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Mr •. Chairman and Members of the Subcommittee: I am pleased 

to have this opportunity to present my views regarding the 

1 The views expressed here are those of Chair•an Miller and do 
not necessarily reflect the views of any other Commissioner. 

1 



performance of the United States Postal Service (USPS) and the 

need for significant relaxation in current rules affecting the 

delivery of first-class mail. I would like to commend the Joint 

Economic Committee for addressing this important topic. As you 

know, it is quite broad and raises a number of complex ques

tions, some of ~hich have been addressed by officials of the 

Federal Trade Commission (FTC). 1 A logical approach to them 

would be to address first the legal and institutional history of 

what has become known as the "postal monopoly." From there I 

will proceed to a discussion of the reasons why controlling 

costs and setting prices has been so difficult since the 

creation of the USPS in 1970. 

Next, I will explore the inefficiencies created by the 

private express statutes, and explain why there is a need for 

1 Prior work in this area at the FTC includes the testimony of 
Timothy J. Muris, Director, Bureau of Consumer Protection, on 
"The Provision of Telecommunications and Information Services by 
the Federal Government in Competition with the Private Sector," 
before the Government Informati~n and Individual Rights 
Subcommittee of the Committee on Government Operations, u.s. 
House of Representatives, February 25, 1982. 

My own prior involvement in this area includes testimony 
before the Postal Rate Commission in Docket R74-l (1974), and co
authoring with Roger Sherman, "Has the 1970 Act Been Fair to 
Mailers?," in Roger Sherman (ed.), Perspectives on Postal 
Service Issues, American Enterprise Institute, 1980, pp. 53-69. 
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more competition in the provision of postal services. I will 

then discuss the likely ramifications of repeal of the 

strictures that grant USPS a monopoly on first-class mail. 

After that, I will address concerns about the possibility of 

harmful cross-subsidization, and also potential anti-competitive 

effects from USPS operations such as E-cOM (Electronic Computer-

Originated Mail). I will close with a series of recommendations 

on what the Congress might do in order to enhance competition in 

the postal area to the benefit of its customers--who are, after 

all, virtually every citizen of our country. 

Let me emphasize at this point that I have the greatest 

respect for the men and women of the USPS. My personal view is 

that Postmaster General Bolger is doing a commendable job in 

addressing the myriad of challenges he has to face. My intent 

is not to criticize the USPS, but rather to discuss possible 

ways we may all join together to improve postal service in this 

country. 

Postal History 

It would be useful to begin with a brief excursion into 

U.S. postal history. While the Constitution provides Congress 

with the power "to establish post offices and post roads,• it 
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does not require that the carriage of mail be a monopoly, mucb 

less a government monopoly. Nevertheless, perhaps because of a 

desire to unify a growing nation when there were possibly no 

private businesses capable of delivering mail throughout the 

several frontier states, 1 or because the provision of postal 

services had been a monopoly in England, 2 Congress passed 

temporary laws establishing the Post Office Department as a 

monopoly in 1789. Shortly thereafter, it enacted more 

comprehensive statutes limiting the private carriage of mail. 

These statutes reserved to the federal government the exclusive 

right to carry routinely letters for hire over post roads. 

Even though Congress sought to secure a postal monopoly for 

the government, private express businesses proliferated. These 

private firms used technological advances and gaps in legisla-

tion to compete directly with the government. Throughout the 

first half of the 19th century Congress regularly revised the 

1 See, ~· George L. Priest, "The History of the 
Postal Monopoly in the United States," 13 J.L. & Econ. 33, 51-68 
1973). But such justification would seem no longer applicable, 
if it ever was. The U.S. is a mature country with a nation-wide 
system of radios, television, newspapers, magazines, telephones, 
and other communications media. 

2 See, ~, R.H. Coase, "The Postal Monopoly in Great 
Britain: An Historical Survey," in Economic Essays in 
Commemoration of the Dundee School of Economics, 1931-1955, at 
25 (J.K. Eastham, ed. 1955). 

