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 In accordance with 39 U.S.C. § 3642 and 39 C.F.R. § 3020.30 et seq., the United 

States Postal Service hereby requests that:  (1) Inbound Letter Post small packets and 

bulky letters, and inbound registered service associated with such items, be transferred 

from the market-dominant product list to the competitive product list, to be effective 

upon declaration of self-declared rate changes or as otherwise determined by the 

Governors. 

A Statement of Supporting Justification, which demonstrates that the request 

fulfills the criteria set forth in Section 3642 for making changes to the market-dominant 

and competitive product list, is included as Attachment A; the proposed Mail 

Classification Schedule (MCS) language appears as Attachment B; and the Governors 

Resolution authorizing this Request appears as Attachment C.  As required by 39 

U.S.C. § 3642(d)(1), a notice describing this request will be published in the Federal 

Register.  Although 39 C.F.R. § 3020.30 et seq. does not include a specific timeline for 

the issuance of orders in mail classification cases, the Postal Service respectfully 

requests that the Postal Regulatory Commission (“Commission”) expedite the resolution 
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of this docket.  In particular, the Postal Service requests that the Commission develop a 

hearing schedule that provides for the issuance of an order within 60 days of the filing of 

this Request.  A decision here will drive the various business decisions and regulatory 

proceedings that must precede implementation of any self-declared rates on or even 

before January 1, 2020.1   

I. BACKGROUND 

 As background, the United States receives Inbound Letter Post items from 

foreign postal operators, which compensate the Postal Service for delivery of these 

items in the United States.  Currently, Inbound Letter Post is submitted as letters and 

cards (P format), large letters or flats (G format), bulky letters and small packets (E 

format), and commingled Inbound Letter Post mailpieces (X format).  The current 

proposal concerns the transfer of inbound E format mail, and inbound registered 

services accompanying such items, to the competitive product list. 

 The classification and rates for Inbound Letter Post small packets and bulky 

letters are currently determined by reference to the Universal Postal Union (“UPU”) 

Acts.  Letter Post Packets are used primarily for the shipment of goods, which is the 

focus of services offered by UPS, FedEx, and other private delivery service companies.  

Bulky letters are items containing documents that exceed the dimensions of letter or flat 

shapes in the UPU system.  Inbound Letter Post letters, flats, small packets, and bulky 

                                           
1 The Postal Service notes that the Commission has resolved other product-transfer requests within a 
comparable amount of time.  See Order No. 2160, Order Approving Product List Transfer, PRC Docket 
No. MC2014-28, Aug. 19, 2014 (56 days); Order No. 1461, Order Approving Request for Product List 
Transfer, PRC Docket No. MC2012-44, Sept. 10, 2012 (31 days); Order No. 710, Order Adding 
Lightweight Commercial Parcels to the Competitive Products List, PRC Docket No. MC2011-22, Apr. 6, 
2011 (41 days). 
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letters are classified as market-dominant.  For the reasons discussed below, packets 

and bulky letters are competitive in nature and therefore should be transferred to the 

competitive side.  

 This transfer request satisfies the relevant criteria under Section 3642 while also 

addressing two important actions: the initiation by the Commission of a Public Inquiry 

docket (PI2018-1) to evaluate the classification of the Inbound Letter Post product and 

the issuance of a Presidential Memorandum concerning international postal rates.  On 

July 12, 2018, in response to Postal Service assertions that the nonpublic treatment of 

information related to the Inbound Letter Post product is justified because the product is 

subject to competition, the PRC initiated Docket No. PI2018-1 to evaluate claims of 

competition and assess the potential transfer of Inbound Letter Post from the market-

dominant product list to the competitive product list.  And on August 23, 2018, the 

Administration issued a Presidential Memorandum that established specific objectives 

for the Executive Branch with respect to potential UPU reforms:  (1) development of a 

system of fair and nondiscriminatory rates for goods that promotes unrestricted and 

undistorted competition; (2) establishment of terminal dues rates that provide 

reimbursement of USPS costs to the same extent as domestic rates for comparable 

services; and (3) establishment of terminal dues rates applicable to inbound foreign 

small packages containing goods that reflect no favorable treatment of foreign mailers 

over domestic mailers, or postal operators over private-sector entities providing 

transportation services.2 

                                           
2 Presidential Memorandum, Modernizing the Monetary Reimbursement Model for the Delivery of Goods 
Through the International Postal System and Enhancing the Security and Safety of International Mail, 
§§ 2-3, 83 Fed. Reg. 47,791, 47,791-47,793 (2018). 
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Since issuance of the Presidential Memorandum and after the conclusion of the 

