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MPA – The Association of Magazine Media respectfully submits these

comments in response to Order No. 4851. These comments concern the Postal

Service’s proposed rates for Periodicals Outside County mail. The proposed rate

design reflects the Postal Service’s continued indifference to controlling

Periodicals costs. Once again, the Postal Service has failed to provide adequate

incentives for mailers to prepare mail at the highly efficient carrier route level.

The Postal Service predictably deflects any blame for the noncompensatory

status of Periodicals Mail on a supposed “lack of adequate pricing flexibility,” a

problem that the Postal Service claims can be cured only by giving it more freedom

to impose larger price increases on captive mailers. Docket No. R2019-1, USPS

Notice of Market-Dominant Price Change (October 10, 2018) (“USPS Notice”) at

25. We and other commenters explained at length in the 10-year review that the

failure of Periodicals to cover their attributable costs results from inadequate Postal

Service cost controls, not inadequate revenue. Docket No. RM2017-3, Comments

of ANM et al. (March 1, 2018) at 85-101. The Postal Service’s plea for more money
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at the expense of captive mailers is simply another attempt to pass the regulatory

buck.

In an apparent attempt to preempt criticism from both the Commission and

publishers, the Postal Service emphasizes that the proposed price changes would

“increas[e] the price differential between basic Carrier Route and Machinable

Automation 5-Digit Flats, to encourage the preparation of Carrier Route pieces.”

USPS Notice at 25. This is an empty gesture. In real (inflation-adjusted) terms,

the proposed price changes would leave the price differential between basic

Carrier Route and Machinable Automation 5-Digit Flats essentially unchanged.

The basic Carrier Route passthrough would remain a paltry 60.7 percent of

avoided costs—a stark contrast to passthroughs for other Periodicals Outside

County presort and automation discounts, all of which are at least 92.9 percent of

avoided costs, and most of which are at 100 percent. USPS Notice, Attachment

B.xlsx, “Periodicals Outside County,” cell O10; compare Comments of ANM et al.

in Docket No. RM2017-3 (March 1, 2018) at 94-97.1 Likewise, the Postal Service’s

rate proposal would leave the passthroughs underlying sack prices very low (most

would be below fifty percent and all would be under sixty percent), providing an

insufficient incentive to shift remaining Periodicals from sacks to more efficient

pallets. USPS Notice, Attachment B.xlsx, “Per. Bundle-Container Pricing,” cells

E33 to E56.

1 The basic Carrier Route passthrough would also remain substantially lower than

other key discounts, such as the 5-Digit Automation Letter passthroughs in First-

Class Mail and Marketing Mail, which are 90.6 percent and 100 percent,

respectively. See USPS Notice, Attachment B.xlsx, "FCM Bulk Letters, Cards,"

Cell H11 and "USPS MM Letters," Cell I8.
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As we detailed in our comments and supporting declarations in Docket No.

RM2017-3, the Postal Service’s refusal to offer adequate incentives to encourage

highly efficient Carrier Route preparation of Periodicals Mail substantially and

needlessly inflates the costs of flats mail generally and Periodicals mails in

particular:

[T]he low passthrough underlying the Carrier Route Basic discount

has limited the growth in co-mailing and caused flats processing to
be more costly for the USPS than it should be. Passing through the
entire Carrier Route Basic cost avoidance would result in massive
growth in the number of publishers and marketers that participate in
co-mailing, and a substantial improvement in the end-to-end
efficiency of the flats mailstream overall.

Docket No. RM2017-3, Comments of ANM et al. (Mar. 20, 2017), Declaration of

Quad/Graphics at 3.

It is long past time for the Commission to hold the Postal Service

accountable for this chronic mismanagement.2 As we recommended in Docket

No. RM2017-3, the Commission should make clear that above-inflation price

increases for Periodicals will not be considered until the Postal Service fully

reverses the poor cost trends for flats over the last decade:

[N]o surcharge for noncompensatory classes should be considered

until the Postal Service: (1) ends the failed FSS experiment by
removing these machines from all facilities; (2) returns flat sorting
productivities and real unit transportation and carrier costs to 2007

2 The Postal Service’s inattention to controlling Periodicals costs has been acute,

but Periodicals Mail has not been the sole victim. The Office of Inspector General

recently found that the Postal Service’s elimination of single-piece overnight First-

Class Mail service in January 2015, and a related shift of some First-Class Mail

from a two-day to a three-day service standard, had produced only about $91

million in verifiable cost savings in FY 2016 and 2017—only 5.6 percent of the

savings projected for those years. USPS OIG Report No. NO-AR-19-001,
Operational Window Change Savings (October 15, 2018).
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levels; and (3) promotes efficient preparation by passing through 100
percent of Carrier Route Basic cost avoidance.

Docket No. RM2017-3, Comments of ANM et al. (March 1, 2018) at 107; see

generally id. at 84-105. Only this approach can give the Postal Service a

meaningful incentive to control its costs for flats and protect publishers from the

Postal Service’s lack of adequate cost controls.
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