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COMMENTS OF THE ASSOCIATION FOR POSTAL COMMERCE
IN RESPONSE TO ORDERS NO.  161 AND 169

The Association for Postal Commerce ("PostCom") hereby submits these comments in response to Commission Orders No. 161 and 169.  
1.
The Commission Should Further Develop the Record in this Docket on the Status of Service Performance Measurement

Citing Order No. 140, the Postal Service states that the Commission approved the Postal Service’s proposed approaches for internal measurement of service performance of various market-dominant products, and that these approaches will include, among other things, a hybrid system for presort First-Class Mail, Standard Mail letters, and Standard Mail flats that relies on internal Intelligent Mail Barcode (“IMb”) scans in combination with delivery information provided by external third-party reporters.  United States Postal Service FY 2008 Annual Compliance Report at 11-12.  

In Order No. 140, however, the Commission reminded the Postal Service that the PAEA requires that the Postal Service begin to measure and public report on its service performance for all market-dominant products.  The Commission also ordered the Postal Service to share internal milestones and report quarterly on its progress in developing a measurement system (Order No. 140 at 47).  This directive was informed by statute:  The PAEA expressly contemplated the establishment of a system for performance measurement not later than twelve months after its enactment.  39 U.S.C. § 3691.  The legislation also requires the Postal Service's annual report to the Commission to include, for each market-dominant product, measures of the quality of service afforded by the Postal Service in connection with the product, including the level of service – described in terms of speed of delivery and reliability – and the degree of customer satisfaction with the service provided.  39 U.S.C. § 3652(a)(2)(B)(i).


Despite these requirements, the Postal Service’s report on its progress in satisfying these statutory goals amounts to essentially a one-sentence conclusion:  "The Postal Service will continue to implement these systems, in order to report a broader range of data in its FY 2009 ACR."  (United States Postal Service FY2008 Annual Compliance Report at 12.)  The Commission should use this docket to develop a deeper understanding -- on the record -- of the implementation status of the proposed hybrid service performance measurement system for presort First-Class Mail, Standard Mail letters, and Standard Mail flats which relies on (among other things) the implementation and adoption of the Intelligent Mail Barcode (IMb).  
2.
When the Postal Service Makes Adjustments to Established Methods of Attributing Revenues and Costs to Subclasses or Rate Categories, It Should Do So Consistent With the Handling of the Piece
The Postal Service proposes an adjustment concerning letters that fail to meet machinability and barcoding requirements and are consequently rated for postage as flats.  Responses of the United States Postal Service to Commission Order No. 169 (January 21, 2009) at 3-4.  While it is generally reasonable for both revenues and costs for a particular type of mailpiece to be reflected in the same subclass or category, the identification of the subclass or category to which such revenues and costs are allocated and assumptions regarding unit costs should be based on knowledge of the handling of the piece (and not necessarily based on the default postage paid).  The Commission should not simply authorize the Postal Service to shift revenues or costs between subclasses or categories of mail without an understanding of how the pieces in question are being handled.  
3.
Similarly, Where the Postal Service Makes Adjustments that Change Established Methodologies for Estimating Cost Avoidances, the Commission Should Consider Whether the Change in Avoided Costs Reflect Changes in the Postal Service's Operations or Merely Changes in its Approach to Costing

The Postal Service proposes to change established methodologies for developing worksharing cost avoidances. Responses of the United States Postal Service to Commission Order No. 169 (January 21, 2009) at 17-18 and 25.  Existing cost differences between rate categories most likely reflect differences in handling and should be retained.
  

Obviously, any reduction in avoided costs may potentially affect worksharing discounts.  Lower discounts reduce incentives to perform worksharing.  When worksharing discounts underestimate the actual costs avoided by the Postal Service, they send an inefficient price signal which fails to help industry realize the lowest combined postal-private sector costs.  Increasing these combined costs to mailers is likely to drive more mail out of the postal system.  Therefore, the Commission should require that the Postal Service support its proposed adjustments to the methodology to calculated avoided costs with an operational understanding of those costs.  
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� For example, co-mailing can enable mailings to enter the postal system with greater address density, so the greater density of a mailing reflects both worksharing performed, and additional sorting costs avoided by the Postal Service.  








