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INTRODUCTION

Pursuant to Postal Regulatory Commission (Commission) Order No. 209, issued
May 4, 2009, (Order) and the Commission’s Rules of Practice and Procedurg, Pitne
Bowes, Inc. (Pitney Bowes) files these comments in support of the “Sumiaer Sa
program” proposed by the United States Postal Service (Postal Service).

On May 1, 2009, the Postal Service filed with the Commission a notice
announcing its intention to adjust prices for Standard Mail letters and flats ipiuic 38
U.S.C. § 3622 and 39 C.F.R. § 3010 he proposed adjustment is in the form of a
“Standard Mail Volume Incentive Pricing Program” (also known as the SuiSaie
program) with a planned implementation date of July 1, 2009 and a planned expiration
date of September 30, 2009. The proposal is an exercise of the enhanced pricing
flexibility afforded the Postal Service under the Postal Accountalaifity Enhancement
Act (PAEA)? Order No. 209 describes it as “an innovative approach by the Postal
Service to utilize greater pricing flexibility for market dominant progluct. .” Order at
1.

The Summer Sale program would provide a price incentive to mailers of Standar
Mail letters and flats who mail volumes above a trend-adjusted baseAB3 @uring the
summer months. The TAB is Standard Mail volume sent during the summer months —
July through September — of 2008, as adjusted for the trend in the mailer’'s volume
comparing FY 2008 and FY 2009 actual experience. For example, if a male2@0P

volume (through March) was ten percent below FY 2008 volume for the same period, the

! See United States Postal Service Notice of Market-Dmant Price Adjustment, May 1, 2009 (Notice).
2 See Pub. L. 109-435, 120 Stat. 3218 (Dec. 20, 2006).



baseline would be ten percent below last summer’s volume. The incentive would be paid
in the form of a rebate.
. DISCUSSION

Participants in the Summer Sale program will receive a rebate of Génpef
the average postage per piece for Standard Mail letter and flat valumexceed the
TAB. SeeNotice at 3, 4. The Postal Service describes three types of benefisdte
from the Summer Sale program. The Postal Service states that the Suenpeo@am
will (1) improve the Postal Service’s financial position; (2) help itdausrs find ways
to increase their use of mail during this period of recession; and (3) prowiile #gome
intangible benefits Seeid., at 2-3.

The Postal Service estimates that the Summer Sale program will produce
revenues of $38 million to $95 million net of the rebeafeeid., at 6. It expects
administrative costs to be less than $1 milli@&eid. While the Summer Sale program
alone will not solve the Postal Service’s current financial problems, the revenue
generated through this program will help. And the innovative thinking it demonsgrates i
precisely what will be necessary for future success.

With respect to intangible benefits, the Postal Service states that it:

expects to learn a great deal through the administrative execution of the

program. For example, the Postal Service will be able to examine

potential improvements to postal data systems, and evaluate its

communications with customers throughout this process. This evaluation

will allow the Postal Service to improve its performance and become more
efficient at developing and implementing new programs in the future, as

the Postal Service takes advantage of the pricing flexibility provided under

the PAEA.

Id., at 3.



Pitney Bowes agrees that the Summer Sale program has significani$gr The
Postal Service has taken care through the TAB and other requirements te th@nag
program carefully to ensure that qualifying volumes are incremental new \@lame
opposed to mere volume shifting. As the recent Chairman’s Information Request
demonstrates, the Commission also is concerned about this possifiligy Postall
Service’s responses to that request are encouraghimey Bowes urges the
Commission to allow this innovative use of pricing flexibility to proceed quicad not
let the perfect serve as the enemy of the good.

Pitney Bowes commends the Postal Service for exercising the nemgprici
flexibility provided by PAEA. As Pitney Bowes noted in Docket No. RM2007-1,

One of the central features of the PAEA is the expanded pricing flexibility

afforded to the Postal Service. This expanded pricing flexibility is

critically important to the Postal Service and should inure to the benefit of
all stakeholders in the mailing community.

In particular, Pitney Bowes has supported and encouraged the concept oflseasona

rates as a means to add value to and promote the use of mail.

The Commission’s regulations addressing the schedule and Procedure for
rate adjustments should promote flexible pricing techniques, including
seasonal, variable, or other dynamic pricing.

Through dynamic pricing the Postal Service can manage mail flows (e.g.
incent mailers to enter mail at specific locations or time), address seasona
demands and respond to unanticipated changes in economic events (e.g.
spikes in paper costs, fluctuations in advertising spending, economic
slowdown.) This pricing flexibility will allow Postal Service to varyaa

% See, Chairman’s Information Request No. 1 (May 8, 2009)

* See Response of the United States Postal Service @hais Information Request No. 1 (May 8, 2009).
> Comments of Pitney Bowes Inc. in Response to KJPdeposing Regulations to Establish a System of
Ratemaking (September, 24, 2007) at 6.



to meet changing market dynamics, increase demand for mail and improve
operational efficiency.

Consistent with these views, Pitney Bowes strongly supports the Suraleer S
program and is committed to promoting the Summer Sale program to encourage mailers
to take full advantage of this opportunity. In a May 18, 2009 press release, Pitney Bowe
encouraged mailers to begin preparations, pending Commission approval, to leverage the
Summer Sale program as a means to “connect with their customers.”

1. CONCLUSION
Pitney Bowes appreciates the Commission’s expeditious consideration of the
proposed Summer Sale program, and urges that the program be approved.
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