OPENING STATEMENT OF HAMILTON DAVISON

ON BEHALF OF THE GREETING CARD ASSOCIATION

Thank you for giving me an opportunity to meet with you today and represent the voice of the Greeting Card Association and even more importantly the voice of the mail recipient (all of us who get mail) and the voice of the citizen mailer (all of us who send mail in America) – groups that are often under-represented in postal advocacy. 

The vast majority of greeting cards purchased in America are mailed, making the GCA the only private sector advocate for household First-Class mail. Greeting cards are truly a medium of personal communication and as Ben Franklin, the nation’s first Postmaster General, might have said “binding the nation together through the…correspondence of the people”.  That is a message “from the heart” not from the wallet – envisioning an efficient postal “service” not a postal “business.”  Personal correspondence reaches every part of the country and every social and economic group. We may not know exactly which federal tax bracket we are in, or the current prime lending rate, but citizen mail users are keenly aware of the cost of postage. 

What is more, it is the value of mail to the recipient that makes mail the perfect medium for all kinds of communication.

Through my work with the Mailing Industry Task Force, we have come to learn that the Mailing Industry represents $900 billion in commerce or 8% of the GDP; the mail industry employees nine million Americans. 

For its part, greeting cards represent $7.5 billion of commerce and employ over 250,000 Americans, both in large corporations and in small “mom and pop” businesses across the land. 

The GCA’s key recommendations are:

· Preservation of universal delivery service – to every household, at uniform and affordable rates, 6 days a week;

· A change in the Postal Service’s business model, away from concentration on high-volume, low-cost bulk mailing and back to the core public service function; and 

· Strong, efficient regulatory protection for the captive postal customer – since the Postal Service will remain a statutory monopoly for the greater part of its traffic. 

The Postal Service must be a service and not merely a business. It has for years trusted that expanding volumes of cheap-to-handle bulk mail will finance its unavoidably growing delivery network. But email and electronic billing and payment, with far lower costs and greater speed, are threatening large volumes of bulk First-Class letter mail. As a result, this model can no longer be relied on. Instead, the Service must build on its core strengths to meet the threat. 

Foremost among those core strengths is the Service's universality.  This is unique among communications media.  Therefore, it must be preserved - not treated as just another cost center.

Almost equally important, the public trusts the Postal Service - indeed, it has been found the most trusted of public institutions in the United States.  This trust, closely tied to the Service's universality and close-to-home delivery model, must not be sacrificed to short-term cost-cutting or service quality reduction.  

Because it is trusted, the mail is an attractive medium for businesses communicating with their customers - a fact the Postal Service appreciates, and has capsulated under the name of the "Mail Moment."  But people's enthusiasm for the Mail Moment stems in large part from the personal correspondence - greeting cards and letters - that it brings them.  If excessive rates or declines in service destroy this personal touch, American business will lose the value of the Mail Moment as well.

Mail is actually invasive.  It comes nearly every day right into the inner sanctum of our families and lives.  And yet, mail is welcome and in fact invited.  Mail gets read.  Mail gets people’s attention.  Just as few would watch television if it contained nothing but commercials, it is the cards and letters from friends and family that make up the content of the mail stream and make it a perfect communications vehicle for businesses to consumers and our government to the people.  Much as we don’t appreciate good health until it is lost, I contend most Americans won’t really appreciate the value of mail until they don’t have it.  And like good health, once an efficient national postal system is gone, it may be difficult to re-establish.

Universal service must be affordable - yet the Service is (and will remain) a statutory monopoly for all of its letter traffic.  This fact of monopoly rebuts any argument that the Service is a "business" which is unduly hampered by prior regulatory review of its rates and services.  This is not dissimilar from my experience serving as a director on a local gas utility, regulated by the state Public Utilities Commission.  As a partial monopoly with a public-service mandate, the USPS faces pressure to exploit its captive customers (most First-Class Mail users) in order to finance competition in markets where private-sector firms are active or even dominant.  Regulation must be adequate to protect these captive customers.  Regulation could be streamlined and made more effective by requiring greater transparency of USPS operating and financial data, equipping the Postal Rate Commission with subpoena power and other needed information-gathering tools, and eliminating the anomalous final-decision authority of the Postal Governors.  

The Postal Service should, however, be relieved of the present, unduly restrictive borrowing limit of $15 billion.  Giving it adequate borrowing authority would allow better timing of rate proceedings.  The Service then would not have to raise rates during slack economic times, and thereby depress volumes even more.

If there are drastic declines in letter mail volume, it may become impossible to finance the growing universal delivery network from postage revenues.  Some degree of appropriations support for this network must be seriously considered.  This would not, therefore, be a general operating subsidy for the USPS.  Such a tailored subsidy, if it becomes necessary, would not be inconsistent with the Commission's mandate to avoid putting the whole cost of the status quo on the taxpayer.  It would be earmarked for just that aspect of the postal system that serves everyone.  That means that possible objections to taxpayer funding lose force, because the donors and the beneficiaries would be substantially identical.  These ideas are not far removed from those supporting federally subsidized highways, navigable waterways, or a national air and rail systems.  If the highways are the arteries of the nation, the Postal System is the pulse of its heart.

That concludes my prepared statement.  I would be happy to try to answer your questions.
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