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Chapter 1

Summary

Introduction

This study addresses three major questions:

1. To what extent are privately offered elec-
tronic mail and message systems (EMS)
and electronic funds transfer (EFT) sys-
tems likely to affect the volume of mail
handled by the U.S. Postal Service
(USPS)?

2. Are changes in USPS mail volume likely
to lead to significant adjustments in
USPS rates, service levels, and/or labor
force requirements? and

3. What are the implications of EMS for the
future of USPS and how it might partici-
pate in the provision of EMS services?

These questions are of concern because his-
torically USPS has served a variety of social
purposes mandated by Congress, such as “to
bind the Nation together through the personal,
educational, literary, and business corres-
pondence of the people” and to provide mail
service “to (postal) patrons in all areas . . . and
all communities, ” including rural areas, com-
munities, and small towns (Postal Reorganiza-
tion Act of 1970). In recent years, there has
been a continuing revolution in computer and
communication technology, a gradual dereg-
ulation of the telecommunication industry (the
computer industry being essentially unregu-
lated), and a proliferation of new and old firms
offering or planning to offer EMS and EFT
services that compete with portions of the tra-
ditional USPS market. Technology is, in ef-
fect, blurring the historical (and legal and
regulatory) distinctions between conventional
and electronic mail.

USPS is already involved in EMS to a lim-
ited extent. It currently delivers some in-
dustry EMS hardcopy output, provides a por-
tion of Western Union’s Mailgram service, and
in January 1982 introduced a domestic service
called “electronic computer-originated mail”
or E-COM. However, the role of USPS in EMS

in general, and in E-COM in particular, con-
tinues to be in dispute before various regula-
tory agencies, the courts, and Congress. USPS
believes its participation in EMS is authorized
by the Postal Reorganization Act mandate to
use new facilities and equipment to improve
the convenience, efficiency, and cost effective-
ness of mail service. Various mailer organiza-
tions, consumer groups, and postal labor
unions see a USPS role in EMS as essential
to USPS long-term viability and to maintain-
ing, or at least minimizing any reductions in,
mail services that are vital to a large part of
the U.S. population. They point to the critical
role of USPS in providing a universal, low-
cost, nondiscriminatory nationwide commu-
nication service. Various private telecommu-
nication and computer firms view USPS in-
volvement in EMS as the entry of a Federal
agency into competition with private industry
(possibly subject to the Communications Act
as well as the Postal Act), raising difficult
guestions of ratesetting and potential cross-
subsidy.

There are no easy answers to the questions
addressed in this study. Prior studies have
proven to be oversimplified. In order to bet-
ter understand the complexities involved,
OTA used computer-based models to project
independently the levels of conventional and
electronic mail volumes under different sets
of assumptions, and to project the possible ef-
fects of changes in USPS mail volumes on
USPS rates, service levels, and labor re-
qguirements. Still, while computer modeling
permits consideration of a larger number of
variables and interrelationships than would
otherwise be possible, the precision of the pro-
jections can be misleading. The models are
highly sensitive to initial assumptions and
have limited ability to anticipate unexpected
events. The study as a whole, and the use of
computer modeling in particular, is intended
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4 .Implications of Electronic Mail and Message Systems for the U.S. Postal Service

to help Congress better understand the possi-
ble implications of EMS for USPS, and is not

intended to make a prediction of the future
course of events.

USPS Mainstream

To a substantial extent, the volume of
USPS-delivered mail in the future is beyond
the direct control of USPS. It will be affected
by diversion to electronic modes of “written”
communication (EMS and EFT), by overall
economic factors, and by competition from pri-
vate message and parcel delivery systems.
Taken together, it seems clear that two-thirds
or more of the mainstream could be handled
electronically, and that the volume of mail is
likely to peak in the next 10 years and fall
below today’s level sometime in the 1990's.

