Docket No. RM 2009-11
- 6 -
PR Reply Comments on Rulemaking

Before the

POSTAL REGULATORY COMMISSION

WASHINGTON, DC 20268-0001

Periodic Reporting of Service
)



Docket No. RM2009-11
Performance Measurements
)

and Customer Satisfaction

)
PUBLIC REPRESENTATIVE REPLY COMMENTS
 IN RESPONSE TO ORDER NO. 292
(December 2, 2009)

The Public Representative hereby responds to the initial comments of the Postal Service and other parties provided in response to the Commission’s notice of proposed rulemaking concerning the periodic reporting of service performance measurements and customer satisfaction.
  In addition to the Pubic Representative, six participants and the Postal Service provided initial comments to the Commission’s notice.
  
Of the initial comments submitted, those of the Postal Service are the most extensive, and raise a number of legal and practical concerns with respect to the Commission’s rules as proposed.
  Most importantly, the Postal Service objects on statutory grounds to the quarterly reporting service performance measurement data by individual product “at various levels of administration and operations below the national level.”  USPS Comments at 3.  In support of its position, the Postal Service’s cites the limited capabilities of its measurement systems given their current state of development, and the problem of insufficient data to meet the many of the proposed requirements for reporting service performance with respect to First-Class Mail, Standard Mail and Periodicals.
  Given these practical concerns, the Postal Service suggests “it may be more reasonable [] to modify . . . the reporting requirement from the outset.”  USPS Comments at 7.  Otherwise, the Postal Service expects to seek numerous exceptions from reporting under the Commission’s rules “for a considerable period of time.” Id., at 28-29.  The Postal Service also objects, from both “policy and practical perspectives,” to the “reporting of much of the detailed information” on customer satisfaction as “neither necessary nor advisable.”  Id., at 17.  
The Public Representative believes that the core principles embodied in the Commission’s proposed rules—reporting by product at the national level annually and the subnational level quarterly, along with more robust customer satisfaction measurement—are sound.  Moreover, the proposed rules are justified under the statute on the basis of need.  However, the proposed rules should be integrated into the existing periodic reporting rules, i.e., rules 3050.1 et. seq., in the manner proposed by the Public Representative in its initial comments,
 or incorporated directly into the existing periodic reporting rules as the Commission originally intended when it promulgated those rules.
  In doing so, periodic reporting for service performance  measurement data would have the same regulatory weight as the periodic reporting of costs, revenues and rates under the existing rules.  
Nevertheless, the Postal Service’s practical concerns as to the capabilities of its measurement systems to produce reliable and representative service performance measurement data in the near term deserve some consideration.  However, that consideration should not take the form of abandoning of the core principles embodied in the Commission’s proposed rules.  Rather, the Commission should address the Postal Service’s concerns by temporarily exempting the reporting of certain service performance  measurement data by time period, level of administration and operation, or by product, until such time as the Postal Service’s measurement capabilities are more developed.  
The Public Representative’s reply comments provided herein principally address the Postal Service’s legal arguments concerning the quarterly reporting of service performance  measurement data, and the importance of obtaining more complete customer satisfaction data.
ARGUMENT

I. THE PERIODIC REPORTING OF SERVICE PERFORMANCE MEASUREMENT DATA ON A MORE FREQUENT THAN ANNUAL BASIS IS NOT PRECLUDED BY THE STATUTE
The Postal Service’s interpretation of section 3652 confuses the statutory requirement of an annual report to the Commission with the reporting of data for purposes of periodic reporting.  The statutory requirement of an annual report does not preclude the reporting of data on a basis more frequent than annually, if rationally justified.  Moreover, the Postal Service’s objection to quarterly periodic reporting of service performance measurement data is inconsistent with the requirement for quarterly reporting under the existing periodic reporting rules.
A. The Postal Service’s Assertion that Section 3652 Precludes Periodic Reporting of Service Performance on a More Frequent Than Annual Basis is Not Persuasive

Pursuant to 39 U.S.C. 3652(a)(2)(B)(i) and (ii), the Postal Service has a statutory duty to report to the Commission annually “for each market-dominant products,” on the “level of service provided,” and the “degree of customer satisfaction with the service provided.”  The Postal Service considers the quarterly periodic reporting of service performance data to be “directly contrary” to the statutes requirement of an annual reporting of such data.  USPS Comments at 3.  Consequently, the Postal Service seeks modification of the proposed rules to eliminate the requirement of quarterly reporting by individual product.  Id., at 40.