UPU Extraordinary Congress held in Addis Ababa, Ethiopia, the Department of State 

furnished a report to the President pursuant to the Presidential Memorandum in which 

the Department reported that sufficient progress had not been made on reforming terms 

of the UPU Acts in line with the policies identified in the Memorandum.3  The President 

concurred with the Department’s recommendation to adopt self-declared rates for 

terminal dues as soon as practicable, and no later than January 1, 2020.4  On October 

17, 2018, the Secretary of State gave notice to the UPU that the U.S. is withdrawing 

from the UPU effective in mid-October 2019.5  During this one-year period, the State 

Department will seek to negotiate bilateral and multilateral agreements that resolve the 

problems discussed in the Memorandum; if negotiations are successful, the U.S. could 

rescind the notice of withdrawal and remain in the UPU.6 

II. DESCRIPTION OF SERVICES 

 As described above, the current proposal concerns the transfer of inbound 

E format mail, and inbound registered services accompanying such items, to the 

competitive product list.  For clarification, the proposed transfer includes both small 

packets and bulky letters within Inbound Letter Post, which are both classified and 

dispatched as “E Format” mail.7   

                                           
3 Statement from the White House Press Secretary (Oct. 17, 2018), available at 
https://www.whitehouse.gov/briefings-statements/statement-press-secretary-38. 
4 Id. 
5 Id. 
6 Id. 
7 For simplicity, this docket is limited to volume that is currently subject to UPU default rates.  The MCS 
provisions that relate to the Australia Post bilateral, the Canada Post Corporation bilateral, and the three 
PRIME agreements would likewise be the subject of a future transfer if this docket is favorably reviewed. 

https://www.whitehouse.gov/briefings-statements/statement-press-secretary-38
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III. LEGAL CRITERIA FOR TRANSFER 

 A transfer request must satisfy the requirements of 39 U.S.C. §§ 3642 and 3633, 

with Section 3642 addressing the requirements for the transfer and Section 3633 

addressing the requirements for competitive classification, and 39 C.F.R. §§ 3020.31-

32.8 

A. Section 3642(b)(1) Criteria 

 As set forth in 39 U.S.C. § 3642(b)(1), a transfer cannot lead to competitive 

classification of a product over which the Postal Service exercises sufficient market 

power that it can, without risk of losing a significant level of business to other firms 

offering similar products:  (1) set the price of such product substantially above costs; 

(2) raise prices significantly; (3) decrease quality; or (4) decrease output.  Inbound 

Letter Post small packets and bulky letters are available for items with a weight of up to 

4.4 pounds, and customers use this product primarily to ship goods as an alternative to 

competitive parcel products offered by the Postal Service and other parcel products 

offered by private delivery service companies.  The Commission has recognized that 

“the parcels market is by all accounts competitive,”9 and Inbound Letter Post small 

packets and bulky letters are included within the parcels market identified by the 

Commission.   

 Private competitors of the Postal Service have acknowledged that they offer 

products that compete with Inbound Letter Post small packets and bulky letters, and 

                                           
8 Order No. 1461, Order Approving Request for Product List Transfer, Docket No. MC2012-44, Sept. 10, 
2012, at 4. 
9 Order No. 43, Order Establishing Ratemaking Regulations for Market-dominant and Competitive 
Products, Docket No. RM2007-1 (Oct. 29, 2007), at 86. 
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that Inbound Letter Post small packets and bulky letters should be classified as 

competitive.  For example, in Docket No. RM2017-3, United Parcel Service, Inc. (“UPS”) 

stated that “parcels within the scope of Inbound Letter Post are contestable by private 

sector companies, including UPS,” and urged the Commission to reclassify Inbound 

Letter Post as competitive to “comport with market realities.”10   

 Even if the competing products of commercial operators are not identical to 

Inbound Letter Post small packets and bulky letters, they still constitute competing 

products for purposes of the Section 3642 analysis.  Postal Service parcel products 

approved previously by the Commission for competitive classification reflected product 

differentiation at the time of transfer, and included fewer features than those included in 

competing products provided by FedEx, UPS, and other competitors, but were 

nevertheless competitive.11  In addition, the Commission has concluded that the 

products of commercial operators compete with postal products even when the prices of 

the postal products are significantly lower than the prices of commercial operators’ 

products.12 

 Inbound Letter Post small packets and bulky letters compete with Postal Service 

products classified as competitive, and the justification for the competitive classification 

of those products similarly applies to Inbound Letter Post small packets and bulky 