EMS penetration of the mainstream will be
paced by the introduction and widespread use
of technologies such as high-quality electronic
printers, office automation, home computer
terminals, viewdata/teletext, and inexpensive
home hardcopy terminals. EFT will be paced
by the increased use of automated teller ma-
chines and point-of-sale terminals, and con-
solidation of bills and payments through tel-
ephone bill payer, debit cards, and direct de-
posit. In the long run, both EMS and EFT are
likely to be possible over the same electronic
terminals and communication networks. But
in the shorter term, they are separate technol-
ogies. EMS itself has two distinguishable
modes-Generation Il EMS (electronic input
and transmission with hard copy output) and
Generation 11l EMS (all-electronic). This di-
version of mail from conventional paper-based
to electronic form is likely to stretch over
many years and probably decades, depending
on the rate of technological advance, on future
postal rates, on regulatory constraints, and in
part on intangible factors such as consumer
acceptance and institutional marketing strat-
egies.

OTA made several estimates of the rate of
diversion of conventional mail to EMS and
EFT. Mail diverted to Generation Il EMS
and EFT was assumed lost to the USPS mail-

stream. Because of the need to sort and deliver
the hardcopy output from Generation Il EMS,
mail diverted to Generation Il EMS was as-
sumed to remain in the USPS mainstream.
Mailgram and E-COM are Generation Il serv-
ices. In all of 1980, about 40 million Mailgrams
were sent; in the first half-year of its existence
(January through June 1982), about 660,000
E-COM messages were sent. During July
1982, E-COM averaged about 172,000 mes-
sages weekly. USPS also delivers an unknown,
but small, number of letters that represent the
hardcopy output of private sector Generation
Il EMS.

OTA did not independently estimate overall
future economic growth or competition from
private delivery services; representative past
growth rates of the USPS mainstream were
projected into the future. For example, the
USPS mainstream has grown by about 2 per-
cent per year if averaged over the 1900-77
period, and 3 percent over the 1947-77 period.
In 3 of the last 4 years, the growth rate ex-
ceeded 3 percent. However, between 1971 and
1976, the growth rate was only about 1 per-
cent.

If the recent 3 percent growth rate held for
the next 20 years, USPS conventional mail
would exceed the 1981 level (110 billion pieces)
until the mid-1990's, even in the face of com-
petition from high but plausible EMS and
EFT growth. Assuming that USPS delivers
the hardcopy output from Generation Il EMS
in that timeframe, USPS total deliveries would
exceed the 1981 level until the turn of the cen-
tury. Similarly, at 2-percent annual growth,
and the same conditions, USPS conventional
mail volume would exceed the 1981 level until
about 1990, and total mail until the
mid-1990’s.

OTA conducted several sensitivity analyses
to determine the conditions under which the
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USPS mainstream might decline even faster.
OTA concluded that the most likely condition
would be continued economic recession or de-
pression, which in the past (early 1970's and
early 1930’s) has resulted in a flat or even
negative mailstream growth. This, coupled
with even faster than anticipated introduction
of all-electronic Generation 111 EMS and EFT,
or escalation of USPS costs and rates above
the level of alternative conventional and elec-
tronic delivery services, would accelerate the
decline of the USPS mainstream.

Regardless of the underlying mainstream
growth, the effect of Generation Il EMS vol-
ume is to “cushion” or offset some of the
decline in conventional mail, assuming USPS
delivers the Generation Il hardcopy output.
Put differently, if Generation Il volume
reached significant levels, USPS-delivered
mail volume (conventional plus Generation II)
might be maintained at or above a given level
for an additional 5 years or so.

For planning purposes, it is reasonable to
assume that mail volume is likely to remain
strong for most of the 1980's, and decline
significantly in the 1990’s. Under any plausi-
ble scenario, USPS is still likely to be handling
a large volume (70 billion to 110 billion pieces)
of mail in 2000.

Independent of the total USPS mainstream,
the size of the potential Generation Il EMS
market itself takes on considerable importance
with respect to decisions concerning USPS in-
volvement. OTA has concluded that prior mar-
ket estimates probably have been high. For ex-
ample, RCA Corp. previously estimated a ma-
ture Generation Il market (20 years hence) of