The Postal Service’s objection to quarterly periodic reporting of service performance measurement data is inconsistent with the reporting of costs, revenues and rates under the existing periodic reporting rules.  In Docket No. RM2008-4, the Commission proposed rules requiring the periodic reporting of certain financial reports and data on a more frequent than annual basis.
  It is clear, however, that the Postal Service’s objection to quarterly reporting service performance is not based upon a consistent interpretation of the statute.  In that proceeding, the Postal Service did not assert that section 3652 precluded the proposed reporting of financial information on a more frequent than annual basis for purposes of its annual compliance report.  Moreover, to the extent the Postal Service did object to certain quarterly reporting, its objections were not based on provisions of section 3652.  The Postal Service’s objection to the quarterly reporting of service performance measurement data is therefore unpersuasive.

The Commission subsequently promulgated the existing periodic reporting rules that required quarterly (and even some even monthly) reporting.
  In this regard, rule 3050.25 requires the quarterly reporting of Revenue Pieces and Weight (RPW) reports, quarterly Statistic Reports, and billing determinants after the close of each fiscal quarter.  Moreover, existing rule 3050.28 requires that the Postal Service to provide, among other things, the Revenue and Expense Summary Reports, the National Consolidated Trial Balance, and Monthly Summary Financial Report, after the close of each fiscal month.  

Nevertheless, the Commission may find the Postal Service’s interpretation to be persuasive; that is, the service performance measurement data required pursuant section 3652 need only be provided on an annual basis.  If so, the Commission may want to require one of two alternatives to obtain the quarterly service performance  measurement data requested in its proposed rules.

In the first alternative, the Commission could require that each annual report include the quarterly service performance data for the reporting year as specified in Subpart B—Periodic Reporting of Service Performance Achievement.  For the second alternative, the Commission could require an annual reporting of the previous four quarters of service performance data, and that each annual report be provided quarterly.  Both alternatives would constitute an annual report, and thereby comport with the Postal Service’s interpretation of section 3652, and its view that the Commission’s authority is generally limited to “determining the contents of these reports.”  USPS Comments at 13.  The inclusion of quarterly service performance measurement data in each annual report by product, below the national level, would therefore satisfy the requirements of section 3652.

B. The Proposed Quarterly Reporting of Service Performance  Measurement Data is Justified
Section 3652 specifies the content and objectives to be achieved by the Postal Service in preparing its annual report.  In this regard, section 3652 requires that the Postal Service provide an annual report to “analyze costs, revenues, rates, and quality of service” and, “for each market-dominant product,” provide “measures of the quality of service afforded by the Postal Service in connection with such product.”  Such “measures” consist of data.  However, it is clear that the statute requires something in addition to the provision of data.  That required something else is a report that provides analysis.  
The Commission’s proposed rule 3055.30 et. seq., requires the quarterly reporting of data, and the documentation in electronic format showing how the reported data are derived.  The Commission’s rules do not change the objective of the 3652 annual report to “analyze costs, revenues, rates, and quality of service,” or the requirement to provide “measures” for that report.  Nor is the Commission requiring the Postal Service to provide a quarterly report that analyzes the data for compliance with the provisions of title 39.  §3652(a)(1).  Rather, the Commission is requiring the periodic reporting of service performance measurement data quarterly.  Such a quarterly periodic reporting requirement is not precluded by the statute.
Moreover, the Postal Service selectively interprets the meaning of section 3652 as the basis for its objection to the quarterly reporting service performance data.  Under the Postal Service’s interpretation, the statutory requirement of an annual report means a report to be provided only annually.  According to the Postal Service, this time frame is inviolate.  As applied to the reporting of service performance data, therefore, the Postal Service asserts that the statute precludes the periodic reporting of data other than annually.  By contrast, however, the Postal Service interprets “product” to mean the highest level of aggregation for reporting purposes—but it would permit more disaggregated reporting levels.  Thus, the Postal Service in both its Initial and Revised plans for service performance measurement proposed to report data by class of mail annually and quarterly, although quarterly data reports would include additional detail, including disaggregated class data by postal district.