                                           
10 Reply Comments of United Parcel Service, Inc., Docket No. RM2017-3, Mar. 30, 2018, at 7. 
11 See Request of the United States Postal Service to Transfer Parcel Post to the Competitive Product 
List, Docket No. MC2012-13, Apr. 26, 2012, at att. B. 
12 See Order No. 1411, Order Conditionally Granting Request to Transfer Parcel Post to the Competitive 
Product List, Docket No. MC2012-13, July 19, 2012 (concluding that UPS ground and FedEx ground 
compete with Parcel Post despite the significantly lower rates of Parcel Post); Order No. 689, Order 
Conditionally Granting Request to Transfer Commercial Standard Mail Parcels to the Competitive Product 
List, Docket No. MC2010-36, March 2, 2011 (determining that competitor products compete with postal 
products despite the significantly lower rates of the postal product). 
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letters.  Inbound Letter Post includes items as heavy as 4.4 pounds,13 and competitive 

products have rates for items as light as less than one pound.14  Any mailer – including 

an importer or shipper of foreign-origin packages – seeking U.S. delivery of an item 

containing goods and weighing less than 4.4 pounds has multiple postal and 

commercial options.  The array of options can meet the mailer’s preferences concerning 

different features, including delivery time, tracking, and indemnity.  The market options 

also allow mailers to weigh the desirability of those features against prices for Inbound 

Letter Post small packets and bulky letters and their competitive counterparts.   

 With respect to the issue of market share for inbound packages, the Postal 

Service’s share of the relevant market falls below the threshold for market dominance.  

Market research indicates that the Postal Service has a limited market share for end-to-

end inbound package volume, even when last-mile delivery volume is included.15  And 

because the majority of inbound package volume consists of items eligible for mailing 

as packets based on weight,16 it is reasonable to conclude that the Postal Service’s 

market share for Inbound Letter Post small packets and bulky letters is similar to its 

market share for inbound packages overall. 

 Finally, although the new prices established for Inbound Letter Post small 

packets and bulky letters will be higher than the Inbound Letter Post prices previously 

applicable to small packets and bulky letters weighing 4.4 pounds or less, such price 

                                           
13 See Mail Classification Schedule § 1130.2 (revised through July 15, 2018) (Inbound Letter Post, Size 
and Weight Limitations). 
14 See Mail Classification Schedule § 2310.2 (revised through July 15, 2018) (Inbound Parcel Post (at 
UPU rates), Size and Weight Limitations). 
15 USPS-LR-MC2019-17/NP1. 
16 Id. 
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increase does not demonstrate market power.  The Postal Service expects to lose a 

measurable amount of volume to competitors.  In addition, much of any price increase 

would likely be necessary to achieve full cost coverage, as discussed in the following 

section.  The Commission has recognized that a price increase for this purpose is not 

evidence of market power for analysis of mail classification.17 

B. Section 3633 Criteria 

With respect to the second set of relevant statutory criteria, 39 U.S.C. § 3633 and 

39 C.F.R. § 3020.32(c) set forth three standards for competitive products.  Subsection 

(a)(1) prohibits the subsidization of competitive products by market-dominant products.  

Subsection (a)(2) requires each competitive product to cover its attributable costs.  And 

subsection (a)(3) requires that all competitive products collectively cover an appropriate 

share of Postal Service institutional costs, which the Commission has determined to be 

5.5 percent. 

 Previous cost coverage data for the Inbound Letter Post product are not legally 

determinative here, because the transfer would be combined with efforts in subsequent 

proceedings to establish new rates for Inbound Letter Post small packets and bulky 

                                           
17 Previously, the Commission has approved the competitive classification of a parcel product where the 
Postal Service raised prices 21 percent to achieve cost coverage.  Order No. 1536, Order Approving 
Changes in Rates of General Applicability for Competitive Products, PRC Docket No. CP2013-3, