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________________________________________ 

 

 

COMMENTS OF PITNEY BOWES INC. 

(October 30, 2018) 
 

 

Pursuant to Order No. 4851, Pitney Bowes Inc. (Pitney Bowes) respectfully submits these 

comments in response to the United States Postal Service’s (Postal Service) October 10, 2018 Notice 

of Market-Dominant Price Adjustment (Notice).   

These comments address: (1) support for the Postal Service’s pricing strategy to preserve its 

most profitable and price sensitive First-Class Mail letter volumes, (2) discussion of mixed signals in 

the use of workshare discounts intended to encourage efficient mail preparation, reduce Postal 

Service costs, and encourage investment in mail, (3) support for increasing the price differential 

between Stamped and Metered Single-Piece Letters as a benefit to small and medium-sized mailers, 

large commercial mailers, and the Postal Service, and (4) the importance of using pricing incentives 

to encourage transparency and innovation. 

I. The First-Class Mail Letters Rate Design Will Help Retain the Postal Service’s Most 

Profitable and Price Sensitive First-Class Mail Letters 

 

The USPS has proposed that First-Class Mail Presort Letters receive a below average price 

increase (.99 percent).  The Postal Service correctly acknowledges that Presort Letters provide a 

higher unit contribution than Stamped Letters and tend to be more at risk for electronic diversion.1  

See Notice at 8.  Accordingly, minimizing price increases on more profitable and price sensitive 

                                                
1
 See Notice at 8, n.12 (citing Postal Regulatory Commission, Financial Analysis of United States Postal Service 

Financial Results and 10-K Statement, Fiscal Year 2017 (Apr. 5, 2018), at Appendix A (contribution per piece of 

18.853 cents for Single-Piece Letters and Cards and 25.862 cents for Presort Letters and Cards). 

Postal Regulatory Commission
Submitted 10/30/2018 2:36:51 PM
Filing ID: 106930
Accepted 10/30/2018



 

 2 
  
 

Presort letters will help stabilize Presort Letters volume, thereby improving the Postal Service’s 

financial position.  For these same reasons and notwithstanding the changes in the retail rate 

structure, the Postal Service should do everything it can in future price adjustments to moderate price 

increases on Presort Letters. 

  

II. Automation Letters Workshare Discounts Send Mixed Signals on Efficient Mail 

Preparation and Investment in the Mail 

 

The Marketing Mail Automation Letters rate design encourages efficient mail preparation 

and investment in the mail.  Specifically, the workshare discount for Automation 5-Digit Letters is 

increased from 2.3 cents to 2.5 cents.  The increased discount is now set to equal 100 percent of the 

USPS’ modeled costs avoided, maximizing the incentive to reduce costs and increase efficiency 

consistent with section 3622(b)(1) of the Postal Accountability and Enhancement Act (PAEA). 

 In contrast, the First-Class Mail Automation Letters rate design moves in the opposite 

direction.  The 5-Digit Automation Letters rate is the most important rate for the Postal Service’s 

largest commercial customers and accounts for the substantial majority of all First-Class Mail Presort 

Letters.  First-Class Mail entered as 5-Digit Automation Letters is the most efficient mail for the 

Postal Service.  The Postal Service should be encouraging more 5-Digit Automation Letters volume 

by increasing the workshare discount to reflect the full cost avoided, thus lowering the effective price 

for mailers that prepare mail to 5-Digit.  Unfortunately, the First-Class Mail rate design reduces the 

5-Digit Automation Letters discount from 3 cents to 2.9 cents.  The reduction in the discount for 5-

Digit Automation Letters will result in higher effective prices for large commercial mailers.  This 

change represents a missed opportunity to encourage efficient mail preparation, reduce Postal Service 

costs, and encourage investment in mail. 

  



 

 3 
  
 

III. Increasing the Price Differential for Metered Letters Will Help Small and Medium-

sized Businesses, Commercial Mailers, and the Postal Service 

 

Pitney Bowes supports the Postal Service’s decision to increase the price differential between 

Stamped Letters and Metered Letters from three to five cents.  Increasing the price differential for 

Metered Letters will help encourage small and medium-sized mailers to use Postal Service products 

to grow their business.  As noted by the Postal Service, Metered Letters use a more secure, efficient 

payment channel for the Postal Service.  Metered Letters “eliminate[] the need for stamp production, 

distribution, and cancellation - and foster[] more consistent use of the postal system, slowing the 

migration of mail volume to electronic channels.”  Notice at 7.  The Metered Letters rate also serves 

as the benchmark for setting First-Class Mail Presort Letters prices; thus, increasing the price 

differential for Metered Letters enables a lower price for all Presort Letters which sends the right 

signals to help retain commercial mail volume for the Postal Service.  

The Commission has repeatedly and correctly held that policy-based pricing differentials, 

like the Metered Letters rate, are appropriately within the pricing flexibility afforded to the Postal 

Service under the PAEA.2  Moreover, given the proposed structural changes in the First-Class Mail 

Stamped Letters rate design, a larger price differential for Metered Letters helps achieve compliance 

with the available rate authority under the price cap. 

IV. The Postal Service is Appropriately Using Pricing Incentives to Encourage 

Transparency and Innovation 

 

Pitney Bowes also supports the Postal Service’s use of pricing incentives to encourage 

increased operational efficiency, transparency, and innovation in the mail.  For example, the Postal 

Service proposes to increase the Full-Service Intelligent Mail barcode (FSIMb) discount for 

Marketing Mail from 0.1 cents to 0.3 cents.  The increased FSIMb discount will create parity 

                                                
2
 See e.g., Docket No. ACR2016, Annual Compliance Determination at 75-76 (Mar. 28, 2017)(“The Commission 

has previously noted that one objective of the PAEA is to allow the Postal Service pricing flexibility, subject to the 

inflation-based cap and that this flexibility can be used to apply non-uniform price adjustments within a class.  It 

appears that with respect to metered letter prices, the Postal Service’s approach is consistent with the objectives of 

the PAEA.”). 
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between the First-Class Mail and Marketing Mail rate design, encourage increased use of the FSIMb, 

and promote enhanced transparency and visibility in the mail stream.   

The Postal Service is also to be commended for reintroducing promotional pricing incentives 

to encourage interest and innovation in the mail.  Promotional incentives can serve as an important 

tool to help stimulate increased mail volume and encourage mailers to incorporate new technologies.   

 

V. Conclusion 

 

Pitney Bowes supports the Postal Service’s pricing strategy within First-Class Mail Letters to 

preserve its most profitable and price sensitive First-Class Mail letter volumes.  The Postal Service 

should use workshare discounts to encourage efficient mail preparation, reduce Postal Service costs, 

and encourage investment in mail.  Pitney Bowes also supports increasing the price differential 

between Stamped and Metered Single-Piece Letters benefits and using pricing incentives to promote 

transparency and innovation. 

 

 

Respectfully submitted: 

 

 

_____/s/________________ 

Michael F. Scanlon  

K&L GATES LLP  

1601 K Street, NW  

Washington, DC 20006  

Telephone: (202) 661-3764  

E-Mail: michael.scanlon@klgates.com  

 

Counsel to PITNEY BOWES INC. 
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