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On December 19, 2008, the Commission transmitted to Congress and to the President its Report on Universal Postal Service and the Postal Monopoly (“Report”) as required by section 702 of the Postal Accountability and Enhancement Act (PAEA), Pub. L. 109-435, 120 Stat. 3218 (2006).  The Commission also issued Order No. 152, in which it invited comments on its Report.
  In its Report, the Commission made the following statements.
The frequency of delivery is subject to a provision in the appropriations legislation that provides that “six day delivery … shall continue at the 1983 level.” This provision is subject to several different interpretations and its meaning and application are problematic.

. . . [T]he Commission recommends that any changes to the USO or monopolies be carefully balanced in light of the Postal Service’s uncertain financial state. With the current economic and mail industry climate as a backdrop, the Postal Service requires the flexibility afforded by the postal monopolies and a flexible, qualitative USO.

On January 28, 2009, the Postmaster General made the following statement.

Over the years, we have taken great pride in accomplishing our mission of serving everyone, everywhere, every day.  This has been at the center of our universal service mandate.
*
*
*
*
*
[I]t is possible that the cost of six-day delivery may simply prove to be unaffordable.  If that should occur, it could become necessary to temporarily reduce mail delivery to only five days a week.  We would do this by suspending delivery on the lightest volume days.  Toward this end, I reluctantly request that Congress remove the annual appropriation bill rider, first added in 1983, that requires the Postal Service to deliver mail six days each week.
Any such action would be taken under the direction of our Board of Governors and only when absolutely warranted by financial circumstances.  Were we to do so, we would make every effort to maximize the benefits to our customers while minimizing any disruption to our mailers.
As unambiguous as the italicized words above may be, the media (and some mailers) have reacted by assuming the Postal Service will eliminate a day of delivery every week everywhere.  This is unfortunate, because highly selective and relatively infrequent reductions in days of delivery could generate significant savings without causing harm to mailers or mail volume.

This type of marginal analysis is conducted by commercial entities continuously.  If the Postal Service were allowed to adjust delivery days at the route or delivery-office level, it could weigh the value of reduced expenses against the cost of reduced volume and revenue at the micro level.
  However, if the Postal Service were to reduce delivery frequency permanently every week everywhere, it would run the risk that reductions in volume and revenue would wipe out some of the savings.  The magnitude of that risk is currently unknown.
  Postal management is surely aware of this risk
 and would be unlikely to seek billion-dollar cost savings without first conducting tests to determine mailer reaction to reduced frequency of delivery.  Unfortunately, the current legislative restrictions prohibit even minimal real-life testing.

The Commission’s contractor on the USO Report, George Mason University, estimated that an 8.6-percent decline in mail volume would wipe out the savings that would be generated by a reduction in delivery frequency to five days per week.
  However, this estimate assumes that all postal products experience an equal volume decline in response to reduced delivery frequency.  Such an “across-the-board” reduction is unlikely, and if the volume of highly profitable products declines relatively more, the overall volume reduction needed to wipe out savings would be less than 8.6 percent.  This increases the uncertainty surrounding estimates of the profitability of eliminating one day of delivery every week everywhere.

In its Report, the Commission recommended that the Postal Service develop information on volume reductions by large mailers in response to changes in universal service.
  The volume impact of a change in frequency of delivery is crucial information that needs to be available when Congress considers possible changes in universal service.

WHEREFORE, the Public Representative urges the Commission to support a change to the current legislative requirement of six-day delivery that would allow the Postal Service to experiment with five-day delivery in ZIP Codes that offer the most potential to improve the financial position of the Postal Service.
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