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To the President of the United States, the United States Congress, the Members of the Postal Community,
and the American people:

For eight months, the Leadership Team of the United States Postal Service and its Board of
Governors have worked to craft a plan that will take this organization into its fourth decade and the
21st century. The Governors have endorsed this strategic document, mandated by the Government
Performance and Results Act. Now | am proud to share it with you.

The Postal Service’s five-year strategic plan, which commences with the 1998 fiscal year, reflects a
process of data-gathering, analysis, and decision-making that has taken place within the most challenging
environment the United States Postal Service has experienced since its inception. Sophisticated competi-
tion, substitute technologies, globalization and heightened customer expectations have led us to direct the
Postal Service onto a transformational path of process improvement, greater productivity and a commit-
ment to product and service innovation. Only by traveling such a path — one that will take us to both
revenue growth and cost containment — will the Postal Service’s ability to achieve its historic mission of
reliable, efficient universal postal delivery service be ensured.

As our plan indicates, this journey begins with the establishment of goals that delineate the progress
we intend to make to satisfy our customers, to improve our organizational effectiveness and to strengthen
our financial viability. Predicting the future is a role perhaps better played by soothsayers than Postmasters
General, but I believe that hard-copy communications will be a mainstay of the American economy in the
decade ahead, and, in partnership with new electronic technologies, can grow dramatically in support of
global commerce. That’s a future where we can find success.

Achieving these goals, and the new ones we set for ourselves over the next five years, is a prerequisite
for that success. From now until 2002, the Postal Service will use a variety of metrics — percentage of on-
time deliveries, revenue and market-share increases, labor costs, productivity analyses and customer sur-
veys — to determine our progress towards these goals. We are confident that the data-driven results will
showcase a transformation in the way we deliver and add customer value. The establishment of that value
is the vision guiding our renewed sense of mission.

My confidence in our ability to realize these goals is due in no small part to our two-year-old
Malcolm Baldrige Award criteria-based performance management system — CustomerPerfect! This system
raises our performance targets each year and assures that we guide our planning by listening to customers
who are telling us to improve current products and services and to introduce new ones. So, too, is this
plan a result of listening — to our employees, our business partners and our stakeholders and customers,
the American public. In the year ahead, we will keep listening, for this plan is not a static collection of
words on paper. It is — and will be — a living document that delivers us into the 21st century.

.I'-__.-“___l

e
Marvin Runyon
Postmaster General

475 LENFANT PLAzA SW
WasHINGTON DC 20260-0010
202-268-2500

Fax: 202-268-4860



UNITED STATES POSTAL SERVICE BOARD OF GOVERNORS

Tirso del Junco, M.D., Chairman
Sam Winters, Vice Chairman

Susan E. Alvarado

Legree S. Daniels

Einar V. Dyhrkopp

S. David Fineman
Bert H. Mackie

Ned R. McWherter
Robert F. Rider

Marvin Runyon, Postmaster General and Chief Executive Officer
Michael S. Coughlin, Deputy Postmaster General

UNITED STATES PosTAL SERVICE OFFICERS

MANAGEMENT COMMITTEE:
Marvin Runyon,

Postmaster General and

Chief Executive Officer

Michael S. Coughlin,
Deputy Postmaster General

William J. Henderson,
Chief Operating Officer and
Executive Vice President

Allen R. Kane, Chief
Marketing Officer and
Senior Vice President

Michael J. Riley,
Chief Financial Officer
and Senior Vice President

OTHER OFFICERS:

David C. Bakke, Vice President,
Area Operations —
Southeast Area

Nicholas F. Barranca, Vice
President, Operations Support

William J. Brown, Vice
President, Area Operations —
Mid-West Area

James A. Cohen, Judicial Officer

William J. Dowling,

Vice President, Engineering
Mary S. Elcano, Senior Vice

President and General Counsel
Patricia M. Gibert,

Vice President, Retail

James F. Grubiak, Vice
President, International Business

Robert F. Harris,
Vice President,
Diversity Development
Gene R. Howard,
Vice President, Area
Operations — Pacific Area
Kenneth J. Hunter,
Chief Postal Inspector
John F. Kelly, Vice President,
Area Operations — New York
Metro Area
Charles K. Kernan,
Vice President, Area
Operations — Southwest Area
Robert Krause, Vice President,
Core Business Marketing

