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THE POSTAL REORGANIZATION ACT TWENTY-
FIVE YEARS LATER: TIME FOR CHANGE?

WEDNESDAY, NOVEMBER 15, 1995

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON THE POSTAL SERVICE,
COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT,
Washington, DC.

The subcommittee met, pursuant to notice, at 10:05 a.m., in room
311, Cannon House Office Building, Hon. John M. McHugh (chair-
man of the subcommittee) presiding.

MPrl;asent: Representatives McHugh, Sanford, Ehrlich, Green, and
ee

Staff present: Dan Blair, staff director; Jane Hatcherson, Robert
Taub, Heea Vazirani-Fales, and Steve Williams, professional staff
members; Jennifer 'I‘raceg, clerk; Denise Wilson, minority profes-
sional staff member; and Jean Gosa, minority staff assistant.

glr. MCHUGH. Good morning. If we could call the hearing to
order.

We’re still waiting for some Members to arrive and are hopeful
that will soon occur. But given the pressing legislative schedule
and the fact that we have two of the more senior Members of the
‘House here to present testimony, I wanted to begin, so as to not
disrupt their schedule any more than is necessary. And later as we
get into the various panels, we’re hopeful that we can be joined by
other members of the subcommittee.

But let me begin by making what I hope will not be too long a
statement.

The purpose of today’s session and those to follow is to systemati-
cally review the Postal Reorganization Act to determine whether
and in what ways Congress should consider reforms. This sub-
committee has traveled a considerable distance since last Febru
when we first met to begin our review of postal operations. And,
over the course of the ensuing 9 months, we have systematically
reviewed virtually every aspect of postal operations during the con-
duct of our eight general oversight hearings.

We heard from nearly 40 witnesses who urged the subcommittee
to consider reforms ranging from limited internal managerial
changes to full-fledged privatization of a new corporate entity com-
petingawith the private sector in the delivery of mail.

It has been 25 years since Congress last comprehensively re-
formed the legislative infrastructure of the Postal Service. During
this interim, the environment in which the Service finds itself oper-
ating has changed dramatically. I doubt that any successful busi-
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ness entity could operate in a competitive climate under a cor-
porate structure unrevised in the last quarter century.

Since 1970, the Postal Service has seen its operations tested by
emerging communication technologies and the entry of private sec-
tor competitors in fields unprotected by the private express stat-
utes. The purpose of this hearing and those to follow is to deter-
mine whether current postal customers benefit under the present
statutory scheme or whether legislative changes should be consid-
ered in the light of the competitive business environment in which
the Postal Service operates.

In reviewing the current structure, I think it necessary to re-
member the environment which led toward the enactment of the
Postal Reorganization Act. The Postal Service replaced the former
Post Office Department, which was beset with operational defi-
ciencies, poor management and labor relations, increasing costs
and skyrocketing deficits. Congressional appropriations accounted
for approximately 20 percent of the Department’s operating budget.

Congress has actively engaged in the day-to-day operational ac-
tivities of the Department to the extent that individual postmasters
owed their appointments to their respective partisan political affili-
ation. Today, we find a Postal Service markedly different in crucial
ways from its predecessor. While operational costs and poor man-
agement relations still afflict postal operations, the Service finds it-
self on more stable financial grounds.

Despite uneven financial performances over the course of the last
25 years, the Service has not sought from Congress an operational
appropriation since 1982, and no longer is Congress involved in
day-to-day operations of the Service, since it established it as an
independent agency, charged with overseeing its own operational
activities. But despite these successes, future concerns regarding
the viability of the Postal Service remain.

These hearings will explore those concerns with an eye toward
reform initiatives which will respect the public service mandate of
the Postal Service, yet improve its operating efficiencies. These
mandates often find themselves in conflict and our inquiry will
probe these sensitive issues in exploring Government’s proper role
in the facilitation of universal mail service.

And with that, I would submit a more complete opening state-
ment for the record.

Without objection, hearing none, so ordered.