The Commission’s need for quarterly service performance measurement data supports a principle objective of the PAEA.  That objective is to prevent degradation of service performance achievement.
  Unlike a business operating solely in the private sector, the Postal Service does not experience direct competition that would maintain or prompt improved service performance for market-dominant products.  Given the statutory requirement to remain within the price cap, degrading service performance is an easy option for the Postal Service.  In the absence of competitive forces, transparency and accountability is an essential tool that aids the Commission in achieving this objective.  
The Postal Service states that “reporting is not an end in itself.”  USPS Comments at 4.  The Public Representative would agree.  Unlike the Public Representative, however, the Postal Service apparently believes that the end is compliance reporting.
  As stated above, the Public Representative submits that compliance with the statute, at least with respect to service performance achievement, is designed to achieve a more fundamental objective:  the continuous improvement of service performance.  This follows from a comparison of the most important changes enacted in the PAEA as compared to the Postal Reorganization Act (PRA).  With respect to service performance reporting under the PRA, the Government Accounting Office determined that service performance reporting, other than single-piece FCM, was not “complete.”
  Specifically, the Postal Service’s service performance did not cover Standard Mail, bulk First-Class Mail, Periodicals, and most Package Services.
  The PAEA required not only the establishment of service standards but also the reporting of service performance for each product.  Given that improving service performance is a continuous process, annual reporting by product is not sufficient to advance the improvement of service performance.  The enhanced transparency provided by quarterly reporting at the subnational levels proposed in the Commission’s rules would serve this objective.  Moreover, since the Postal Service will be collecting service performance product data continuously for its own purposes, it therefore should be made available to the Commission.
Periodic reporting for service performance is part of the modern system of regulation of rates for market dominant products under the rate cap.  In this regard, the Postal Service maintains that when reviewing the Postal Service’s annual price change each February, its annual report will provide the Commission with the necessary service performance information.  USPS Comments at 15.  However, quarterly reporting is necessary to provide four quarters of “look-back” for service performance when reviewing rate changes should the Postal Service file a request for rate or classification change outside the normal annual rate cycle, or otherwise change the annual period of the rate cycle.
II. THE COMMISSION’S PROPOSED RULES CONCERNING PERIODIC REPORTING OF CUSTOMER SATISFACTION SHOULD BE RETAINED
Subpart C—Reporting of Customer Satisfaction, of the Commission’s proposed rules govern the periodic reporting of “customer satisfaction” data.  Rule 3055.90 et. seq.  In this regard, the proposed rules seek information on changes to the number of post offices, delivery points, and collection boxes, and the average wait-time in line for service during the reported fiscal year.  Rule 3055.91.  Proposed rules 3055.92 and 93 also require the reporting of information on the Postal Service’s Customer Satisfaction Surveys and the Mystery Shopper Program, respectively.  
A. The Proposed Requirements to Report Customer Access Data and Results of the Mystery Shopper Program Are Appropriate Means of Satisfying Congressional Intent

The Postal Service opposes the reporting of “customer access” data and reports from the Mystery Shopper Program because such information is not “direct evidence of customer satisfaction,” and “therefore falls outside the scope of the information that the Congress intended” the Postal Service to report and the Commission to require in reports under the PAEA.
  It therefore seeks to eliminate these provisions from the proposed rules.  USPS Comments at 51.  
The Postal Service acknowledges that the statute provides “little guidance” on Congressional intent as to what would constitute appropriate reports on customer satisfaction.  Id., at 46.  According to the Postal Service, the term “customer satisfaction” is not defined in the statute, and there is no legislative history as to what Congress intended.  Id.
Nevertheless, the PAEA makes clear what Congress considered important to the mailing public with respect to delivery services and access to postal services.  In this regard, service standards and service performance measurement are essential to satisfy Congress’ intent with respect to delivery service and access.  Specifically, Congress intended that the Postal Service would “preserve regular and effective access to postal services in all communities.”  §3691(b)(1)(B).  (Emphasis added).  In addition, the Postal Service is to consider “the degree of customer satisfaction with Postal Service performance in the acceptance, processing and delivery of mail.” §3691(c)(2).  
The Commission’s proposed rules effectuate Congress’ intent through measurement, although in a manner different from the preferred approach of the Postal Service, i.e., customer satisfaction surveys.  In this regard, the reporting requirements of proposed rule 3055.91 is directly responsive to Congressional intent concerning access as expressed in §3691(b)(1)(B). 
Moreover, the Public Representative considers data on customer access and Mystery Shopper Program information to be important measures of customer satisfaction and service quality, even if they are indirect measures.  Changes in access to postal services, such as the removal of collection boxes, changes in the last collection time at collection boxes, the amount of wait-time in line, etc., are problematic for customers and have consequences for service performance.  For example, changing collection times by moving the last collection to an earlier time in the day may improve service performance for the single-piece First-Class Mail product, but at the expense of convenience to mailers.  Similarly, evaluating customer retail experience via the Mystery Shopper Program is not just a management tool; the information generated can also reveal changes in customer access when purchasing various mail products.  In this regard, the Commission is well within its authority to fashion rules to obtain such information if it serves the broader public purpose of evaluating quality of service and customer satisfaction.
  

