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The National Postal Policy Council1 hereby respectfully submits these 

comments on the Postal Service’s notice of rate adjustments for market-

dominant products.2   

The Postal Accountability and Enhancement Act allows the Postal Service 

to raise rates for market dominant products, per class, in amounts not to exceed 

the amount of inflation as measured by the Consumer Price Index.  The changes 

in rates for First Class Mail appear to comply with this limitation.  In these 

comments, NPPC will address certain legal and policy concerns arising from the 

noticed First-Class Mail rates that we encourage the Commission and Postal 

Service to take into account in this and subsequent rate adjustments. 

 

                                                
1  The National Postal Policy Council is an association of large business users of letter mail, 
primarily First-Class Mail using the Automation rate category, with member companies from the 
telecommunications, banking and financial services, insurance, and mail services industries.     

2  Notice of Market-Dominant Price Adjustment, Docket No. R2019-1 (Oct. 10, 2018) 
(“USPS Notice”).  The Commission gave notice of these adjustments in Order No. 4851, 83 Fed. 
Reg. 52242 (Oct. 16, 2018).   
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I. THE FIRST-CLASS PRESORT/AUTOMATION RATE ADJUSTMENTS 

Within First-Class Mail, the relatively modest increases in Presort and 

Automation Letter rates demonstrate a continued recognition by the Postal 

Service of the need to retain and encourage volume in this high-margin mail 

product.   NPPC commends the Postal Service for that recognition and the 

corresponding impact on the rates in this proceeding. 

  
 A. Letter Rates 

Given that the Presort Letters product already carries a cost coverage of 

more than 319 percent3 and continues to experience volume challenges, the 

below-inflation average increase of 0.999 percent is a welcome, if modest, step 

towards reducing this high cost coverage.  Moderating price adjustments for this 

valuable product is a prudent action that should assist the Postal Service’s 

volume retention efforts.   

NPPC appreciates the Postal Service’s tacit recognition that the high cost 

coverage of Presort Letters itself encourages electronic diversion.  USPS Notice 

at 7-8 & footnote 12.  However, NPPC strongly disagrees with the Postal 

Service’s further contention that the need for it to consider electronic diversion 

when setting First-Class Letter rates shows that the price cap is “not necessary.”  

USPS Notice at 7.  Electronic diversion has been a fact of business life for well 

over a decade.  Throughout this period, the Postal Service has enjoyed the ability 

                                                
3  Postal Regulatory Commission, Financial Analysis of United States Postal Service 
Financial Results and 10-K Statement, Appendix A (Apr. 5, 2018).   
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to maintain prices that yield a high cost coverage,4 a fact that itself illustrates the 

lack of a true direct substitute for the delivery of business letter mail.  The effort 

and investment involved in converting mail recipients to electronic delivery is 

hardly comparable to the comparatively modest task of shifting a Postal Service 

package product to UPS or FedEx.   

And the Postal Service’s hint that “a higher than average” rate increase 

may be imposed on Presort and Automation letters in the next index rate 

adjustment (USPS Notice at 8) tacitly undermines its claim that electronic 

diversion is sufficient to restrain the pricing power it possesses due to its legal 

monopoly over hardcopy letter mail.  This is notwithstanding that the existence of 

electronic alternatives for these letters has contributed to the relatively consistent 

erosion of their volumes, an erosion that potentially could accelerate. 

 
 B. Workshare Discounts 

The passthroughs at the Automation Letters Mixed AADC and 5-Digit 

levels warrant discussion.  At the Mixed AADC level, the Postal Service is 

passing through 105.9 percent of the $0.068 costs avoided; at the 5-Digit level, it 

is passing through only 90.6 percent of the $0.032 costs avoided5 and reducing 

the discount from $0.03 to $0.029.   