And as I mentioned, I would like to welcome for our first panel,
two of our distinguished colleagues, both of whom have taken a
very bold stance on the issue of postal reform and through their co-
sponsorship, their introduction of bill H.R. 210, have called for
some sweeping changes in the structure of the postal organization.
And I want to welcome both of them here this morning, the gen-
tleman from California, Mr. Dana Rohrabacher, and a gentleman
who even to a greater extent than Mr. Rohrabacher has been dedi-
cated to this issue and has long advanced this particular piece of
legislation, the gentleman from Illinois, Mr. Phil Crane.

[The prep: statement of Hon. John M. McHugh, the text of
H.R. 210, and the prepared statements of Hon. Cardiss Collins and
Hon. Gene Green follow:]



Statement of the Honorable John M. McHugh
Chairman
Subcommittee on the Postal Service
“The Postal Reorganization Act twenty five years later: Time for Reform?”
November 15, 1995

Good morning, The Subcommittee will come to order. 1 want to welcome
our witnesses here today as the Subcommittee begins its anticipated series of postal
reform and privatization hearings. The purpose of today’s hearing, and those to
follow, is to systematically review the Postal Reorganization Act to determine
whether, and in what ways, Congress should consider reforms.

Today, we are pleased to welcome before the Subcommittee Representatives
Phil Crane and Dana Rohrabacher; Don Kiefer, Chief of the Economics Division
and his colleagues at the Congressional Research Service; Anthony Frank, former
Postmaster General; Patti Birge Tyson, former Postal Rate Commissioner; and
Murray Comarow, former Senior Assistant Postmaster General and Executive
Director of the Kappel Commission, whose recommendations served as the basis
for the Postal Reorganization Act.

This Subcommittee has traveled a considerable distance since last February
when we first met to begin our review of postal operations. Over the course of the
last nine months, the Subcommittee systematically reviewed virtually every aspect
of postal operations during the conduct of eight general oversight hearings. We
heard from nearly 40 witnesses who urged the Subcommittee to consider reforms
ranging from limited internal managerial changes within the Postal Service to full-
fledged privatization of a new corporate eatity competing with the private sector in
the delivery of mail. While no unanimity was reached in support for any specific
approach for improving mail service and delivery, an overwhelming majority of
witnesses concurred that maintenance of universal service should serve as the
foundation on which any legislative reform approach should be based.

It has been twenty five years since Congress last comprehensively reformed
the legislative infrastructure of the Postal Service. During this interim, the
environment in which the Service finds itself operating has changed dramatically. I
doubt that any successful business entity could operate in a competitive climate
under a corporate structure unrevised in the last quarter century. Since 1970, the
Postal Service has seen its operations tested by emerging communication



technologies and the entry of private-sector competitors in fields unprotected by
the Private Express Statutes.

The purpose of this hearing, and those to follow, is to determine whether
current postal customers benefit under the current statutory scheme or whether
legislative changes should be considered in light of the competitive business
environment in which the Postal Service operates.

In reviewing the current structure, I think it necessary to remember the
environment which lead toward the enactment of the Postal Reorganization Act.
The Postal Service replaced the former Post Office Department which was beset
with operational deficiencies, poor management and labor relations, increasing
costs, and skyrocketing deficits. Congressional appropriations accounted for
approximately 25 percent of the Department’s operating budget. Congress was
actively engaged in the day-to-day operational activities of the Departmeant, to the
extent that individual postmasters owed their appointments to their respective
partisan political affiliation.

Today, we find a Postal Service markedly different in crucial ways from its
predecessor. While operational costs and poor labor-management relations still
afflict postal operations, the Postal Service finds itself on stable financial grounds.
Despite uneven financial performances over the course of the last twenty five years,
the Postal Service has not sought from Congress an operational appropriation since
1982. And no longer is Congress involved in day-to-day operations of the Postal
Service since it established it as an independent agency charged with overseeing its
own operational activities.

