
1 
 

Before the 
POSTAL REGULATORY COMMISSION 

Washington, DC 20268-0001 
 

Notice of Market Dominant   : 
Price Adjustment    :   Docket No. R2019-1 
 
 

COMMENTS OF THE GREETING CARD ASSOCIATION 
 
 
I.  INTRODUCTION 
 
 The Greeting Card Association (GCA) files these comments pursuant to Order 

No. 4851.  GCA, which comprises about 200 greeting card publishers and other enter-

prises, is also the mailing industry trade association which speaks for the individual 

household mailer. 

 

 We recognize that in price-cap rate adjustment dockets, the Commission does 

not normally decide issues other than cap compliance, though it allows them to be 

raised.1  In this case, GCA is not taking issue with First-Class Mail cap compliance.  The 

radical changes the Postal Service proposes in First-Class rate design, however, call for 

discussion, even if they are not finally determined here.  The first issue is the unprece-

dented ten percent increase in the first-ounce stamp price.  This proposal, unsupported 

empirically and relying on insubstantial arguments, has ramifications throughout First 

Class, particularly as regards the Metered Letter differential; and these also require 

comment. 

 

II.  THE “DIVISIBLE BY FIVE” RATIONALE IS UNSUSTAINABLE 

 

 The Postal Service argues that it is 

 

                                                           
1 39 CFR 3010.11(c), (d), (k). 
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. . . deliberately setting the Stamped Letter, additional ounce, and nonmachinable 
surcharge prices at round numbers divisible by five, to better achieve the “sim-
plicity of structure” called for by Section 3622(c)(6).  This should facilitate con-
venience for retail customers, for whom a straightforward, understandable pricing 
structure is more important than it is for commercial customers, who do not rely 
on stamps.[2] 

 

This contention is untenable, for several reasons.   

 

A.  The “divisible by five” argument does not rest on customers’ views 

 

 It would be reasonable for an enterprise contemplating a drastic change in its 

pricing policies to investigate how customers would react to it.  The Notice in this case 

refers to no such investigation and gives no reason to believe that any was conducted. 

Worse, the Postal Service states that it intends to continue the “divisible by five” system 

into the future; it seemingly has made, not an ad hoc, but a long-term policy decision 

with no empirical support.3 

 

 It is not easy to find reasons for presuming that retail customers, who must surely 

be accustomed to paying $2.99 for a box of crackers, would find it substantially more 

convenient to pay a divisible-by-five price for a stamp (or a booklet or sheet). We say 

“substantially,” because the Postal Service seemingly expects them to buy this pre-

sumed convenience at the price of a ten percent rate increase.  Yet its argument ap-

pears to rest on no more than this dubious presumption.   

 

B.  The “divisible by five” initiative is not supported by history 

 

                                                           
2 Notice, pp. 6-7. 
 
3 The Postal Service states (Notice, p. 7) that reducing the extra ounce and non-machinable charges “mit-
igate[s]” the excessive increase in the first-ounce stamp.  But the claimed mitigation affects only a fraction 
– and not a large one – of Single-Piece Letters.  The three quarters of FY 2018 billing determinants filed 
in this Docket show Single-Piece Stamped additional ounces amounting to approximately 229 million 
pieces, out of 7,619 million Stamped letters – about three percent.  The principal beneficiary of the reduc-
tion seems to be the Metered Letter category, with 536 million extra ounces out of 5,086 million Metered 
pieces, or about 10.5 percent.  The non-machinable subcategory is even smaller: 39 million Stamped and 
22 million Metered letters, both well under one percent of the total. 
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 A review of the history of the first-ounce stamp since Reorganization shows that 

prices divisible by five have been, quite markedly, the exception rather than the rule.  

Table A, below, lists these rates along with their effective dates and the number of days 

each was in effect. Periods in which a “divisible by five” price was effective are shaded 

in yellow. 