Clarence E. Lewis, Jr., Vice
President, Area Operations —
Allegheny Area

Norman E. Lorentz,
Vice President, Quality

Yvonne D. Maguire, Vice
President, Human Resources

Joseph J. Mahon, Jr.,
Vice President, Labor Relations

Henry A. Pankey, Vice
President, Area Operations —
Mid-Atlantic Area

M. Richard Porras,
Vice President, Controller

Darrah Porter, Vice President,
Strategic Initiatives

Robert A. F. Reisner,
Vice President,
Strategic Planning

Gail G. Sonnenberg,
Vice President, Tactical
Marketing and
Sales Development

Larry M. Speakes, Senior
Vice President, Corporate
and Legislative Affairs

Jon Steele, Vice President,
Area Operations —
Northeast Area

A. Keith Strange,
Vice President, Purchasing
and Materials

Rudolph K. Umscheid,
Vice President, Facilities

Craig G. Wade, Vice
President, Area Operations —
Western Area

James C. Walton, Vice
President, Workforce Planning
and Service Management

John H. Ward, Vice President,
Marketing Systems

John R. Wargo, Vice President,
Customer Relations

J. T. Weeker, Vice President,
Area Operations —
Great Lakes Area

Richard D. Weirich, Vice
President, Information Systems

MANAGEMENT ASSOCIATIONS AND UNIONS

Hugh Bates, President,
National Association
of Postmasters of the
United States

Moe Biller, President,
American Postal Workers
Union, AFL-CIO

William Brennan, President,
National League of
Postmasters of the United States

Steve Smith, President,
National Rural Letter
Carriers’ Association

OFFICE OF THE BOARD OF GOVERNORS

Karla W. Corcoran,
Inspector General

1 UNITED STATES POSTAL SERVICE FIVE-YEAR STRATEGIC PLAN

Vincent Palladino, President,
National Association of
Postal Supervisors

William Quinn, President,
National Postal Mail
Handlers Union

Thomas J. Koerber,

Vincent R. Sombrotto,
President, National
Association of Letter
Carriers, AFL-CIO

Secretary to the Board of Governors



CONTENTS

Letter from the Postmaster General ...........ccccooveiiiiiiciiieneneieen,
EXECULIVE SUMMAIY ....c.viiiiiiiiiiiieiei e V
I. The Mission: Prompt, Reliable, Efficient Universal Service ........ 1
I1. The Organization Today: The Postal Service
and Its ENVIFONMENT .........ooiiiiiiiiie e 7
INEFOAUCTION ... s 7
The Organization .........ccocoooveenenie e 8
Mail MOIUME ... 8
Products, Market Share, and Competition...............c......... 10
The WOTKFOICE ... 14
ReGUIALION ... 14
I11. Where the Postal Service Is Going: Goals for 2002................ 17
INEFOAUCTION ... 17
Corporate Goal Categories: The Three-Voice Structure.....18
Voice of the Customer: Customer Satisfaction................... 19
Voice of the Employee: Organizational Effectiveness......... 20
Voice of the Business: Financial Performance..................... 22
The Growth Goal in Perspective.........ccccvvvviiveiiveiieiineinnns 26
IV. Challenges and External Factors..........ccoocovoviveieneireiieneennn 29
Regulatory ConStraints..........ccocveererreeneneseeeescsee e 29
TeCNOIOGY ... 31
COMPELITION ... 32
Changing Customer EXpectations.............cccccevevveviervennnn, 33
The Challenge of Performance Management.................... 34
V. How the Postal Service Is Going to Get There:
Organizational Srategies .........cccovevrerereiesire s 37
INErOAUCTION ...oveieccee e 37
Voice of the Customer: Establish Service
Excellence and Create Unique Value for Customers........... 38
\oice of the Employee: Establish a Performance Culture.......41
Voice of the Business: Growth, Positive Net Income,
and Cost Management for Commercial Viability .............. 44
V1. How the Postal Service Will Measure Its Progress:
The Performance Management System.........c.ccceevvvevveriennnn. 53
The CustomerPerfect! Management System...........c.cccocveuee 54
The Annual Performance Plan..........ccccoovveiiiiienc i 56
Economic Value Added..........cccoooviieieniiiiiecceeeee e 56
Process Management ...........ccvevveeiiniininieeeee e 57
VII. Consultations with Stakeholders...........cccccovvevviiiiiiiiiienne. 59
OULIEaCH PrOCESSES ....c.veuvevieririeiie et 59
Stakeholder RESPONSES ........cveiveiveiieiieie e 61
Summary of Stakeholder ISSUES..........cccvevverveieeiirerieeiienn, 62
Incorporating Stakeholder Comments ...........ccccveveeiriennns 63
Appendix A: Stakeholder Involvement ............ccccoeoviiiineicinnnne Al
Appendix B: Economic Planning AsSUmptions............ccccveeeene. Bl
Appendix C: Postal Office of Inspector General Audits............... C1