USPS Rates and

USPS has some control over the way in
which changes in mail volume might be re-
flected in rate and service level adjustments.
While USPS is not allowed to make a profit
overall, it need not “markup” all classes and
subclasses of mail by the same amount over
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25 billion pieces. However, this exceeds even
OTA'’s high but plausible Generation Il pro-
jection by roughly 40 to 80 percent, depending
on the underlying growth in demand for mail.
It appears that RCA was overly optimistic
about Generation Il market development, ig-
nored competition with Generation 11l EMS
services, or both. OTA also identified a slow-
growth Generation Il path that projects a vol-
ume of about 40 million messages 5 years
hence, increasing to about 600 million mes-
sages after 10 years and around 3 billion after
15 years. Given the highly volatile and unpre-
dictable nature of the EMS market, it appears
that prudent planning should be based on a
maximum of one-half of the RCA-projected
volume on down to the OTA-projected volume
for Generation 11 slow growth. This would
place the projected Generation Il market 20
years hence in the range of 7 billion to 17 bil-
lion pieces rather than 25 billion.

There are legitimate differences of opinion
as to how Generation Il would fare after 2000,
which was beyond the timeframe of the OTA
study. Some analysts believe that Generation
Il would taper off very slowly and remain sig-
nificant for many years. Others are convinced
that Generation Il might decline rather pre-
cipitously. However, it is likely that Genera-
tion 111 would surpass Generation Il in ab-
solute volume well before 2000. Indeed, unless
Generation Il grows at a high or very high
rate, it is possible that Generation 11 would
never exceed Generation Ill. Various private
telecommunication carriers have indicated
that most research and development (R&D)
and marketing effort is going into Generation
11, not Generation II.

Service Levels

the costs specifically allocatable to each (“var-
iable” costs). Thus, individual classes and sub-
classes make varying contributions to cover-
ing common (“fixed”) costs. For example, first-
class mail, with high volume and relatively
high markup, historically has made the largest
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contribution to fixed costs of any class of mail.
In fiscal year 1980, first-class mail made up
about 57 percent of the total mainstream. Its
contribution to USPS fixed costs was about
$4.2 billion, based on an actual volume of 60
billion pieces (and assuming 20¢/piece revenue
and 13¢/piece variable cost). This was about
55 percent of total fixed costs ($7.6 billion) in
that year.

The example of first-class mail just cited is
particularly relevant to this study because it
is likely that most of the conventional mail di-
verted to EMS or EFT over the next 20 years
will be first-class mail. Not only does it repre-
sent the largest volume of mail, but it is gen-
erally more amenable to electronic transmis-
sion than are other classes. Three-quarters of
first-class mail is made up of correspondence,
negotiable instruments (e.g., checks), and bills
and financial statements.

If the first-class mainstream declined 10 bil-
lion pieces by the year 2000, and the 1980 cost
and markup is assumed, first-class mail would
contribute $700 million less to USPS fixed
costs than it does today. Making up that loss
by raising first-class rates alone would require
a 7-percent increase. To the extent that USPS
was delivering Generation Il EMS hardcopy
and making a profit on it, some or all of this
rate increase could be avoided. This latter pos-
sibility is highly dependent on the cost of Gen-
eration 1l EMS (not well known) and the mar-
ket price (also not well known).

Cost cutting would ease the necessity of in-
creasing rates. This strategy would be par-
ticularly prudent if first-class rate increases
would lead to a further volume reduction,
which could set off a spiral of rate increases
and volume reductions. Whether or not cut-
ting costs would result in service cuts would
depend in part on the USPS cost structure.
Under the current cost structure (36 percent
fixed costs, 64 percent variable), some service
cuts would appear to be necessary. For exam-
ple, USPS officials have estimated that deliv-
ery 5 days a week (instead of 6) would save

about $650 million (1980 dollars). A 1976
USPS staff study projected a $1.1 billion (1977
dollars) savings for delivery 3 days a week.

In the longer term, USPS fixed costs may
be reduced below the current 36 percent; other
ways to improve productivity might be iden-
tified such that service levels could be main-
tained even at lower volumes and revenues.
However, some significant portion of USPS
costs clearly is required to pay for maintain-
ing the basic nationwide delivery system and
infrastructure, largely irrespective of the
volume. For example, a substantial number of
carriers are required to cover the approximate
ly 69 million city USPS delivery points and
15 million rural delivery points (as of 1980)
each day, 6 days a week, and to maintain win-
dow service at over 30,000 post offices, 9 hours
or more a day, 5 or 5% days a week. Likewise,
some minimum level of truck transportation
between post offices must be maintained to
meet delivery performance standards, regard-
less of whether the trucks are carrying several
dozen or several thousand letters. Labor cur-
rently accounts for about 85 percent of USPS
costs and transportation about 7 percent
(largely for trucks and other postal vehicles,
plane and rail transportation). Thus, from this
perspective, it is not clear that fixed costs
could be reduced substantially without cutting
service levels.

