlines, but did so withesaV punitive conditions. The Air
Mail Act of June 121934 drafted by Senator Black, closely regulated ihenail business, dissolved the holding comparties t
brought together airlines and aircraft manufactirand prevented companies that held the old adetfilom getting new ones. (The
industry's response to the last item was simpheinge names; for instance Northwest Airways beddonthwest Airlines) With
bidding for contracts more competitive and air meilenue less attractive than before, the airlplesed a new emphasis on
passenger transportation and development of maddimers.

The most punitive measure was to ban all forméinaiexecutives from further contract$nited Airlines presidentPhilip G.
Johnsonfor instance, chose to leave the United Statdshafped to fornTrans-Canada Airlines he effect of the entire scandal was
to guarantee that mail-carrying contracts remaunmgatofitable, and pushed the entire industry towamatrying passengers.

Several airlines sued the government for revenussea while the Air Corps flew the mail. The lalstim was settled in 1942. In
1941 theUnited States Court of Clainfsund that there had not been any fraud or catugi the awarding of contracts pursuant to
the Air Mail Act of 1930[1]

Changes in the Air Corps

The immediate results of the operation were disastfor the image of the Air CorpSpeaker of the Houddenry T. Raineyechoing
comments made by GeBilly Mitchell ,[1] criticized: “If we are unfortunate enough to bewn into another war, the Air Corps
wouldn’t amount to much. If it is not equal to gang the mail, | would like to know what it wouldbdn carrying bombs.”
(Congressional Record@3rd Congres2nd Session, Vol. 78, Pt. 3, 3144-3145.)
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For the Air Corps, despite its public humiliatidhe Air Mail Fiasco resulted in a number of imprments.

[skip]

Within the Air Corps itself, instrument training svapgraded, radio communications were greatly invguidnto a nationwide system
that includechavigation aidsand budgeappropriationsvere increasefl.8] The Air Corps acquired the first dixnk Trainerflight
simulators of a fleet that would ultimately numinesre than 10,00[L9]

Finally, the president appoint&lark Howell newspaper editor of thitlanta Constitutionto chair a five-person committee to
investigate U.S. aviation that resulted in the togeof theFederal Aviation Commission

(Wikipedia, “Air Mail Scandal”, 5/16/08)

kkkkkkkkkkkhkkkkhkkkhkkkhkkkkkkkhkkkkkkk

Once thdJnited States Postal Servicbecame an interest group with more money and nesfeect, they were affected by many
political issues. The New York Society for Suppiesf Vice, spearheaded Bynthony Comstockmade it illegal in the 1890's to
mail anythingobscengeindecentor involvingabortionissuesgcontraceptiorinformation andalcoholpromotion. Comstock appointed
himself as "special Postmaster" in order to enftinese laws, and creategh@sse comitatuis order to organize and hunt down
illegal activity. Comstock used these RMS workerge¢lp him hunt down illegal activity, because nailmvas delivered without
going through the sorting hands of an RMS workest.fiComstock helped to change the United StatsaP8ervice from a
government agency to an interest group that policednail system.” (Wikipedia, “United States PbStervice”, as of 5/16/08)
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[ON THE QUESTION OF US MAIL MONOPOLY: ]

During the 1830s and 1840s several entrepreneantedttheir own letter mail delivery companies hvitie intent of ending the postal
monopoly. These includddysander Spooneand hisAmerican Letter Mail Compani8] Henry Wells(of Wells Fargy andAlvin
Adams To begin with, they were financially successfibwever they were forced out of business by seymrsial reforms leading

to lower postage rates in the 1840s and 1850s hasv€ongressional legislation enforcing the madnopoly, or in the case of the
Pony Expressbecame mail contractoj8][10] The average price charged by the Post Office tbarlatter in 1845 was 14.5 cents,
whereas the private postal systems generally cdrglveen 5 and 6.5 cents. By 1851, the Post Gtifickcut their rates to 3 cents,
which has been cited as the main factor in driviregprivate mail companies out of business. Anotiasequence of the rate cut was
that by 1860, the formerly self-supporting Posti€fidepended on the Treasury for half its inc¢hig. (Wikipedia, “United States
Postal Service, as of 5/16/08)

kkkkkkkkkkkkkkhkkkkhkkkkkkhkkhkkkkhkkkkkkkhkkkkkkx

[ON THE US POSTAL SERVICE “CREED” : ]

The United States Postal Servichas no official creedor motto. Often falsely cited as such, "Neither snow nam reor heat nor
gloom of night stays these couriers from the seofinpletion of their appointed rounds" is merelyirastription on thelames Farley
Post Officein New York City, derived from a quote frorerodotusHistories(8.98), referring to the ancient courier servi€¢he

Persian Empire

It is said that as many days as there are in thele/fourney, so many are the men and horses thatishtlong the road,
each horse and man at the interval of a day’s jeyrrand these are stayed neither by snow nor rairheat nor darkness
from accomplishing their appointed course withsgleed(trans. A.D. Godley 1924)

In 2001, theJSPShriefly embraced this unofficial motto with a sitig television advertisement. In the weeks follogvihe
September 11 attackihe Postal Service itself had been batteremhaiings of powdered anthrawhich claimed the lives of two
postal employees and three other Americans, irdetTeothers, and caused closings of several plaststies.