he reinvention of the United States Postal Service is well underway. Driven by

the imperative to meet customer requirements, the Postal Service has stepped

onto a path of continuous improvement that leads, over the next five years, to

growth, greater productivity, effective cost management and unique customer
value. Transformational as this journey will be, at its end the Postal Service will remain
the two-century-old provider of universal postal service at uniform rates for the American
people and their businesses and institutions.

Strategic planning is a critical part of this effort, and is a central component in the
Postal Service’s CustomerPerfect! performance management system. This system comple-
ments the Government Performance and Results Act of 1993 (GPRA) and supports the
law’s mandate to establish a set of measurable goals to uphold the Postal Service’s mission
and to define underlying strategies to achieve those goals. This five-year strategic plan
describes the Postal Service mission, the goals the Postal Service expects to meet over that
period, the strategies it will use to reach these goals, and the performance management
system that will evaluate progress. In those strategies listed below, and described in detail
in the plan itself, the core principle endorsed by the organization is that the customer
value that the Postal Service’s transformation creates will drive the growth that the organi-
zation requires to deliver reliable, secure, prompt and cost-effective universal service.
Because the Postal Service has committed to continuous improvement, these goals and
strategies will be under constant review. This strategic plan will be updated each year with
the publication of an annual performance plan and an annual performance report, and
every three years, or more often when needed, a new strategic plan will be published.

THE MissION

The mission of the United States Postal Service is set forth in the opening paragraph of
the 1970 Postal Reorganization Act: “The Postal Service shall have as its basic function
the obligation to provide postal services to bind the Nation together through the per-
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THE UNITED STATES
PosTAL SERVICE’S
FUNDAMENTAL GOALS
ARE TO SATISFY THE
CUSTOMER, IMPROVE

EMPLOYEE AND

ORGANIZATIONAL
EFFECTIVENESS, AND
IMPROVE FINANCIAL

Vi

PERFORMANCE.

sonal, 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.”

That fundamental mission has not changed, and today is supported by a vision
statement that Postal Service products and services will be recognized as the best value in
America; that the Postal Service will evolve into a premier provider of 21st century postal
communications; and that the Postal Service will be the most effective and productive
service in the Federal government and markets that it serves. The organization defines
its guiding principles — or values — as “People, Customers, Excellence, Integrity and
Community Responsibility.”

THE GOALS

The United States Postal Service’s fundamental goals are to satisfy the customer, improve
employee and organizational effectiveness, and improve financial performance. The Postal
Service categorizes these goals as “voices” to emphasize that the Service is driven by and
focused on data and input gathered from the marketplace and employees. The goal cate-
gories are Voice of the Customer, Voice of the Employee and Voice of the Business. The
Voice of the Customer goal category centers on customer satisfaction and the achieve-
ment of superior customer value in targeted markets. The Voice of the Employee goal
category focuses on organizational and individual effectiveness, or aligning human
resources with business objectives by having the right people in the right place with the
right tools at the right time. The Voice of the Business goal category focuses on financial
performance to assure commercial viability and bottom-line results. Specific performance
goals have also been established for each of the Voice goals. For each performance goal,
indicators and performance targets have been set or are in development, and progress will
be measured against them.

Voice of the Customer Goals. The corporate goal is to improve customer satisfac-
tion by offering superior customer value in each market and targeted customer segment.
Performance goals to achieve that broad goal are to provide timely delivery; to provide
consistent service; to offer accurate service; to assure that service is affordable; and that
the service is easy to use.