In sum, any projections of USPS revenues,
costs, and rates are difficult at best, given:

1. the complexity of USPS revenue and cost
relationships;

2. the fact that costs obviously vary by type
of mail route (e.g., urban, suburban, rural),
although USPS does not collect such cost
data;

3. the problem of how to assign common
costs properly to different mail services;

4. the uncertainty in determining what costs
are variable with volume changes over
various time periods; and

5. the uncertainty over future costs, rates,
and volumes of Generation Il EMS.



Ch. 1—Summary .7

Labor Requirements

USPS is a labor-intensive organization, with
labor representing about 85 percent of total
USPS costs. By making assumptions about
the kind of service provided by USPS, the divi-
sion of labor among its employees, and their
productivity, it is possible to estimate the
labor requirements for projected future mail
volumes.

For the purposes of this labor force analysis,
OTA assumed that the kind of service pro-
vided by USPS (service levels) would remain
constant. That is, there would be no change
in the number of delivery days (e.g., 6 days a
week), post offices (over 30,000), weekday win-
dow service hours (typically 9 hours), or city
and rural delivery points (over 84 million).

OTA calculated the division of labor among
USPS employees by assuming that each func-
tional group of employees would allocate their
time in the future the same as they do now.
That is, each employee group spends a certain
fraction of its time in activities that are in-
dependent of the volume of mail (“fixed
labor”); most groups also spend time in ac-
tivities that do vary directly with the volume
of mail (“variable labor”).

OTA estimated variable and fixed percent-
ages for each major group of USPS employees
from the USPS fiscal year 1980 Revenue and
Cost Analysis. The variable labor percentage
is based on the variable attributable cost from
the USPS analysis; the fixed labor percentage
on the sum of specific fixed attributable costs
plus all other institutional costs for each
employee group. The variable and fixed labor
percentages determined by OTA were re-
viewed with USPS and found to be reasonable.

The overall cost split for the entire USPS
labor force was calculated to be 61 percent
variable and 39 percent fixed. Individual
employee groups varied from those independ-
ent of USPS mail volume to those almost com-
pletely dependent on it. As of 1980, 14,268
employees, or about 2.1 percent of the total
USPS labor force, had no activities that varied

with mail volume. Included would be head-
guarters, regional, and inspection service
employees. On the other hand, almost all of
the activities carried out by clerks and mail
handlers varied with mail volume (86 percent
variable/14 percent fixed). In fiscal year 1980,
this group included 303,560 full- and part-time
employees, or about 45 percent of the total
1980 USPS work force of 667,000 employees.
The clerks and mail handlers would have lim-
ited participation in a Generation Il EMS
service, which would bypass many of the tradi-
tional mail sorting and processing functions
performed by clerks and handlers. The hard-
copy output of Generation Il EMS would still
require physical delivery by city or rural
carriers.

Most other employee groups fall in between,
having some activities that vary with total
USPS-delivered mail volume (conventional
plus Generation Il EMS) and some that do
not, but with a larger fixed component than
clerks and handlers. These would include su-
pervisory and technical personnel (48 percent
fixed), city delivery carriers (50 percent fixed),
maintenance personnel (about 55 percent
fixed), and rural delivery carriers (73 percent
fixed).

With respect to productivity, OTA assumed
an average labor productivity improvement of
1.5 percent per year as a baseline. For com-
parison, USPS labor productivity is credited
as increasing by roughly 3 percent annually
during the 1970's, as measured by the number
of pieces of mail per workyear. In fiscal year
1970, 741,000 postal employees delivered 85
billion pieces of mail, while in fiscal year 1980,
667,000 employees delivered about 106 billion
pieces. The 3-percent figure may not reflect
true labor productivity since service levels did
change. For example, mailbox collection fre-
quencies (per day) were generally reduced and
cluster boxes were substituted for home de-
livery in many new suburban residential de-
velopments. Still, between 1971 and 1980 the
number of city delivery points increased by
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about 21 percent and the number of rural de-
livery points increased by about 50 percent.
Even assuming that the 3-percent annual aver-
age during the 1970's is an accurate measure,
this does not appear to be a realistic expecta-
tion for the 1980’s in view of the fact that most
productivity improvement from automation
and mechanization has already been realized.
Even the expanded ZIP code program, known
as ZIP + 4, would realize a total labor pro-
ductivity improvement of only 2.3 percent, ac-
cording to USPS estimates.