Despite these successes, future concerns regarding the viability of the Postal
Service remain. These hearings will explore these concerns with an eye toward
reform initiatives which will respect the public service mandate of the Postal
Service yet improve its operating efficiencies. These mandates often find
themselves in conflict. Yet our inquiry will probe these sensitive issues in
exploring government’s proper role in the facilitation of universal mail service.

At the onset of my chairmanship of this Subcommittee, I stated that we
would review reform proposals with the burden of proof falling on those
advancing the initiatives to show that such proposals would improve delivery and
service for postal customers. And, I emphasized the Subcommittee’s intentions to
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scrutinize in depth all phases of postal operations and services. While our inquiries
will undoubtedly lead into areas which have been ignored or rejected in the past -
and our probing of postal operations might prove unsettling to some - I repeat that
it is our duty to the people of this Nation to ensure that no legitimate question
goes upasked and that no valid argument goes unheard or unheeded. That was our
motto at the inception of the 104th Congress and it will be the guiding principle of
the Subcommittee as it embarks on its historic review of postal operations.

Once again, I would like to thank our witnesses for appearing here today for
the benefit of the Subcommittee. I particularly note the tenacity of Congressman
Crane in his longtime support of his legislation, H.R. 210. I also want to
compliment the Congressional Research Service on its comprehensive efforts in
preparing its report for the Subcommittee and I look forward to the CRS
representatives presenting their report.

Our panel of Congressional Research Representatives will include Don
Kiefer who serves as Chief of the Economics Division. Accompanying Mr. Kiefer
will be Mr. Bernard Gelb, specialist in Industry economics; Mr. Fred Kaiser,
specialist in American National government; Ms. Bernevia McCalip, analyst in
Business and Government Relations; Ms. Carolyn Merck, specialist in Social
Legislation; and Mr. Tom Nicola, legislative attorney.

Our final panel here today is made up of former postal appointees and
executives whose collective experience spans the quarter century of existence of the
Postal Reorganization Act. The Subcommittee welcomes former Postmaster
General Tony Frank, former Postal Rate Commissioner Patti Birge Tyson, and
former assistant Postmaster General and Kappel Commission Executive Director
Murray Comarow. I waat to particularly thank Ms. Tyson and Mr. Frank for
flying from Chicago and San Francisco, respectively, at their own expense, for the
benefit of the Subcommittee. These three witnesses have seen the Postal Service
operate from the “inside” and their testimony will prove valuable to the
Subcommittee in its efforts to develop reform initiatives. Thank you all for
appearing before us today and Ilook forward to your testimony.



104TH CONGRESS
=29 1, R. 210

To provide for the privatization of the United States Postal Service.

Ve

IN THE HOUSE OF REPRESENTATIVES

JANUARY ¢4, 1995

Mr. CRANE introduced the following bill; which was referred to the Committee
on Government Reform and Oversight

A BILL

To provide for the privatization of the United States Postal
Service.

Pt

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. TRANSFER TO A PRIVATE CORPORATION.

(a) IN GENERAL.—In accordance with the plan pre-
seribed under section 3, all right, title, and interest of the
United States in and to all property of the Postal Service
shall be transferred to a corporation if, within 1 year after
the date of the enactment of this Aect, such corporation

O 00 N A W A W

satisfies the requirements set forth in section 2.
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(b) SPECIFIC REQUIREMENT.—The plan prescribed
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under section 3 shall include such provisions as may be
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necessary to ensure that no payment shall be required in
consideration for any rights or assets of the Postal Service
which are transferred pursuant to this Act.
SEC. 2. REQUIREMENTS FOR THE CORPORATION.

