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ABSTRACT

The Postal Service has started on a “death spiral,” in the words of
the Government Accountability Office, as its revenue-generating
letter mail migrates to electronic channels. This financial
deterioration jeopardizes the future of universal postal service, a
prospect that rural communities find especially disquieting.
Lawmakers working on postal reform recognize that universal postal
service remains an ill-defined policy, and they have called for studies
of its origins and development. This article examines current
proposals affecting universal postal service through the lens of policy
history. It identifies and analyzes four policy dimensions: a national
infrastructure to distribute information, a rate design that encourages
the long-distance circulation of information, targeted efforts to
bridge the urban-rural postal divide, and flexible boundaries between
private and public delivery systems. The analysis suggests that
universal postal service developed as a communication safety net to
fill gaps left by other information networks, especially in rural areas.
In light of this history, the article proposes that lawmakers treat
universal postal service and universal telecommunication service as
complementary parts of a comprehensive communication policy.
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I. Introduction

Despite the burgeoning growth of the Internet, the postal system
remains a vital component of the nation’s communication
infrastructure. In 2004, the United States Postal Service (“USPS”)
carried 206  billion pieces of mail, including personal
correspondence, bills, books, mass circulation magazines and highly
specialized journals, music and video discs, catalogues, advertising
circulars, parcels, and much more." In addition to performing these
traditional tasks, the oldest information highway now delivers the
fruits of online commerce, locates people in the wake of natural
disasters, carries an ever-increasing share of election ballots, and
assists in responding to terrorist attacks.” But the USPS’s continued
ability to fulfill customary functions and to take on new tasks depends
on addressing challenges that threaten universal postal service. If
Congress and the USPS fail to preserve universal service, the nation,
especially rural America, will lose its traditional communication safety
net.

In 2001, the Government Accountability Office (“GAO”) placed
the USPS on a list of federal agencies likely to fail because it has been
losing vital revenue to electronic communication, neglecting to
innovate in dynamic markets, and managing its resources
inefficiently.” Similar pressures have forced postal systems around
the world to restructure their operations; some have fully privatized
this once-core government function, while others are moving rapidly
in that direction.” The President’s Commission on the United States
Postal Service reported in 2003 that, without reforms, postal costs
would soar more rapidly than inflation, forcing unacceptable

1

See 2004 U.S. POSTAL SERvV. ANN. REP. 1 [US. Postal Service hereinafter
abbreviated USPS].

* See, e.g., James Fallows, Why the Internet Isn’t the Death of the Post Office, N.Y. TIMES,
Sept. 4, 2005, § 3, at 1; Departments of Transportation, Treasury, and General Government,
and Related Agencies Appropriations for Fiscal Year 2005: Hearings Before a Subcomm. of the
S. Comm. on Appropriations, 109th Cong. 123 (2005) (statement of John E. Potter,
Postmaster Gen. of the U.S. (PMG), discussing USPS plans to deliver antibiotics to
households in the event of a biological attack). See generally NYE STEVENS, CONG. RES.
SERV., POSTAL SERVICE FOR KATRINA SURVIVORS (2005) (discussing the USPS’s success
in continuing service to patrons dislocated by hurricane Katrina).

? See, eg., GOV'T AcCT. OFF. (GAO), U.S. POSTAL SERVICE: DETERIORATING
FINANCIAL OUTLOOK INCREASES NEED FOR TRANSFORMATION (2002). The GAO was
previously named the General Accounting Office.

* See generally ROBERT M. CAMPBELL, THE POLITICS OF POSTAL TRANSFORMATION:
MODERNIZING POSTAL SYSTEMS IN THE ELECTRONIC AND GLOBAL WORLD (2002)
(discussing the movement to liberalize postal systems in ten nations).
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cutbacks in service or ruinous rate increases.” Since then, Congress
has been considering legislation, which enjoys broad bipartisan
support, to transform the USPS along lines urged by the
Commission.”

Given the size and reach of the Postal Service, any significant
change in its operations will reverberate throughout the
communication system, the economy, and society. In 2004, the
USPS’s 808,000 workers (707,485 career employees) delivered mail to
130 million households and 12.7 million business addresses through
37,000 offices, stations, and branches, producing $68.9 billion in
revenue.” Postal operations, in turn, supported a $900 billion
mailing industry, broadly defined, that employed nine million
workers.”

Each of the major proposals for transforming the postal regime
claims that it offers the best approach for assuring continued
universal mail service. The USPS, for instance, justifies its monopoly
over letter mail by arguing that without this statutory bulwark it would
lose revenue needed to sustain universal mail service.” The
President’s Commission, which urged substantial operational changes
with moderate institutional rearrangements, subtitled its report,
“Making the Tough Choices to Preserve Universal Mail Service,” and

° PRESIDENT’S COMM'N ON THE U.S. POSTAL SERVICE, EMBRACING THE FUTURE:

MAKING THE TOUGH CHOICES TO PRESERVE UNIVERSAL MAIL SERVICE 1-13 (2003)
[hereinafter PRESIDENT’S COMM’N].

° For the legislative history of the bills, see H.R. REP. NO. 108-672, pt. 1 (2004); S.
REP. NO. 108-318 (2004). In July 2005, the House passed a postal reform bill with
little opposition, and the Senate governmental affairs committee reported a similar
version. For the Senate and House bills, see Postal Accountability and Enhancement
Act, S. 662 and HR. 22, 109th Cong. (2005), available at
http://thomas.loc.gov/bss/d109/d109bill.html. See 151 CONG. REC. $8301 (daily ed.
July 14, 2005) (noting Senate committee action); 151 CONG. REC. H6511 (July 26,
2005) (reporting a 410-to-20 House vote); see alsec H.R. REP. NO. 109-66, pt. 1 (2005).
For regular updates on the legislation along with links to press coverage and industry
reaction, consult PostCom, http://www.postcom.org/, maintained by the Association
for Postal Commerce.