Taking these variables together, and assum-
ing high but plausible EMS growth, OTA con-
cluded that the USPS labor force requirement
in 2000 is most likely to be roughly 20 to 25
percent below the 1980 level. This result is pro-
jected for the base case of 1.5-percent annual
labor productivity improvement and 2-percent
annual underlying mainstream growth, and
also for the cases of 3-percent productivity im-
provement/3-percent mailstream growth, and
O-percent productivity improvement/1-percent
mainstream growth. Under all three of these
scenarios, the need for significant labor force
reductions is not likely to be felt until the late
1980's and early 1990’s, but would increase
guite rapidly thereafter.

Whatever the level of reductions, they are
not likely to be spread evenly among all em-

Policy

The OTA analysis indicates that, regardless
of what role USPS plays in Generation Il elec-
tronic mail, reductions in USPS-delivered mail
volume due to diversion to Generation 11l
EMS and EFT could reach significant levels
by 2000. The threat to USPS-delivered mail
could come even sooner if Generation 11l EMS
services (all-electronic) develop faster than cur-
rently anticipated, if the underlying growth
in the mainstream is less than the historical
average, or if diversion of second- and third-
class mail to alternative (nonelectronic) deliv-
ery services increases significantly beyond cur-
rent levels.

ployee groups. The post office clerks and mail
handlers group would be expected to be hit the
hardest, losing perhaps two-fifths of their 1980
complement by 2000. Post office supervisors
and city delivery carriers could, by 2000, be
reduced by about one-fifth and rural delivery
carriers by about one-tenth of their 1980 com-
plements.

Whether or not these labor force reductions
could be handled through attrition depends
largely on future USPS retirement, quitting,
and new hire rates. But the uneven impact of
reductions on various employee groups makes
this unlikely. In addition, the uneven distribu-
tion of minority employment among employee
groups raises the possibility that such reduc-
tions may fall disproportionately on black and
perhaps other minority employment. For ex-
ample, as of late 1978, the mail handlers,
whose employment would be reduced the
most, had one of the highest percentages of
black employment. Involuntary labor force re-
ductions in this area, if needed, would likely
raise some difficult social and political issues.

Overall, the impact of labor force reductions
on promotion opportunities, upward mobility,
employee morale, and union contract negotia-
tions could be significant. These areas warrant
further study.

Implications

Although a USPS role in Generation Il
EMS has the potential to provide a volume
and revenue “cushion” to partially offset re-
ductions in conventional mail volume and rev-
enue, there is little consensus among USPS
and major stakeholders on exactly what the
USPS role should be in the provision of Gen-
eration Il EMS.

The market penetration results indicate that
USPS-delivered mail volume (conventional
mail plus Generation Il EMS hardcopy out-
put) is one key factor in considering a USPS
role in Generation Il EMS. USPS-delivered
volume is a function in part of the rate of
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Generation Il EMS growth. Assuming that
USPS delivers Generation I EMS hardcopy
output, the faster the rate of growth (and the
earlier the takeoff), the larger the Generation
I1 EMS volume and USPS-delivered volume.
There is currently little agreement on which
USPS role would contribute the most to Gen-
eration 1l EMS growth and volume.

The revenue/cost results indicate that Gen-
eration Il EMS cost displacement and con-
tribution to covering USPS fixed costs are also
key factors in considering a USPS role. The
greater the cost displacement (avoidance of
conventional mainstream costs) and contribu-
tion to covering USPS overhead, the less likely
the need for service (and/or labor) reductions.
Mailgram apparently provides both a substan-
tial cost displacement and contribution to
fixed costs; it is not clear whether E-COM
would do likewise at current rates and in its
present configuration. All parties, including
USPS, agree that the RCA cost estimates pre-
pared for the Electronic Message Service Sys-
tem in 1977 and the original E-COM cost es-
timates prepared for the Postal Rate Commis-
sion in 1978 are now outdated. If E-COM is
to be fully evaluated and its role in USPS’
future understood, a comprehensive cost re-
view of E-COM is needed.