Voice of the Employee Goals. The corporate goal is to improve employees’ and
organizational effectiveness by having the right people in the right place with the right
tools at the right time to provide superior customer value consistently and ensure com-
mercial viability in a dynamic market. Performance goals to achieve that broad goal are to
ensure that employees demonstrate the required proficiencies for their assigned work; to
anticipate complement needs and deploy people to meet organizational requirements; to
ensure a safe work environment; and to enhance the workplace environment to improve
relationships with employees.

Voice of the Business Goals. The corporate goal is to improve financial performance
to assure commercial viability as a service provider for the worldwide movement of mes-
sages, merchandise, and money. Performance goals to achieve that broad goal are to grow
volume from existing or enhanced products and services; to grow net income from new
products and services; to control costs through re-engineering, decreasing rework and cycle
time, process management, and substituting capital for labor; to control costs by achieving
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productivity gains; to use pricing as a competitive tool while keeping rate increases below
the rate of inflation; and to restore equity.

THE CHALLENGES

There are a number of challenges and external factors that could affect the success of the
five-year plan. Federal regulations set forth in the Postal Reorganization Act of 1970 pre-
vent the organization from offering products and services with prices and characteristics
that compare favorably with competitive offerings. These regulations constrain the Postal
Service’s ability to respond to rapidly-changing market conditions and to control costs.
New information technology — the Internet and its World Wide Web, e-mail, electronic
commerce and electronic data exchange — has fundamentally altered consumers’ choices
and expectations. Thirty-eight billion pieces of First-Class Mail and $6 billion are directly
at risk to electronic diversion. New competitors, such as those that foster connectivity, pri-
vacy and security, convenience, and money or banking capabilities, will gain market share.
A more sophisticated consumer is emerging in the United States. Because of the growing
diversity of customer interests served by the Postal Service, consensus on what constitutes
success is difficult to achieve. Finally, legislative reform has been proposed. The outcome of
that proposal could alter the fundamental legal structure of the organization.

THE ORGANIZATIONAL STRATEGIES

To grow through the creation of unique value represents an explicit choice. It demands
discipline, priorities and a focus on customer requirements. Four core strategies drive the
growth principle — commit to customer service excellence; practice aggressive cost manage-
ment; become a 21st century growth company; and create unique customer value. All must
be implemented in a manner that fosters alignment with the \Voice goals.

The Postal Service will implement these strategies by providing better operating
performance and more effective management of customer contact operations. Employee
effectiveness will be improved by focusing new resources on training, complement deploy-
ment and efforts to enhance the workplace. The organization will work aggressively to
control costs through a combination of productivity gains, improvements to make best use
of key human resources and unit cost management of all resources.

Voice of the Customer Strategies. The principal strategies are to establish service
excellence and to create unique customer value.

The strategic efforts supporting this goal focus on improving operational performance.
Specific strategies include a focus on improving transit time; redesign of customer contact
and access through three major customer service channels — retail/residential, large mailers,
and medium and small mailers; expanded use of information technology; consumer protec-
tion focus; and product and service innovation.

Voice of the Employee Strategies. The principal strategy is to establish a perfor-
mance culture while improving the quality of the workplace environment.

The specific strategies include improving workplace safety; enhancing the workplace
environment; leveraging diversity; enhancing employee skills; aligning human resources
systems with organizational requirements; establishing an incentive compensation plan;
performance management; and improvement of labor/management relations.

EXECUTIVE SUMMARY
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VIII

Voice of the Business Strategies. The principal strategies are to promote growth;
to generate positive net income; and to manage costs aggressively to ensure commercial
viability and establish financial integrity.

Specific revenue growth and positive net income strategies include organizational
alignment and establishing “line of sight” to the customer; core business marketing;
pricing; revitalization of retail and stamp services; expansion of parcel and expedited
services; expansion of international mail; and new product and service innovation.

Specific cost management strategies include the reduction of labor intensity; the
reduction of cost per work hour; the reduction of transportation costs; focus on delivery;
increased productivity; and an aggressive five-year $14.3 billion capital investment plan.

The capital investment plan will concentrate resources in two broad categories: new
technologies that produce labor savings or achieve cost avoidance, and customer service
programs that generate revenue or enhance competitiveness in the marketplace. Under
this plan, $5.6 billion would be spent on facilities; $4.8 billion on automation and mech-
anization; $431 million on vehicles; $933 million on retail equipment; and $2.5 billion
will be spent on postal support equipment. Ensuring commercial viability and programs
to protect revenue and restore equity will place the financial integrity of the postal system
on a par with America’s most respected business enterprises.