" 2004 USPS ANN. REP. 1, 18,

® See Postal Reform: Sustaining the Nine Million Jobs in the $900 Billion Mailing
Industry: Hearings Before the S. Comm. on Governmental Affairs, 108th Cong. 1 (2004)
(statement of Sen. Collins, Member, S. Comm. on Governmental Affairs, noting that
the industry includes such fields as “direct mailing, printing, catalog production,
publishing, and paper manufacturing”).

° The Postal Service in the 21st Century: The USPS Transformation Plan: Hearing Before
the Subcomm. on International Security, Proliferation and Federal Services of the S. Comm. on
Governmental Affairs, 107th Cong. 15 (2002) (statement of John E. Potter, PMG); see
also USPS, TRANSFORMATION PLAN (2002), available at http://www.usps.com/
strategicdirectton/transform.htm.
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invoked that phrase throughout its study.”” Advocates of privatizing
the Postal Service insist that allowing private firms to deliver all forms
of mail would best maintain universal postal service at reasonable
rates and without taxpayer subventions."

But what is “universal postal service”» The 1970 Postal
Reorganization Act (“Reorganization Act”),” which created the USPS
and remains the touchstone for policy, never uses the phrase. The
concept nonetheless suffuses the law. The Reorganization Act’s
overall policy statement establishes universal service as its
cornerstone:

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 prompt, reliable, and efficient

services to patrons in all areas and shall render postal services to

all communities. The costs of establishing and maintaining the

Postal Service shall not be apP?’ortioned to impair the overall value

of such service to the people.

With universal service as its cornerstone, the law repeatedly refers to
nationwide operations and shows special solicitude for rural postal
operations, including low-revenue offices."” Finally, the Act requires
the USPS to offer some mail classes with rates that “shall be uniform
throughout the United States . . . .”” Thus, without using the words
“universal service,” Congress declared such a service a fundamental
objective and delineated ways to achieve it.

The latest round of reforms would create the postal
establishment’s third administrative regime and a new institutional
context for universal service. Congress developed universal service
policy from the 1790s to the mid-twentieth century as a tool of
national development; during this first regime, lawmakers agonized
over the smallest changes in mail rates and supervised postal

' See PRESIDENT'S COMM’N, supra note 5.

' See, e.g., RICK GEDDES, SAVING THE MAIL: HOW TO SOLVE THE PROBLEMS OF THE
U.S. POSTAL SERVICE {2003); DoucLAs K. ADIE, MONOPOLY MAIL: PRIVATIZING THE
UNITED STATES POSTAL SERVICE (1989).

" Postal Reorganization Act, Pub. L. No. 91-375, 84 Stat. 719 (codified as
amended at 39 U.S.C. (2000)).

" 39 U.S.C. § 101(a) (2000).

* Seeid. §§ 101(b), 403(a)-(b).

" Id. § 3623(d) (specifying that the USPS shall offer at least one class for letters
with uniform rates). Another section similarly provides that rates on books, films,
and kindred materials “shall not vary with the distance transported” even if handled
as a subclass of the otherwise zoned parcel post. /d. § 3683(a).
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similar information is available through the Internet or other
channels. If so, then the universal service justification for those
uniform rates would be diminished. Similar reasoning could be
applied to adjustments in levels of mail service. If the distribution of
time-sensitive information through electronic channels becomes
effectively ubiquitous, then reductions in the frequency of mail
delivery become more palatable.

Third, the proposed Postal Regulatory Commission should
coordinate its wuntversal service policy with the Federal
Communications Commission (“FCC”) and its Federal-State Joint
Board on Universal Service.”™ The 1996 Telecommunications Act
established a mechanism to raise funds to promote universal
telecommunication service and the Joint Board disburses money to
public libraries and schools, mainly those in rural areas and inner
cities. The postal and telecommunication agencies have
independently developed expertise in advancing universal service
and they should be encouraged to share lessons with one another.
Moreover, postal and telecommunication administrators could search
for ways in which the universal service policies of one realm
complement those of the other. The postal reform bills encourage
inter-agency lesson-drawing for other purposes and could easily
extend to collaboration about universal service.™

Fourth, and most ambitiously, lawmakers should consider
crafting comprehensive universal service policies that cut across
media domains. Such policymaking would necessarily entail reaching
across jurisdictional boundaries in Congress and between
administrative agencies. Nonetheless, a broadly based initiative along
these lines would recognize, as history has shown, that
communication networks both complement and compete with one
another. Devising policies with multiple networks in mind, from the
postal system to the Internet, would capitalize on the strengths of
each and move toward the goal of realizing universal communication
service.

288 . L . . s
For universal telecommunication service policy and programs under the FCC’s

jurisdiction, see http://www.fcc.gov/wceb/universal_service/ (last visited Sept. 8,
2005); see also FCC, Telecommunications Service in Rural America,
htt}):/ /www .fcc.gov/cgb/rural/ (last visited Sept. 8, 2005).

*S. REP. NO. 108-318, at 19 (2004) (directing the USPS to consider the FCC's
definition of competitive services).
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