In contrast, there is general agreement that
USPS participation in Generation Il EMS
would generate only a relatively small number
of new jobs. An estimated 200 persons (125
operations, 50 maintenance, 25 marketing and
administrative) currently work on E-COM. A
fully deployed service (at 150 serving post of-
fices (SPOs) rather than the current 25) is es-
timated to require perhaps 2,000 persons. The
additional volume from USPS delivery of Gen-
eration 1l EMS hardcopy output could help
to offset some of the reductions in the existing
labor force that will be necessary if the pro-
jected decline in USPS-delivered mail materi-
alizes.

Based on interviews with many of the stake-
holders and a comprehensive review of the his-
torical record, OTA has concluded that absent
congressional action, the controversy over the

USPS role in EMS is likely to continue indef-
initely. The fairness and legality of a USPS
role in EMS, the impact on innovation and
competition in the EMS industry, and implica-
tions for EMS privacy and security continue
to be in dispute. Although the U.S. District
Court of Appeals has denied a Department of
Justice petition to block E-COM, further reg-
ulatory proceedings are anticipated and addi-
tional legal actions are possible.

With continuing uncertainty over the future
of E-COM, and in general over the USPS role
in EMS, the prospects for a successful USPS
entry into domestic EMS services are uncer-
tain. This affects both USPS and its potential
competitors in the private sector. Some firms
have indicated to OTA that they are reluctant
to make any major commitments until they
are certain what role USPS is going to have.
Meanwhile, most private sector R&D efforts
are going into Generation Il EMS, which
would completely bypass USPS. In addition,
given the continuing adversarial atmosphere,
USPS is unable to establish effective working
relationships with many private carriers and
potential Generation Il EMS users.

Should Congress wish to take action, there
are several possibilities: 1) provide a clear
direction for USPS involvement in EMS; 2) re-
duce or eliminate further regulatory and ju-
dicial delay; 3) strengthen privacy and security
protection; and 4) maintain oversight and in-
itiate planning on USPS long-term viability.
These possibilities are outlined below.

Provide a Clear Direction for
USPS Involvement in EMS

There is a range of alternatives for a USPS
role in EMS:

1. no real involvement other than delivery
of Generation Il EMS hardcopy output
when deposited into the mainstream;

2 delivery of all hardcopy output when con-
veyed over postal roads;

3 hardcopy delivery plus location of
carrier-provided EMS terminal equip-
ment on USPS premises (as in Mailgram);
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4. the current E-COM role or variations of
it (e.g., the use of logo envelopes to retain
carrier and mailer identities);

5. involvement in the telecommunication
portion of EMS as well-as printing, envel-
oping, and delivery; and

6. involvement in Generation Il EMS as
well (e.g., through lease or contract with
private industry).

Each of these alternatives is technically
feasible. In evaluating each, Congress may
wish to take into account some or all of the
following broad considerations:

+ the extent to which each alternative
would contribute to Generation Il EMS
growth and volume;

+ the extent to which each alternative
would favorably affect USPS finances,
i.e., EMS cost displacement and contribu-
tion to covering USPS fixed costs;

+ the extent to which each alternative,
through creating new jobs and increasing
USPS mail volumes, would defer or par-
tially offset labor reductions that might
otherwise be necessary;

+ the extent to which each alternative
would provide incentives for marketing
by USPS and/or private firms;

+ whether changes in the Postal Reorgani-
zation Act are needed to permit more flex-
ibility in the USPS decisionmaking proc-
ess (including regulatory review) with re-
spect to USPS involvement in EMS;

+ whether the term “demonstrated need”
for USPS to contract with a telecommu-
nication carrier to transmit messages elec-
tronically on behalf of USPS needs to be
clarified; and

« whether or not there are any conditions
that would constitute demonstrated need
for USPS involvement in electronic deliv-
ery (presumably by contract with private
Generation 111 EMS firms); for example,
in geographic areas where conventional
mail service could no longer be main-
tained at present levels.