The strategies will be periodically reexamined as part of the planning process.
Strategic refinements will be published in future editions of the plan.

MEASUREMENT AND MANAGEMENT

CustomerPerfect! is the Postal Service’s Malcolm Baldrige Award criteria-based manage-
ment system. Its annual planning cycle establishes Voice goals, performance goals,
business strategies and measures of performance — both indicators and targets.

CustomerPerfect! includes a number of features that are critical to balancing the
multiple needs of senior management, line management, governance of the business and
fair evaluation of performance. Outside professional research services are used to gather
objective external service performance data on which to base evaluation. External mea-
sures of performance are used to provide a snapshot of the consumer’s perspective on
service, and internal process drivers are being developed to provide internal line managers
with the ability to manage performance to improve against these measures. The Board
of Governors receives periodic reports on the performance measures and reviews the
match between the measures and the strategic direction of the organization. Finally, the
performance measurement system provides a systematic ongoing process of goal setting,
resource deployment and review so that there is an opportunity to make corrections and
to improve over time.

Economic Value Added (EVA) calculations provide the basis for incentive manage-
ment. The EVA system is intended to provide employees with a clear and powerful measure
of their ability to improve bottom-line economic performance. Finally, process management
is being introduced to provide a data-driven, proven methodology for making improve-
ments in all parts of the business, from the shop floor to top management.

UNITED STATES POSTAL SERVICE FIVE-YEAR STRATEGIC PLAN



CONSULTATION WITH STAKEHOLDERS

As required by GPRA, the Postal Service engaged in consultations with stakeholders,
including customers who ranged from individuals to large mailers. In addition to the
extensive customer contact processes that are employed by the Postal Service in the course
of everyday business to provide ongoing information about customer priorities, the plan-
ning process used media ranging from letters, Customer Advisory Councils and trade
publications to the Federal Register and the World Wide Web to gather comments. The
inputs and data collected in those consultations and in consultations with Congress, the
National Performance Review and other Federal agencies have been incorporated

into this plan. This planning process, now formalized by GPRA, will be the start of an
ongoing consultation process in the future.

In sum, this GPRA-mandated plan provides a concise description of the strategic direction of the
United States Postal Service, one of the central institutions in American society and commerce.
Steered by a 200-year-old mission to provide a communications infrastructure that can bind the
nation together, the modern Postal Service performs the vital task of providing communications
access to all Americans in every community while sustaining its operations in an economically
self-sufficient manner. For the next five years the Postal Service will follow a path leading to
performance goals shaped by this historic mission, and by the organization’s best understanding
of how to fulfill it in a complex, changing environment. Strategies guiding this journey will
focus on achieving growth by providing increasing value created by offering customers excellent
service at increasingly affordable prices. Progress will be measured in an organization driven by
and compensated for performance.

As certain and clear as this path is, the future is not. Ten years from now, this same envi-
ronment may be transformed by technologies in their infancies today. Ten years from now, the
United States Postal Service mission responsibilities may be met only by a new understanding of
universal service, access, and how best to deliver them. A decade from today, the Postal Service
may have embraced technologies and systems as dramatically different as jet airplanes and robotic
package sorters would have seemed to the 19th-century letter carrier.

Because this five-year plan is a living document, conceived to be flexible and adaptive to
such environmental shifts, these challenges and external factors will be examined, weighed and
— where appropriate — addressed in the years ahead. Ultimately, the philosophy underlying
this plan, these goals, and their strategies is to create unique customer value as the Postal
Service grows, improves and strengthens its financial foundation. This is a philosophy that
embraces change. Because, in change, there will be opportunity for the United States Postal
Service to serve its customers better.
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“TO PROVIDE EVERY HOUSEHOLD AND

BUSINESS ACROSS THE UNITED STATES
WITH THE ABILITY TO COMMUNICATE
AND CONDUCT BUSINESS WITH EACH
OTHER AND THE WORLD THROUGH
PROMPT, RELIABLE, SECURE AND ECO-
NOMICAL SERVICES FOR THE COLLEC-
TION, TRANSMISSION AND DELIVERY

OF MESSAGES AND MERCHANDISE.”