4 



postal laws in an effort to eliminate this competition. For 

example, an 1825 statute that prohibited anyone but Che 

government from carrying letters in vehicles over any post 

routes was amended two years later to prevent private 

entrepreneurs from carrying letters on horseback or foot. 

Ironically, the Pony Express, often used as a symbol of u.s. 

mail service, was not an invention of the u.s. Post Office, but 

was introduced by private postal companies that were, in turn, 

put out of business by the private express statutes. In 1845, 

Congress directly prohibited private express companies from 

carrying letters for hire, except in a few specific 

instances. 1 These private express statutes were recodified in 

1872 and, with a few modifications, are still law. 

In 1970 Congress reorganized the Post Office by creating the 

United States Postal Service as an independent, quasi-

governmental business, designed to make the delivery of mail 

more efficient and to make the Postal Service economically and 

politically independent. The postal monopoly for letters (first

class mail) was maintained. As before, the monoploy did not 

extend to newspapers and magazines (second-class mail), direct 

mail advertising (third-class mail) or parcels (fourth-class 

mail). 

1 5 Stat. 732 (March 3, 1845). 
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The Postal Service exercises considerable discretion in 

determining the extent of its monopoly over letters. 1 Thus, 

on the one hand, while it has "suspended" 2 its monopoly for 

certain letters ~such as time-sensitive materials which the 

present system is incapable of delivering on time), on the other 

hand it has expanded its monopoly by defining "letters" to 

include bills, receipts, IBM cards, magnetic cards, magnetic 

tapes, and other business documents. Recently, as new service 

areas such as express mail have developed, the Postal Service 

has typically first asserted that these new service areas fall 

within its monopoly and then announced a suspension of its 

monopoly with respect to~ aspects of the new service areas. 

1 The USPS currently defines a "letter" as any "message 
directed to a specific person or address and recorded in or on a 
tangible object." 39 C.P.R. S 310.l(a). Thus, letters include 
items as diverse as advertising posters, credit cards, data 
processing materials and computer tapes. 
2 The USPS has asserted that it has authority to exempt 
materials.from the operation of the postal monopoly pursuant to 
39 u.s.c. S 60l(b). Thus, the USPS defines its postal monopoly 
broadly to include materials (such as certain data processing 
materials, materials mailed within a college campus, etc.) but 
then "suspends" its monopoly over such materials, allowing 
private companies to carry such mail. 
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As you know, the Department of Justice has already questioned 

the propriety and wisdom of this process. 1 

At the time it attempted to depoliticize postal service, 

Congress structured the USPS as an independent establishment 

within the executive branch and eliminated the Cabinet-level 

Post Office Department. Under the statutory scheme, the USPS, 

its Board of Governors 2 and the Postal Rate Commission 

(PRC) 3 share responsibility for the mail classification 

schedule and postal rates and fees. The PRC was intended by 

Congress to provide an independent review of changes in postal 

rates and classes in order to protect the public interest. 

However, the PRC's power of review is limited since the Board of 

Governors can override the PRC's recommendation by unanimous 

vote. 

1 Comments of the Department of Justice, Re: Amendments to 39 
C.F.R. Parts 310 and 320: Proposed Revisions in the 
Comprehensive Standards for Permissible Private Carriage of 
Letters, u.s. Postal Service, March 13, 1979. 

2 The USPS has an eleven-person Board of Governors, nine of 
whom are appointed by the President and confirmed by the 
Senate. Those nine appoint the other two members of the Board, 
namely,·the Postmaster General and Deputy Postmaster General. 
Postal Reorganization Act of 1970, P.L. 91-375, Subsection 202, 
August 12, 1970, pp. 2-3. 

3 The PRC consists of five Commissioners, all of whom are 
appointed by the President and confirmed by the Senate. Postal 
Reorganization Act of 1970, P.L. 91-375, Subsection 3601, August 
12, 1970, p. 41. 
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