The Postal Service justifies the 105.9 percent passthrough at the Mixed 

AADC level on the efficiency rationale allowed by Section 3622(e)(2)(d), stating: 

                                                
4  The Postal Service concedes this history in its footnote 12.  USPS Notice, n.12. 

5  For costs avoided, see Postal Regulatory Commission, Annual Compliance 
Determination Report at 16, Table II-1 (Mar. 29, 2018).   
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“The wider gap between the Metered Letters and Mixed AADC prices will 

encourage more mail to be entered as Presort mail at the Business Mail Entry 

Unit, creating efficiencies that go beyond the specific workshare categories 

already captured in the cost avoidance models.”  USPS Notice at 10.  NPPC is 

pleased that the Postal Service recognizes the desirability of taking into account 

cost efficiencies of Presort and Automation mail that are omitted from the 

workshare models. 

Increasing the difference between the Metered Letter and Mixed AADC 

rates should, as the Postal Service intends, increase the incentive to prepare 

letter mailings for entry at Automation rates.  It is unfortunate, however, that the 

Postal Service has dampened that incentive for many mailers by narrowing the 

net discount between Automation Mixed AADC and 5-Digit Letters as a result of 

failing to set the discounts at the efficient level and, indeed, reducing the size of 

the 5-Digit discount.    

The USPS Notice does not explain why it reduced the discount or failed to 

passthrough the full costs avoided.  The net result is that the largest absolute and 

percentage increase in First-Class Automation Letters is occurring at the 5-Digit 

Automation tier, which is the most important and by far the largest volume tier.  

(Indeed, the fact of that increase undermines the Postal Service’s assertion that 

electronic diversion can effectively constrain its pricing in the absence of a price 

cap.)  Furthermore, by passing through less than 100 percent of the costs 

avoided by presorting to the 5-Digit level, the Postal Service will not be charging 

a compensatory price for sorting to the 5-Digit level in 2019.   
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The combination of the Mixed AADC discount passing through more than 

100 percent of the costs avoided, and the AADC and 5-Digit tiers passing 

through less than 100 percent, adds a counterproductive note for mailers in an 

otherwise generally encouraging and modest set of increases because it 

“squeezes” the presort mailing industry by reducing the net difference between 

the Mixed AADC and 5-Digit rates.  For mailers and presorters, as the Postal 

Service and this Commission well know, a difference of $0.001, when multiplied 

by tens of millions of pieces, can have an enormous impact, and for presorters 

especially, consequences on profitability.  Thus, it should be easy to understand 

how reducing the spread between the Mixed AADC and 5-Digit tiers affects major 

mailers and imposes real financial stress on the presort industry.  

These outcomes are undesirable, and are particularly noteworthy for 

presorters because their cost-reducing and cost-efficient mail preparation 

activities, such as commingling and consolidation, benefit the Postal Service as 

well as mailers.  When the pricing signals sent by the worksharing discounts 

accurately reflect the costs avoided, these activities promote efficiency and 

lowest combined costs – to which the Postal Service and mailers have long been 

mutually committed.  Passthroughs set inefficiently frustrate their objectives and 

increase mailing costs.  

NPPC is concerned that the squeezing of the gap between the Mixed 

AADC and 5-Digit worksharing tiers due to the new rates will distort presort 

mailing services to the detriment of both the Postal Service and mailers.  It also 

raises questions among some NPPC members about the Postal Service’s 
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commitment to the future of the worksharing program generally, and such doubts 

can slow future investment in worksharing programs.   

The Commission and the Postal Service should remain mindful of the 

importance of full worksharing discount passthroughs and the potential harm to 

the Postal Service, to mailers, and to the presort industry from shrinking the 

differential between Mixed AADC and 5-Digit Letters. 

 
 C. Flats Rates 

NPPC is gratified by the Postal Service’s modest changes in Presort Flats 

rates, including the reduction in the extra ounce charge.  Taking into account the 

profile of that product, as reflected by the billing determinants, the Flats product 

will see a price reduction of more than 10 percent.  USPS Notice at 8.  The 

Postal Service states that this reduction is driven by its decision to set the extra 

ounce Flats rate equal to that of the additional ounce Letters rate.  Id.  That 

reduction will offer some rate relief to financial services firms and others that 

have little choice but to mail heavier pieces at the flats shape and rates. 