— THE UNITED STATES POSTAL

SERVICE'S STATEMENT OF PURPOSE.




|. PROMPT, RELIABLE, EFFICIENT
UNIVERSAL SERVICE

wo hundred and twenty-two years ago, before the thirteen colonies that became

the United States of America had declared their independence, the Continental

Congress created a postal system to help bind the emerging nation together, to

support the growth of commerce and to ensure a free flow of ideas and informa-
tion among its people. The Constitution of the United States stipulates that the Congress
shall have the power to create a network, consisting of “Post Offices and Post Roads.” That
network has grown with the nation and fueled the country’s expansion by providing uni-
versal communication services to a growing economy.

In 1970, recognizing that the Cabinet Department charged with carrying out the
critical responsibility of mail delivery was not operating in a reliable manner, the U.S.
Congress passed legislation to establish the United States Postal Service. This new entity
would be a redesigned government service, functioning as a responsible employer and ful-
filling its basic mission through businesslike operation. This basic mission of the Postal
Service was stated in the opening paragraph of the 1970 Postal Reorganization Act:

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. [Title 39, U.S. Code, Sec. 101(a).]

In the quarter century since its creation, the Postal Service has expanded to serve
the nation by incorporating advances in technology and human understanding that are

MissioN



developing at an ever-increasing rate. Binding the nation with prompt, reliable and
efficient service while remaining a viable self-financing entity continues to be the mission
as the Postal Service evolves.
The historic role of the Postal Service has contributed to the modern perception
of its mission. In many communities the post office is at the very heart of the town.
Although retail activity may sometimes move to a mall out near the interstate, there is
still great interest in keeping the post office open on Main Street as

DEFINING MISSION ATTRIBUTES an anchor for the community. In addition to the post office’s role as

2

Universal Service
-Access

a vital part of community life, the letter carrier is a familiar presence
in every neighborhood in America. The Postal Service has earned a
trusted place at the heart of the nation and its economy, while financ-

-Service to all communities ing its operations from its own revenue sources.*

Self-Supporting
Reasonable rates

Consistent with the statement in the Postal Reorganization Act,
Postal Service management adopted a formal mission statement (included
above as the “Statement of Purpose”) and a statement of vision. This mis-
sion — articulated in law, the Constitution, Supreme Court decisions and
200 years of precedent — is a statement of the reason for serving the American people. The
vision supporting this mission is to ensure that

« Postal Service products and services will be recognized as the best value in America;

e The Postal Service will evolve into a premier provider of 21st century postal commu-

nications; and

« The Postal Service will be the most effective and productive service in the Federal

government and markets that it serves.

In addition, management has adopted guiding principles — or values — which
define the character of the organization, committing it to “People, Customers, Excellence,
Integrity and Community Responsibility.”

In the quarter century since its creation, the Postal Service has expanded to serve the
nation by partnering with customers and investing in technology to service new customer
demands that are developing at an ever-increasing rate. Binding the nation with prompt,
reliable and efficient service, the mission of the Postal Service continues to evolve in antici-
pation of a changing communications marketplace in the 21st century.

Once the Postal Service could offer a single network service that had virtually no
competition, but today customers have many choices. The Postal Service — to fulfill
its mission and remain a self-financing entity — must provide its customers with a
competitively attractive alternative in addition to an increasingly productive one.

By law, the Postal Service is required to provide mail service to all communities at
uniform and reasonable rates. While the definitions of service required to carry out this
responsibility are a subject of important ongoing discussion with customers, the intent of
Congress is clear in reserving to the Postal Service the task of providing the nation’s infra-
structure for the delivery of hard-copy mail, both messages and merchandise. The actions of
Congress since the creation of the Postal Service, the Supreme Court’s affirmation of the
Private Express Statutes, and the law that only the Postal Service can deliver to a letter box

* The Postal Service does not depend on appropriations for its basic operations, but receives some funds for free and
reduced-rate mail. In fiscal year 1996, the Postal Service reported $56.3 billion in operating revenues, and $93 million
appropriated for free and reduced-rate mail.
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have established a broad and enduring special mission that is protected in service of the
public interest. As recently as 1991, the United States Supreme Court reaffirmed the Private
Express Statutes (Air Courier Conference of America vs. American Postal Workers Union, AFL-
CIQ, et al.), stating in its opinion that the Statutes “enable the Service to fulfill its responsi-
bilities to provide service to all communities at a uniform rate by preventing private couriers
from competing selectively on the Service’s most profitable routes.”