(a) IN GENERAL.—A corporation shall be considered
to satisfy the requirements of this section if such corpora-
tion—

(1) is incorporated under the laws of a State;

(2) is not a department, agency, or establish-

~ ment of the United States;

(3) is incorporated by not more than 9 individ-
uals who are especially qualified to establish and op-
erate an effective mail system by virtue of their edu-
cation, training, or experience, and who are chosen
by the employees of the Postal Service in an election
which shall be held at such time and in such manner
as the President shall by regulation presecribe;

(4) includes among its purposes the delivery of
postal services in a manner consistent with seetion
101(b) of title 39, United States Code, at rates es-
tablished in a manner consistent with seetion 101(d)
of such title;

(5) issues securities in a manner consistent

with subsection (b); and

*HR 210 IH
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(6) satisfies such other requirements as the
President may by regulation prescribe in order to
carry out the purposes of this Act.
(b) SECURITIES.—Any securities issued by the corpo-

ration—

(1) shall, during the 1-year period beginning on
the date of the enactment of this Act, be issued—

-(A) only to employees of the Postal Serv- .
ice;

(B) under a system (as developed under
section 4) which provides th#t securities shall
be issued to individuals based on their years of
service and levels of compensation; and

(C) subject to such terms and conditions,
including terms and conditions relating to the
sale, transfer, or other disposition of such secu-
rities following their issuance by the corpora-
tion, as may be necessary to promote the reten-
tion of well-qualified personnel; and
(2) may, after the end of that period, be offered

for sale to members of the general public under such

terms and conditions as the corporation considers

appropriate.

(¢) RETIREMENT BENEFITS.—Retirement benefits
provided to employees of the corporation- must be com-
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parable to those which would have been afforded to those
individuals as employees of the Postal Service had this
Act not been enacted.
SEC. 3. TRANSFER PLAN; PRESIDENTIAL DETERMINATION;
RATE-SETTING AUTHORITY.

(a) TRANSFER PLAN.—Not later than the sixtieth
day after the date on which a corporation first satisfies
the requirements of section 2, as determined under sub-
section (b), the President shall, in conformance with the
requirements of section 1, and after consultation with the
commission under section 4, transmit to Congress—

1) a comprehensivé plan providing for the or-
derly transfer of all property subject to this Aet, in-
cluding a timetable under which such transfer is
completed not later than 180 days after the date on
which such corporation first satisfies such require-
ments; and

(2) such recommendations for legislation as the
President considers necessary in order to carry out
the plan deseribed in paragraph (1), including -
recommendations—

(A) for the abolishment of the Postal Serv-

ice;

+HR 210 IH
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(B) for the continuation of the private ex-
press statutes with respect to the corporation
during the first 5 years of its existence; and
(C) for the repeal or modification of appro-
priate Federal statutes.

(b) PRESIDENTIAL DETERMINATION.—The Presi-
dent shall, for purposes of this section, determine the date
on which a corporation first satisfies the requirements of
section 2.

(¢) RATE-SETTING AUTHORITY.—After consulting
with the Postal Rate Commission, the President shall de-
velop and include as part of the recommendations submit-
ted under subsection (a) proposals relating to the means
by which rates of postage would be established during the
5-year period referred to in subsection (2)(2)(B). Such
recommendations may include continuing any operations
of the Postal Rate Commission (whether on a modified
basis or otherwise) which may be appropriate.

SEC. 4. POSTAL PRIVATIZATION COMMISSION.

(a) ESTABLISHMENT.—In order to carry out the
funetions set forth in sections 2(b)(1)(B) and 3(a), there
is established a commission to be known as the ‘“Postal
Privatization Commission”.

(b) MEMBERSHIP.—The Commission shall consist of
12 members, to be selected by the President, of whom—
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(1) 3 shall be selected from among individuals
recommended jointly by the Speaker of the House of
Representatives and the President pro tempore of
the Senate;

(2) 3 shall be selected to represent the interests
of employees of the Postal Service;

(3) 3 shall be selected to represent the interests
of postal management; and

(4) 3 shall be selected from such other postal
experts as the President considers appropriate.

(¢) COMPENSATION.—

(1) IN GENERAL.—Except as provided in para-
graph (2), members of the Commission shall be paid
at the daily equivalent of a rate, not to exceed the
rate of basic pay payable for level IV of the Execu-
tive Schedule, for each day (including travel time)
during which they are engaged in the performance
of duties of the Commission.

(2) EXCEPTION.—Members of the Commission
who are full-time officers or employees of the United
States shall receive no additional pay by reason of
their service on the Commission.