In response, the USPS created a television comat@atited taCarly Simors soaring anthem, "Let The River R|f]'The
commercial featured no voiceover, only the follogviext interspersed on title cards:
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We are mothers and fathers. And sons and daughérs.every day go about our lives with duty, haut pride. And
neither snow, nor rain, nor heat, nor gloom of rtigtor the winds of change, nor a nation challengeitl stay us from the
swift completion of our appointed rounds. E{@&r.

(Wikipedia, “United States Postal Service creed16508)

* *% * *% * *k%k * *% * *% * *kkk

[On the notion of Universal Service — Wikipedia laasarticle entry on this too!: ]

In thetelecommunicationsontext, universal service refers to the praaticeroviding a baseline level of telecommunicatigasvices
to every resident of a country.

The goal of universal service was codified in theted Statesn theTelecommunications Act of 1998ccording to this act, the
goals are:

e to promote the availability of quality servicegust, reasonable, and affordable rates

e toincrease access to advanced telecommunicagovisas throughout the Nation

¢ to advance the availability of such services teafisumers, including those in low income, ruradpiar, and high cost areas
at rates that are reasonably comparable to thasgeth in urban areas

Origins of the term "Universal Service"

It is tempting to believe that the concept of “warisal service,” a guaranteed baseline levétlepbhone servigdhas been a
longstanding precept of US telecommunications golltie preamble of thEommunications Act of 1934leclares that the purpose
of the Act is “to make available, so far as pogsibd all the people of thénited Statesa rapid, efficient, Nation-wide, and world-
wide wire and radio communication service with ageq facilities at reasonable charges.” The termiversal Service” itself
predates the 1934 Act, and was first coined by ATRr€sidenfrheodore Vaiin a1907 speech: “one system, one policy, universal
service.”Milton Mueller's scholarship has almost single handedly showrMaidis “universal service” meant something much
different than the current understanding.

For Vail, Universal Service was the opposite of Diervice. In 1907AT&T 's Bell companies competed for subscribers against
hundreds oindependent telephone companig®ugh rarely more than one in a single markké iidependent companies entered
the market for telephone services when the origs®dll telephone patents expired in JanuaB894 The Bell companies’ policy of
focusing on business use, and thus connectingroajgr metropolitan centers left plenty of opportigs for independent telephone
companies, particularly in smaller cities and fesidential subscribers. For the most part, thekelee network of the Bell companies
did not interconnect with the local independent pames’ network: a subscriber on the AT&T netwookild not call a neighbor
whose telephone service was provided by the lockdpendent company, and vice versa. For customehsas businesses who
needed to be available to customers on both nesytiils meant paying for service from both teleghocompanies: dual service.

The idea of non-interconnecting telephone serveass unwieldy and redundant today, but at the itifmed many advocates. Dual
service meant that telephone companies competetiaracteristics other than price alone, first arérost, the scope of their
network. This created incentives to reduce the abatcess, to interconnect with non-competing oneta/ (usually in distant cities),
and most importantly, to connect and provide serticunderserved markets. A telephone companyoffexed connections to distant
customers might be more attractive, particularlg time of rapid rural-urban migration when mangtomers had family members in
small rural towns. The market structure createdritiges to wire the countryside. The result was Iblysl 920, while 30% of
American households had telephone service, 38.786nafrican farms had telephones. Telephone servicemore common in the
country than the city.