 

Table A.  First-Ounce Letter Stamps Since Reorganization 

 

Rate ($) Effective date Days in effect 

 

0.08 5/16/71 1,021 

0.10 3/2/74 669 

0.13 12/31/75 880 

0.15 5/29/78 995 

0.18 3/22/81 214 

0.20 11/1/81 1,204 

0.22 2/17/85 1,141 

0.25 4/3/88 1,036 

0.29 2/3/91 1,428 

0.32 1/1/95 1,833 

0.33 1/10/99 728 

0.34 1/7/01 512 

0.37 6/3/02 1,313 

0.39 1/6/06 493 

0.41 5/14/07 364 

0.42 5/12/08 364 

0.44 5/11/09 986 

0.45 1/22/12 371 

0.46 1/27/13 364 

0.49 1/26/14 811 

0.47 4/16/16 281 

0.49 1/22/17 364 

0.50 1/21/18 371 

 

“Days in effect” for the present $0.50 rate are calculated using the proposed effective 

date of the R2019-1 rates as the termination.  Summing the effective days for the two 

types of rates shows that “divisible by five” first-ounce stamps were tariffed for 4,646 

days, or 26.185 percent of the total time since the Docket R71-1 rate change, and 

stamp prices not divisible by five were offered for 13,097 days, or 73.815 percent of that 
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time-span.  Of the post-PAEA rate adjustments, the two longest-lived produced first-

ounce stamps priced at $0.44 (986 days) and $0.49 (811 days).4 

 

 The mandate for “simplicity of structure,” now a sec. 3622(c) factor, has been 

part of the governing statute since Reorganization.  That for almost three-fourths of that 

history the Postal Service has successfully dealt with (and sometimes itself proposed5) 

first-ounce stamp prices not divisible by five suggests that this price characteristic has 

not been strongly associated with the simplicity mandate.  We discuss the broader sec. 

3622(c)(2) issue below. 

 

C.  The Postal Service’s statutory approach is misguided 

 

 As the passage quoted on page 2, above, makes clear, the Postal Service is re-

lying on a single paragraph of the statute to support the “divisible-by-five” principle.  

Sec. 3622(c)(6) replicates former 39 U.S.C. sec. 3662(b)(6).  It calls for 

 
[S]implicity of structure for the entire schedule and simple, identifiable relation-
ships between the rates or fees charged the various classes of mail for postal 
services. 

 

We may observe that a rule nominally6 governing one rate among the dozens of differ-

ent prices in First Class Letters/Postcards does little to promote simplicity of structure 

“for the entire schedule,” but that is not the most significant issue. 

 

 Sec. 3622(a) directs that the each of the objectives of sec. 3622(b) “shall be ap-

plied in conjunction with the others.”  Considering only the objectives, it is far from clear 

that the Postal Service considered objective (b)(8) (“[t]o establish and maintain a just 

                                                           
4 The source for all these data is “Rates for Domestic Letters Since 1863,” available at 
https://about.usps.com/who-we-are/postal-history/domestic-letter-rates-since-1863.pdf 

 
5 For example, $0.42 (Docket R2008-1), $0.44 (Docket R2009-2), $0.46 (Docket R2013-1).  
 
6 We say “nominally” for reasons explained in part III, below. 

https://about.usps.com/who-we-are/postal-history/domestic-letter-rates-since-1863.pdf
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and reasonable schedule of rates and classifications”).  But there is good reason to ap-

ply the joint application principle to the factors as well, and here the gaps in the Postal 

Service’s approach are even more obvious. 

 

 Factor (c)(3) requires, inter alia, consideration of “the effect of rate increases 

upon the general public[.]” There is no indication that the Postal Service considered this 

factor at all, although one would expect it to influence decisionmakers contemplating a 

ten-percent price increase.7 

 

 Factor (c)(4) is also relevant.  It calls for consideration of “the available alterna-

tive means of sending and receiving letters and other mail matter at reasonable costs.”  