 
 D. Promotional Discounts 

Finally, NPPC applauds the Postal Service’s decision to restore 

promotional discounts at the first opportunity.  The delay occasioned by the 

absence of Governors had an adverse effect on mailing budgets during FY 2018.  

NPPC commends the Postal Service for its commitment to promotions and 

continued innovations in their design.   



 

 

7 

NPPC looks forward to continued exploration of innovations in promotional 

discounts.  Having Governors in place moving forward should facilitate the Postal 

Service’s ability to do so. 

 
II. FIRST-CLASS SINGLE-PIECE RATES 

 A. The Stamp Rate 

NPPC understands that the comparatively larger increase in the Single 

Piece stamp is driven by the Postal Service’s desire to foster simplicity in the rate 

design.  USPS Notice at 6.  

Any increase in the 10 percent range is undesirable, however, and surely 

will adversely affect mail volumes.  As the Postal Service notes, this steep 

increase is somewhat offset by a decrease in the additional ounce and non-

machinable surcharge rates, and it is noteworthy that some greeting cards may 

see a price decrease.  From the standpoint of simplicity of rate design, the Postal 

Service’s policy of setting the stamp rate at numbers evenly divisible by five has 

some merit.  

Nonetheless, that consideration should not override other factors affecting 

rates.  We note that the Postal Service suggests that a larger than average 

increase for Presort Letters may be required in the future in order to maintain the 

nickel increments in Single-Piece prices.  USPS Notice at 8.  An a priori devotion 

to nickel increments cannot justify excessive increases in other First-Class Mail 

products.  In particular, Automation and Presort rates are very sensitive to 

absolute rate levels and workshare discount differentials.  Tacitly contemplating 

an every-other-year approach to sizeable increases in Single-Piece and 
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commercial rates will, in our view, prove counterproductive on volumes and 

revenues.   

 
B. The Residual Rate 

The residual letter rate has more importance to business mailers than its 

volume (80.603 million pieces)6 might suggest.  This is because, unlike in the 

case of other rates, there is little that business mailers can do to avoid or reduce 

it.  Consequently, business mailers will incur the full brunt of the $0.05 increase 

(9.8 percent) in the rate.   

This will increase the cost of mailings and, in so doing, erode some of the 

impact generated by the relatively small general increase in Presort rates.  

 
C. The Metered Mail Rate 

The Postal Service noticed an increase in the Metered Mail rate from the 

current $0.47 to $0.50.  This is a 6.38 percent increase in the rate, which is partly 

offset by an increase in its differential from the Single-Piece first ounce rate of 

$0.03 to $0.05.   

The Postal Service states that this increase in the differential is intended 

“to better retain those non-Presort customers who most use the mail, and to 

enhance operational efficiency.”  USPS Notice at 7.  Metered Mail letters 

comprise 40 percent of Single-Piece volume and represent an important subset 

of the mailstream.  They are more cost-efficient than stamped pieces because 

they avoid the use of stamps altogether.  Id.   

                                                
6  See CAPCALC-FCM-R2019-1, Tab Single-Piece Letters 
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The Metered Mail rate also serves as the benchmark for the Non-

automation Presort and Mixed AADC Letter rates, and, as noted above, the 

Postal Service has used its pricing flexibility to moderate the adjustments to 

Presort and Automation rates.  This increased differential is an improvement over 

the current rate design and should be approved.   

 
III. CONCLUSION 

For the foregoing reasons, the National Postal Policy Council respectfully 

urges the Commission and Postal Service to take these comments into 

consideration. 

 
Respectfully submitted, 

 
NATIONAL POSTAL POLICY COUNCIL 

 

By: /s/ William B. Baker 
Arthur B. Sackler 
Executive Director 
NATIONAL POSTAL POLICY COUNCIL 
1629 K Street, N.W. 
Suite 300 
Washington, D.C.  20006 
(202) 508-3687 
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