B. The Requirement to Report Customer Satisfaction Results Based Upon the Customer Experience Measurement Program Should Be Retained, Albeit With More Involvement of the Commission and Mailers

Section 3652(a)(2)(B)(ii) requires the Postal Service to provide an analysis of “degree of customer satisfaction with the service provided” in its annual report to the Commission.  The Postal Service acknowledges that “section 3652(a)(2) anticipates annual reporting on service performance and customer satisfaction for ‘each market-dominant product.’”  USPS Comments at 16.  These statutory provisions are given effect in proposed rule 3055.92, Customer Satisfaction Surveys.

The Postal Service states that for FY 2009, it is prepared to report

a summary of the customer satisfaction information, a copy of the survey instrument(s), a description of the customer type targeted by each survey, and statistics on the number of surveys initiated and the number of surveys returned to the Postal Service.
Id., at 51.  This information will be based upon the Postal Service’s Customer Satisfaction Measurement (CSM) surveys.  During FY 2010, the Postal Service plans to transition from the CMS surveys to the Customer Experience Measurement (CEM) program.

As discussed in the Public Representative’s initial comments,
 the Postal Service’s current CSM surveys of residential and business customers predate the PAEA, and therefore did not satisfy the requirements of the Act.  As a result, the Postal Service stated its intention to redesign the current CSM surveys to meet the requirements of the PAEA and generate customer satisfaction data by product.

It is not clear, however from the Postal Service’s initial comments whether the revised Customer Experience Measurement program will generate customer satisfaction data by product.  Nowhere in the Postal Service’s initial comments does the Postal Service explain how the revised CEM program satisfies the statutory requirement to analyze customer satisfaction for each market-dominant product.
  This lack of information about the CEM program reflects a failure on the part of the Postal Service to engage in the requisite consultations with the Commission.

Pursuant to section 3691(a), the Postal Service is charged with establishing by regulation service standards for market dominant products “in consultation with the Commission.”  In designing such standards the Postal Service is directed to achieve the following objective: “To provide a system of objective external performance measurements for each market-dominant product as a basis for measurement of Postal Service performance.” §3691(b)(1)(D).  To the extent the objective of an external service performance measurement system is not achieved, an internal measurement system may be implemented instead “with the approval of the Commission.”  3691(b)(2).  

As the statute makes clears with respect to internal measurement systems, the Commission has a direct say in the design of such internal systems, given the Commission’s authority to approve implementation of such systems.  §3691(b)(2).  It is also clear that the Commission is to be consulted in order to achieve the statutory objectives associated with the establishment of external service performance measurement systems.  §3691(b)(1).
Based upon the public record of proceedings before the Commission, the Postal Service’s revised Customer Experience Measurement program was not developed in consultation with the Commission.  Both the Postal Service’s Initial and Revised Plans for internal service performance measurement systems omitted any discussion of customer satisfaction because the CSM survey was not redesigned.
  The Postal Service’s survey is now redesigned, but the contents of the CEM survey are not known to the Commission.  This is most evident from the Commission’s “offer [of] assistance to ensure that future consumer surveys produce reliable and meaningful information.”
  The Postal Service, however, rejects any role for the Commission.  USPS Comments at 52.  Instead, it plans to “continue to brief the Commission each quarter.”  Id.  (Emphasis added).

Given the absence of meaningful consultation, the Commission is unable to determine whether the proposed CEM program satisfies the statutory requirements.  Moreover, it is not clear whether the proposed CEM program constitutes an external or internal measurement system.  The Postal Service maintains that it has “procured the services of a recognized third-party to create and administer the customer experience measurement program.”  Id., at 52.  However, determining the type of the measurement system is a factual question that turns on the degree of control by the Postal Service in the design and administration of the system.  This can only be determined through more extensive consultation with the Postal Service than has occurred to date.  Under the circumstances, the Commission should conclude the revised the CEM program is an internal measurement system that has not been approved by Commission, pursuant to 3691(B)(2), and request public comment on the information that should be included in a program for measuring customer satisfaction.
III. CONCLUSION
The Public Representative respectfully submits the foregoing comments for the Commission’s consideration.
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