(Italics added.)  The Postal Service is surely aware of two pertinent facts: (i) banks, utili-

ties, and other providers encourage their customers to pay their bills on line rather than 

by mail, and (ii) usage of First-Class Mail for bill payments, as reflected in successive 

Household Diary Study reports, has declined almost continuously for years.8  Disagree-

ment is possible over whether lawyers should deem electronic payment an alternative 

method of sending “letters and other mail matter,” but consumers clearly do so. The 

practical result of not considering factor (c)(4) is to close one’s eyes to the strong likeli-

hood that a ten-percent increase in the cost of paying bills by mail will motivate consum-

ers to switch still more transactional Single-Piece letters to e-media.9 

 

                                                           
7 The Notice does not assert that the alleged extra convenience of divisible-by-five stamp prices will in-
crease usage; and one would expect that a large price increase would have the opposite effect.  In this 
connection, we would caution against reliance on volume estimation models not adapted to changes in 
price elasticity beyond a certain range of price changes, and thus not designed for increases on the order 
of ten percent. 
 
8 For example, from 10.8 billion pieces in FY 2005 to 3.3 billion in FY 2017.  There was a minor uptick in 
FY 2012, but otherwise the downtrend has been continuous. 
 
9 The Postal Service agrees (Notice, p. 7, and fn. 11) that electronic diversion reduces Single-Piece letter 
volume.  But it appears to consider this relevant only to Metered Letters, as a reason for expanding the 
Metered Letter differential.  The Postal Service offers no explanation for this tacit distinction, and there is 
no apparent reason for it. 
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 By relying on a single, doubtfully relevant, factor among all the objectives and 

factors of sec. 3622, the Postal Service has failed to apply the statute as its own terms 

require it to be applied. 

 

III.  THE METERED LETTER DIFFERENTIAL, NEVER ADEQUATELY JUSTIFIED, IS 
BEING MISUSED 
 

A.  Background 

 

For several years, users of postage meter, IBI, and PC postage indicia have en-

joyed a substantial, and increasing, rate reduction versus Single-Piece letter mailers us-

ing adhesive stamps or PVI indicia.  GCA has pointed out objectionable features of this 

rate design since its inception, but the Commission has sanctioned it as an exercise of 

pricing flexibility.10  We are not seeking to relitigate those issues, and so will not reiter-

ate our arguments at length.  We will only recall, briefly, that the differential was not jus-

tified by quantification of the expected cost savings, expansion of the use of meters11, or 

potential positive effects on Single-Piece letter volume; nor was there an attempt to 

show that it was other than a rate break for customers already using meters and using 

them for all the Single-Piece letter mail they were likely to send. 

 

 The differential, originally one cent, was then reduced to a half cent, and next ex-

panded to three cents.12  The Postal Service now proposes to increase it from three 

cents to five.  Once again, only vague generalities are offered by way of justification.  

However, for reasons we explain next, a full justification for the differential and the 

planned expansion of it is even more necessary in this case. 

 

                                                           
10 Docket R2013-10, Comments of the Greeting Card Association (October 17, 2013); Docket ACR2013, 
Initial Comments of the Greeting Card Association (January 31, 2014); Annual Compliance Determination 
Report, Fiscal Year 2013, pp. 70-71; Docket ACR2014, Initial Comments of the Greeting Card Associa-
tion (February 2, 2015), Annual Compliance Determination Report, Fiscal Year 2014, p. 68. 
 
11 For brevity, we use “meter[ed]” to refer to all the indicia types eligible for the differential. 
 
12 Dockets R2013-10 ($0.01), R2015-4 ($0.005), and R2017-1 ($0.03) 
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B.  The two functions of the Metered Letter rate 

 

 The Metered Letter rate not only determines what a Single-Piece letter mailer us-

ing a meter will pay; it is also the starting point for computation of Presort letter rates.  

As Postal Service Attachment B, “First-Class Mail Bulk Letters and Postcards” shows, 

the cost avoided by Mixed AADC preparation is subtracted from the Metered Letter rate 

to generate the Mixed AADC price, and so on down the Presort tree. 