(d) TERMINATION.—The Commission shall cease to

24 exist as of the date on which the work of the Commission
25 has been completed.
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7
1 SEC. 5. DEFINITIONS.
2 For purposes of this Act—
3 (1) the term “Postal Service” means the Unit
4 States Postal Service and the Postal Rate Commi
5 sion;
6 (2) the term ‘“property”’, when used with r
7 spect to the Postal Service, means all assets an
8 rights, and all liabilities and obligations, of the Pos
9 al Service; and
10 (3) the term “State” means each of the severs
11 States, the District of Columbia, and the Commor
12 wealth of Puerto Rico.

0
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Statement of the Honorable Cardiss Collins
Ranking Minority Member
Committee on Government Reform and Oversight

Hearing on Postal Reform
Subcommittee on the Postal Service
Wednesday, November 15, 1995

Mr. Chairman, today marks an historic occasion. For
the first time in 25 years, Congress will examine whether
and to what extent change is needed to bring the Postal
Service into the 21st Century. The momentum for Postal
reform debate begins with today's hearing to determine
whether the Postal Service and its customers benefit from
a statutory structure unchanged since 1970, the Postal
Reorganization Act.
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Since its enactment and in the current competitive
atmosphere, the Reorganization Act has been witness to
a host of changes, both good and bad. First and foremost,
the Postal Service has moved from being a recipient of
Federal funds to using no Federal tax dollars. The Postal
Service has undergone six major restructurings and seen
the cost of a postage stamp increase from 8 cents to the
current price of 32 cents. Of late, the Postal Service has
been faced with increased competition due to FAX service
and other electronic communicative means and
competition from other forms of mail delivery service such
as UPS, FEDEX and the like. These competitive changes
are occurring in the midst of pressure to maintain high
standards for delivery, utilize automated postal equipment
and improve labor management relations.
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To date, this Subcommittee has held eight oversight
hearings. We have carefully and thoughtfully examined
the structure and operations of the U.S. Postal Service.
We have become knowledgeable on the major issues
facing the Postal Service, postal employees and
consumers --issues, aptly categorized by Postmaster
General Marvin Runyon as “people, prices and products.”

It is now time to build upon that education process
and begin to look for ways in which we might truly improve
the Postal Service, place it on sounder financial footing
and enable it to become more efficient and competitive.
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We do this not in a vacuum and not as an aside; rather as
a deliberative body dedicated to preserving universal mail
service while exploring and pursuing ways which will allow
the Postal Service to better control its operations, improve
its financial position and meet competitive challenges.
Whether we undertake mild reform such as granting the
Postal Service greater rate making flexibility or focus on
more radical change like privatization remains to be seen.

And so, as we mark this historic occasion, | urge my
colleagues to utilize the same careful and thoughtful
examination of postal reform as we have of postal
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operations and issues. There are many areas in need of
reform. Accordingly we must craft a sound response for
change and refrain from knee-jerk, pot shot, ill-founded
solutions.

With that, | join my colleagues in welcoming our
witnesses and look forward to your testimony.

DW
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Congressman Gene Green
Opening Statement
Postal Hearing, November 15, 1995

I would like to thank and commend Chairman McHugh for having the insight to hold
these much needed hearings on the reorganization of the U.S. Postal Service. In this time
of massive reorganization throughout the federal government it is definitely timely to hold
discussions on how the postal service could better service its customers and look at ways in
which it might become competitive in the market in which it operates. As always I look
forward to hearing from the various witnesses who will testify this morning on how we can
make the postal service more responsive to the needs of its customers and more competitive

in this world of ever increasing technology. Again thank you Mr. Chairman.
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Mr. MCHUGH. Gentlemen, thank you for being here.
I turn the microphones and the attention of all of us toward you.
Please proceed in whichever way you deem appropriate.

STATEMENT OF HON. PHILIP M. CRANE, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF ILLINOIS

Mr. CRANE. Thank you, Mr. Chairman.

This is déja vu all over again, because the first time I pleaded
the case for this legislation was 1970, before the committee. And
this is my first return visit since then.