The Postal Service’s mission to provide services to every household and business in
America has become even more important just as it is being challenged by new technolo-
gies. The electronic age’s e-mail, fax, electronic data interchange and video have not yet
led to a replacement for mail, or an electronic infrastructure with that capability. While the
speed and convenience of new services are clearly appealing to some consumers, there are
drawbacks to the new technologies. Issues of personal privacy, the reliability of the service
and access to new services, among others, remain to be resolved. Federal and state regulators
are working to develop the policies that will govern electronic communications competi-
tion, pricing and service obligations. The future actions and investments of competitive
providers of service cannot be predicted. Nor will mass-market consumer reaction to the
new electronic information service choices be known in this decade.

Nevertheless, in the emerging electronic age in which some segments of the popula-
tion are changing the way they communicate and do business, the Postal Service’s infra-
structure must continue to innovate and respond to new customer requirements to meet
the mandate of its mission. Customers are seeking new postal services that will make the
core businesses easier to use. New reservation systems for mail entry that use smart forms
provide an example of such a service innovation. Research and development to create new
customer service channels may yield a platform for offering new electronic services if there
is customer demand for such service, and if acceptable arrangements are made with the
technology companies that develop and supply such services to the market.

More certain is that the Postal Service’s universal services are being offered in a com-
munications market increasingly characterized by information “haves” and “have-nots.”
A small but growing segment of the American people has access to electronic services and
shares the desire to use them. Another segment, much larger, either does not or cannot
use these new forms of communications. The role of the trusted universal service provider
will be increasingly important as the issue of access to information becomes more signifi-
cant. The reach of the Postal Service is achieved by its broad extension through nearly
40,000 post offices, stations, branches and contract outlets, and 219,000 city and rural
delivery routes into every community in America. The ability to provide access to all
Americans is an essential characteristic of the Postal Service’s presence in American life
and the economy. In the electronic age, providing access to communications that are
available to everyone at reasonable and uniform rates is a mission that will continue to be
one of the most critical functions of democracy.

During the comment and consultation process employed to develop this strategic
plan, customers, unions and management associations, and the public were asked to com-
ment on the importance of the mission of the Postal Service. Numerous comments were
received that were consistent with that of a customer on the Blue Ribbon Committee
advising postal management who said “...frankly, there is no alternative to the Postal
Service. We stand or fall together.”

IN MANY COMMUNI-
TIES THE POST OFFICE
IS AT THE VERY
HEART OF THE TOWN
ALTHOUGH RETAIL
ACTIVITY MAY SOME-
TIMES MOVE TO A
MALL OUT NEAR

THE INTERSTATE,
THERE IS STILL
GREAT INTEREST IN
KEEPING THE POST
OFFICE OPEN ON
MAIN STREET AS

AN ANCHOR FOR
THE COMMUNITY.
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In the future, issues will continue to arise about the way in which the Postal Service
should provide service, even if there is consensus that the service itself is critical. Beyond
concerns for efficiency, some would like to be able to bid to serve commercially-attractive
mail routes. Others would like to ensure that the Postal Service provides effective global
service. The National Performance Review has suggested that the role of the Postal
Service in an electronic age might include providing new trusted and secure services that
offer citizens access to government. Others who seek to provide electronic marketing ser-
vices have discussed the need to ensure that when orders are placed on the Internet, the
Postal Service will offer a vehicle to deliver those goods. Whatever the outcome of such a
debate, the fundamental mission of the Postal Service endures as it enters a new century
and creates new ways to offer value to customers.
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Il. THE POSTAL SERVICE
AND ITS ENVIRONMENT

INTRODUCTION
o frame the five-year strategic plan of the United States Postal Service properly, it
is necessary to understand the organization’s recent past and current business
environment. The world’s largest postal enterprise, and this country’s biggest
civilian employer, the Postal Service in the early nineties found itself facing stag-
nation and a mindset of entitlement, a situation common to many American businesses at
the time. Declining service and customer dissatisfaction had led to mounting negative
equity for its owners, the people of the United States of America.

Today, restructuring and other transformational e