 

 This means that manipulation of the Metered Letter price simultaneously 

achieves a corresponding change in the whole gamut of Presort rates.  Even after adop-

tion of metered letters generally as the benchmark for workshare discounts13, this prob-

lem did not arise until there was a separate rate for Metered Letters.  Once that sepa-

rate rate became established, it became possible to use it not just for the purposes al-

leged to call for it (however poorly supported they were, and are), but also as a lever to 

manipulate Presort rates while substantially complying14 with 39 U.S.C. sec. 3622(e)(2) 

and the Commission’s rules implementing it.  

 

 In the present case, proposed increases in Presort letter rates are either slightly 

above or slightly less than one percent.  The Metered Letter rate is to be increased 

about 6.4 percent; the Stamped rate by ten percent.15 This means that the stamp user is 

taxed ten percent to support a set of Presort rates raised, at most, 1.3 percent. 

 

C.  The Metered Letter differential has had little effect 

 

                                                           
13 In Docket RM2010-13, Order No. 1320. 
 
14 GCA is not contesting the Postal Service’s cost avoidance calculations, nor its justification for the 105.9 
percent passthrough in Mixed AADC letters. 
 
15 See Notice, Table 6. 
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 An examination of the volume trends for Metered and Stamped Letters, since the 

differential was established, indicates that it has had little or no effect on volumes – ei-

ther comparatively or on First-Class Letters as a whole.  Figure 1, below, shows vol-

umes for the two types of indicia, along with the total for the two. 

 

Figure 1 

 

 

In FY 2014, the Metered Letter differential was in effect for only two full quarters (third 

and fourth) and part of the second.  This evidently accounts for the divergence in trend 

lines for that year.  For the full fiscal years in which the differential was effective, Me-

tered and Stamped volumes declined nearly in parallel.  And there has still been no 

showing that those mailers using the Metered Letter rate had not been using meters, to 

substantially the same extent, before that rate existed.  If they had been, as is not un-

likely, the increased differential does no more than give away revenue with no counter-

vailing benefit to the Postal Service. 
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 GCA has raised this issue, and highlighted these and similar volume figures, in 

Dockets R2017-1 and ACR2016.16  The Commission concluded that the differential was 

justified on the basis of “pricing flexibility,” though it also encouraged the Postal Service 

to “balance its own needs with those of its customers.”17  GCA suggests that it is time to 

rethink the first finding and enforce the second. 

 

 The history of the Metered Letter differential to date suggests that it has not 

achieved the desired effect on Single-Piece mailers, and its effect on Postal Service 

costs remains obscure.  (The “Single Piece Letters and Postcards” page of Attachment 

B to the Notice shows a cost avoidance for Qualified Business Reply Mail, but none for 

Metered Letters.)  Strictly within Single-Piece, the situation today might conceivably still 

be defended as an exercise of pricing flexibility – although, given the revenue being 

sacrificed for a benefit which has still not been demonstrated, perhaps not a very pru-

dent one.  

 

D. The resulting arbitrariness in First-Class prices as a whole 

 

The remaining difficulty is that the Metered Letter rate also determines Presort 

rates.  GCA called attention to this problem in our Docket R2017-1 comments, at pp. 2-

3.  At that point, the differential was to become $0.03, mostly because the first-ounce 

stamp was being raised by $0.02.  The Postal Service now proposes to increase it to 

$0.05, largely, again, because of a massive increase in the price of a stamp. 

 

Presort rates exist because worksharing quantifiably reduces Postal Service 

costs.  The attention which the Postal Service and the Commission rightly pay to pin-

pointing cost avoidances is sufficient proof of this proposition.  But an accurately quanti-

                                                           
16 See Docket R2017-1, Comments of the Greeting Card Association (November 1,2016), pp. 2-6; Docket 
ACR2016, Initial Comments of the Greeting Card Association (February 2, 2017), pp. 2-4. 
 