And I have a statement, a longer statement, I'd like to submit
for the record, with your permission.

Mr. McHUGH. Without objection, so ordered.

Mr. CRANE. Thank you.

I apgreciate this opportunity, Mr. Chairman, and congratulate
the subcommittee for looking into, and beyond, the current oper-
ations of the USPS. The neec% for such an examination is all too ap-
Barent. Times have changed since 1970 when Congress gassed the

ostal Reorganization Act of that year, creating the USPS.

The intervening years have witnessed a pair of technological rev-
olutions having profound implications for mail delivery, one in com-
puters and the other in telecommunications. As a recent MicroSoft
white-paper points out, computers can do in 30 seconds today what
it took them a gear to accomplish back then. Modems can transmit
their work product 1,000 times faster now than they could just 10
short years ago, and the traditional telephone line, which limits the
amount of data that can be transmitted electronically, has been su-
perseded by coaxial and fiberoptic cable.

Already these technological advances have had an impact on the
USPS. As the Postmaster General has observed in just the past

ear, e-mail volume has increased by 122 percent and nearly 8 mil-
ion new addresses have been added to the Internet. By 1998, at
least 38 million people are expected to be on line, 10 times more
than 5 years ago. All of this suggests that the day when most
Americans do much of their banking, shopping, travel planning,
and corresponding on the computer is not very far away.

At present, total USPS mail volume is still growing, having in-
creased 3.1 percent over the last year, to more than 177 billion
Eieces. But, with the rise in electronic communications, the USPS

as seen its financial and business mail deliveries drop substan-
tially, by 35 percent over the past 5 years in the case of the former,
and approximately 33 percent over the past 6 years in the case of
the latter.

In fact, the USPS has suffered losses of market share in four of
its six business categories, according to the Postmaster General,
who’s also on record as predicting that USPS delivery of financial
mail will drop by another 35 percent over the next 5 years.

What these figures suggest is this: As computer usage acceler-
ates, so too will the decline in business mail being delivered by the
USPS. Before long, that drop plus the loss of other First-Class mail
deliveries to electronic competition will more than offset an

owth in bulk mail business. At that point, postal revenues will
egin to shrink, triggering a vicious cycle of postal rate increases,
followed by further losses of business.
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Absent a change in its basic structure, the only other alter-
natives would be to increase taxpayer subsidies to the USPS or to
reduce the services it offers, either of which would be equally coun-
terproductive. True, there will be those who would rather not use
a computer or feel they cannot afford one, just like there were
when the car first came out. But just as laser printers cost no more
than dot matrix printers 5 years ago, so will computer systems be-
come increasingly sophisticated and affordable.

At the same time, today’s computer holdouts will be prompted to
reverse their stance by their children and grandchildren, each of
whom is being exposed to computers at school, in the library, at
friends’ homes and wherever video games are played. Sooner or
later most of these holdouts will do so after coming to the realiza-
tion that development of computer skills is a must for the young-
sters of today and tomorrow. That many have done so already is
evidenced by the rapid growth in precomputer toy sales of recent
years.

While I can understand why postal workers might not want to
concede the effect of the computer revolution on today’s USPS, for
us to deny it would be an exercise in self-delusion.

We can argue over how long it will be before computer-fax-
modem-TV-telephone-cable-copier combinations cost no more than
a fancy color TV did just a few years ago. But there’s no denying
that the day will come when such systems are found in almost
every American home. And when it does come, the USPS must be
able to compete with the new technologies, otherwise it will be rel-
egated to the very role its employees fear the most, handling an
iz.ver-'declining amount of rural, high-crime area, and junk mail de-
iveries.

Nor is the computer revolution the only reason today’s USPS
needs restructuring. Thanks to its First-Class mail monopoly and
to the regulatory regime governing its operations for the past quar-
ter century, the USPS is not in a position to offer new products and
services in a timely fashion. Nor is it able or inclined to keep all
its outlets open evenings and weekends like other retailers. Neither
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