In this context, universal service was not aboaotjaling every home with telephone service at afidid rate: dual service was
proving remarkably effective at this, as contemppragulators were well aware. Instead, universatise was Vail's vision of
ending the intense competition between Bell comgmand independents, and submitting the resultiapiione monopoly to
government regulation. Vail was certain that a gorent-regulated monopoly would be more profitahln competing with the
independent phone companies. Universal servicecalseenient undercut the independent telephone anieg’ efforts to construct a
long distance network that would compete agairestubrative Bell long distance network. By lobbyisigte governments to require
interconnection, or by allowing independents toreart to the Bell network with liberal licensingres, AT&T could undercut the
profitability of the long distance intercity contiens being built by the Independents. In some ei@riwhere independents had a
commanding lead in the number of subscribers, bsitéfig universal service meant conceding the ntaake selling out to the local
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independent. By 1920, a combination of Bell compbnyouts, regulatory change (under intense lobbfrim the Bell
companies) and competition had eliminated dualicerelearing the way for the Federal regulatoayrfework for telephony codified
in the Communications Act of 1934. (Wikipedia, ‘Mersal Service”, 5/16/08)

kkkkkkkkhkkkhhkkkhhhkkhhhkkhhhkhhkhrkkhhhrhhhhkriid
[Lastly — in the interests of insuring a commomnerstanding of terms:]

Deregulation, a term which gained widespread currency in thedel 970-2000, can be seen as a process by whigrigments
remove, reduce, or simplifgstrictionson businessand individuals with the intent of encouraging #fficient operation of markets.

Overview

The stated rationale for 'deregulation’ is ofteat fewer and simpler regulations will lead to aeal level of competitiveness,
therefore higheproductivity, moreefficiencyand lower prices overall.

[Annotation on a picture that appears at this pivirthe article: As a result of deregulatidimnance Télécormperates phone booth in
Wellington, New Zealand.]

Deregulation is different frodiberalizationbecause a liberalized market, while often havass land simpler regulations, can also
have regulations in order to increase efficienay protectconsumesrights one example beinanti-trust legislationHowever, the
terms are often used interchangeably within deeggdlliberalized industries.

A parallel development with 'deregulation’ has berganized, ongoing programs to review regulatoityatives with a view to
minimizing, simplifying, and making more cost effi#e regulations. Such efforts, given impetus byRegulatory Flexibility Actof
1980, are embodied in the United States Office ah&dgement and Budge®dfice of Information and Regulatory Affajrand the
United Kingdom'Better Regulation Commissio@ost-benefit analysis frequently used in such reviews. In addititrere have
been regulatory innovations, usually suggestedcbyemists, such aamissions tradingAcademic research on wedding economic
theory with regulatory activity continues.

One can distinguish between deregulation @iehtization Privatization can be seen as taking state-owaedcg providers into the
private sector. This can result in making the fineal enterprise more subject to market forces Wasthe state-owned entity. But
the degree to which there is freedom to operateeémmarket and the extent of competitiveness imheket for the goods and
services of the privatized entity or entities mapend on other measures taken in addition to |matadn.

In some instances, partial privatization may becteld, where provision of some portion(s) of tlaéesbwned service are provided by
private-sector contractors, but the governmeninethe capacity to self-operate at contract iratksi\f it so chooses. An example of
partial privatization would be some formsgahool bus service contractirgyich as arrangements where equipment and other
resources purchased with government capital furelsised by the contractor for a period of timeroving services, but ownership
is retained by the governmental unit. In such sibma the arrangement can be seen as a sort ahcting out of functions for which
the government takes responsibility.

[skip]
Case study: United States

The experience of the United States offers a bvied of modern deregulation, as many service inthstvere effectively
deregulated beginning in 1971. Studies show thasportation deregulation has increased GDP by @p4d annuallyl] During
deregulation oBavings and Loaassociations, about $160 billion was lost - $1Mlln by the US Government - and re-regulation
was enacted. In the electricity area, the proceasder debate due to setbacks likeGhéfornia energy crisis

History of regulation

Many industries in the United States became regdlby the federal government in the late 19th amly 0th century. Entry to
some markets was restricted in order to stimulateotect the initial investment of private comigarinto infrastructure to provide
"public" services, such as water, electric and comigations utilities. With entry of competitors hlg restricted monopoly
situations were created, necessitating price aadagic controls to protect the public. Other formfisegulation were motivated by
what was seen as corporate abuse of the publiesitby businesses already extant, such as ocawittetherailroadsfollowing the
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era of the so-calletbbber barondn the first instance, as markets matured to winealtiple providers could be financially viable
offering similar services, prices determined by petition were seen as more favorable than thoseysetgulatory process.