17 Annual Compliance Determination Report, Fiscal Year 2016, pp. 75-76. 
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fied cost avoidance applied to an essentially arbitrary benchmark rate produces a corre-

spondingly arbitrary Presort rate.  This, we submit, is much more than a simple question 

of pricing flexibility, or of “non-uniform price adjustments within a class.”18  Before the 

Metered Letter differential existed, the cost avoidance was applied to a unitary letter 

price whose relationship to cost was known, or at least knowable.  The Metered Letter 

rate, however, has invariably been presented as a promotional price whose relationship 

to cost – as long as the class concerned covers costs – is presumptively irrelevant.  

Since it is the basis of Presort rates, those rates, for all that can be known, are likewise 

arbitrary.  A rate schedule in which the largest component of a class – a component 

whose raison d’être is a quantified difference in cost – is instead priced arbitrarily is not 

a “just and reasonable” one within the meaning of 39 U.S.C. sec. 3622(b)(8).  That pro-

vision, however, is not the only one relevant. 

 

E.  Effect on compliance with 39 U.S.C. sec. 3622(e) 

 

 Section 3622(e)(2) requires the Commission to “ensure that such [workshare] 

discounts do not exceed the costs that the Postal Service avoids as a result of the work-

share activity” unless one of the subsequently described exceptions applies.  To do this, 

the Commission must know what the avoided cost is.  When the benchmark is metered 

letters, as it has been since Order No. 1320, the avoided cost must be calculated using 

that as a basis and then subtracted from the benchmark rate to arrive at a discounted 

price.  Here, however, the benchmark rate is an alleged promotional price not anchored 

to cost.19 When it is arbitrarily decreased, the workshared rates part company with the 

cost information which is meant to determine them.  The Commission, therefore, must 

at some point decide whether the existing structure of First-Class Letter rates – espe-

cially as affected by the proposals here – still complies with sec. 3622(e)(2). 

 

                                                           
18 Id., p. 76. 
19 As noted earlier, Attachment B contains no cost avoidance information on Metered Letters, but the 
benchmark for QBRM is “Handwritten Reply Mail.”  
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 This is particularly important because, as the Commission has already explained, 

the avoided-cost rule of sec. 3622(e)(2) takes precedence over the objective of pricing 

flexibility.  Docket RM2009-3 dealt with the contention that workshare discounts could 

exceed the relevant avoided costs, a view supposedly justified mainly on the basis of 

the pricing flexibility objective.  The Commission’s Order No. 536 made it clear that the 

“quantitative” standards – the price cap, the avoided-cost rule, and the specifications for 

nonprofit and other preferred rates – were not to be downplayed in pursuit of a “qualita-

tive” standard (i.e., a sec. 3622(b) objective or a sec 3622(c) factor).  The Commission 

acknowledged PAEA’s intent to give the Postal Service substantial pricing flexibility, but 

pointed out that “[t]o afford the Postal Service this degree of latitude in pricing, there is 

no need to posit the existence of an overarching standard of ‘pricing flexibility’ that 

trumps not just the other qualitative standards of the new law, but its quantitative stand-

ards as well.”20  And, as the Commission emphasized at pp. 38-39 of Order 536, identi-

fying the base group of letters that will furnish a benchmark is an empirical process.  

That empirical basis is missing here. 

 

 The question for the Commission, then, is whether, by accepting a repeatedly 

manipulated Metered Letter rate as no more than an exercise of pricing flexibility, the 

Commission is inadvertently permitting what it said in Order 536 was not allowable: 

workshare discounts not limited to avoided cost. 

 

 As it has done in earlier proceedings, GCA expects to raise and further discuss 

the issues outlined above when it is procedurally appropriate for the Commission to de-

cide them. 

 

         October 30, 2018 

 
GREETING CARD ASSOCIATION 
 
David F. Stover 
2970 S. Columbus St., No. 1B 
Arlington, VA 22206-1450 

                                                           
20 Docket RM2009-3, Order No. 536, pp. 17-18 (fn. omitted). 



12 
 

(703) 998-2568 
(703) 998-2987 fax 
E-mail: postamp02@gmail.com 
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