With regard to E-COM itself, Congress may
wish to review the following specific issues:

+ whether or not space should be provided
in SPOs for carrier output equipment;

« whether or not the technology selected by
RCA for E-COM is the best available;

+ whether technical modifications to the
current E-COM interconnection arrange-
ment could permit more total lines (and
at what cost) for carrier and user access,
and whether alternative access allocation
schemes should be considered; and

+ whether E-COM performance standards
and design should be modified to guaran-
tee 1-day delivery.

Reduce or Eliminate Further
Regulatory and Judicial Delay

The most important action Congress can
take to reduce delay is to provide clear direc-
tion for USPS involvement in EMS. A note
of caution is in order. If the direction set out
is not well understood and does not reflect a
substantial consensus, further regulatory dis-
putes and litigation could result.

Additionally, Congress could:

+ clarify the applicability of the Private Ex-
press Statutes to delivery of Generation
Il EMS hardcopy output;

+ delineate the division of regulatory juris-
diction between the Postal Rate Commis-
sion and the Federal Communications
Commission; and

+ decide on the desirability of a separate
USPS entity for any EMS offering.

Strengthen Privacy and
Security Protection

Privacy protection in a USPS EMS service
is a continuing issue. Preliminary discussions
with USPS indicate that while the E-COM
equipment is apparently physically secure, the
potential for security breaches does exist. User
account numbers are visible on the outside of
E-COM envelopes. When combined with an ac-
cess code and familiarization with the E-COM
technical interconnection standards, this in-
formation would permit unauthorized use of
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E-COM. Incoming messages are stored for 1
week in computer memory or on magnetic
tape, providing another target for security
violations. These archived messages could also
be tapped via the management information
system, since the E-COM computers in the 25
centers are connected electronically with this
system.

Congress may wish to consider: 1) whether
an independent review of E-COM security is
warranted to ensure that adequate security
measures are in place to protect the privacy
of EMS messages, and 2) whether the Postal
Act and/or Communications Act should be
amended to provide additional statutory pri-
vacy protection (including the possible man-
dating of data encryption to provide additional
technical privacy protection).

Maintain Oversight and
Initiate Planning on USPS
Long-Term Viability

Although the immediate focus is on E-COM,
and on providing a clear direction for USPS
involvement in EMS and resolving current
regulatory problems and delays, EMS issues
are likely to be with Congress for many years,
driven by the impact of EMS on USPS, the
role of USPS in EMS, and the broader impact
of EMS on American society and the public
at large. For a discussion of these broader im-
pact areas, see the related OTA report on Com-
puter-Based National Information Systems
(1981). Within this context, Congress will need
to maintain oversight and initiate planning on
USPS long-term viability.

The following areas warrant further study:

. USPS initiatives designed to develop im-
proved working relationships with private
telecommunication and computer firms;

+ joint technical and market tests with pri-
vate firms to evaluate various EMS alter-
natives;

+ use of EMS to help USPS maintain ade-
quate service levels to rural and less pop-
ulated areas;

+ use of EMS to help USPS offset the re-
duction (or elimination) of the revenue for-
gone subsidy (which is provided to offset
revenue losses from mail service provided
at reduced rates) and permit continuation
of a lower rate to nonprofit and educa-
tional organizations;

* use of EMS in the future in combination
with the USPS infrastructure (perhaps
scaled down) and delivery network to pro-
vide other Federal Government services
(e.g, printing and delivery of forms and
documents); and

+ USPS long-range planning on the possi-
ble need for labor force reductions, job re-
training, adjustments in retirement and
new hire rates, and implications for union
contract negotiations.

In view of aggressive private sector Genera-
tion 111 EMS activity and the continuing eco-
nomic trends that work in favor of electronic
mail and against paper-based mail, it seems
clear that Congress and USPS should begin
planning now for the future viability of USPS.
Changes are taking place so fast in the so-
called “communications revolution” that by
the time USPS might actually experience sig-
nificant impacts on mail volume, most oppor-
tunities for participation in EMS will have
passed and it will be much more difficult to
adjust.