One problem that encouraged deregulation was tlydmwahich the regulated industries often contrditbe governmentegulatory
agenciesusing them to serve the industries' interestenBvhere regulatory bodies started out functioimicgpendently, a process
known agegulatory captureften sees industry interests come to dominateetiob the consumer. A similar pattern has been
observed with the deregulation process, itselfroéffectively controlled by the regulated indusdribrough lobbying the legislative
process. Such political forces, however, exist amynother forms for other "special interest" graups

Deregulation 1970-2000

'Deregulation’ gained momentum in the 1970s, imfteel by research at thiniversity of Chicagand the theories dfudwig von
Mises Friedrich von HayekandMilton Friedman among others. Two leading ‘think tanks’ in Wagton, theBrookings Institution
and theAmerican Enterprise Institutevere active in holding seminars and publishingligs advocating deregulatory initiatives
throughout the 1970s and 198@4red E. Kahnplayed an unusual role in both publishing as adamic and participating in the
Carter Administration's efforts to deregulate torsation.

The first comprehensive proposal to "deregulataiagor industry in the United States, transportatmiginated in th&ichard Nixon
Administration and was forwarded to Congress ia E871[2] This proposal was initiated and developed by &régency group in
which the Council of Economic Advisors (represertigdHendrik Houthakker and Thomas Gale Moore) Whete House Office of
Consumer Affairs (represented by Jack Pearce) Dpartment of Justice, the Department of TranspornaT he Department of
Labor, and other agencies participated (Rose, ppal52-160).

The proposal addressed both rail and truck tramson, but not air carriage. (92d Congress, SeB#t@842) The developers of this
legislation in this Administration sought to culite support from commercial buyers of transpontesiervices, consumer
organizations, economists, and environmental orgdioin leaders.(Rose, et al, pp 154-156) Thisl'sdiety’ coalition became a
template for coalitions influential in efforts terkgulate trucking and air transport later in theatie.

After Nixon left office, theGerald Fordoresidency, with the allied interests, securedgges of the first significant change in
regulatory policy in a pro-competitive direction,theRailroad Revitalization and Regulatory Reform AEL876 Pub. L. 94-210.
Presidengimmy Carteidevoted substantial effort to transportation delagpn, and worked with Congressional and civiisty
leaders to pass thErline Deregulation Aci{(October 24, 1978%taggers Rail Acfsigned October 14, 1980), and ¥etor Carrier
Act of 1980(signed July 1, 1980).

These were the major "deregulation™ acts in trartagion. They set the general conceptual and letiysl framework which has
replaced the regulatory systems put in place betile® 1887 and the 1930s. The dominant common tleétimese Acts, as
evidenced in the articles individually treatinggheActs in this encyclopedia, was to lesBarriers to entryn transport markets and
promote more independent, competitive pricing amoagsport service providers, substituting thedrap competitive market forces
for detailed regulatory control of entry, exit, gmdce making in transport markets. Thus the telenegulation’ arose, though
regulations to promote competition were put in plac

A series of enactments were needed substantiallpti out the process of encouraging competitiomansportation. Interstate
buses were addressed in 1982, inBe Requlatory Reform Act of 198Freight forwarders (freight aggregators) got nfoeedoms
in the Surface Freight Forwarder Deregulation Act of 1986 many states continued to regulate the op@stid motor carriers
within their own state, the intrastate aspect efttiicking and bus industries was addressed iRdderal Aviation Administration
Authorization Act of 1994which provided that "a State, political subdiuisiof a State, or political authority of 2 or m@ttes may
not enact or enforce a law, regulation, or otherision having the force and effect of law relateé price, route, or service of any
motor carrier." 49 U.S.C. 14501(c)(1) (Supp. V 1999

[skip]

The Emergency Natural Gas A@tigned February 2, 1977) was a mix of regulatioresponse t©PECprice hikes and deregulation
and thel973 ail crisisin the U.S. Th&irline Deregulation Acis also a notable example. Its reintroductionahpetitive market
forces to the heavily regulated commercial airimgtustry was highly successful.

Communications in the United States (and intermafig) is an area in which both technology and tatuy policy have been in

flux. Rapid development of computer and communicetitechnology — particularly the internet — hax@eased the size and variety
of communications offerings. One can see an emgrmgia in which wireless, traditional landline tddlepe, and cable companies
increasingly invade each others’ traditional maskaid compete across a broad spectrum. The Fé&tmrahunications Commission
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and Congress appear to be attempting to facilitaseevolution. In mainstream economic thinkingvelepment of this
competition would militate against detailed regaigitcontrol of prices and service offerings, anddeefavor ‘deregulation’ as to
prices and entry into markets. See for this linéhofking Crandall, “Competition and Chaos — U.8leCommunications Since the
1996 Telecom Act”, Brookings Institute, 2005. Oe tither hand, there exists substantial concerntaiomgentration of media
ownership resulting from relaxation of historic trmts on media ownership designed to safeguardsltyeof viewpoint and open
discussion in the society, and about what somesper@s high prices in cable company offering$iatpoint. (Wikipedia,
“Deregulation”, 5/16/08)
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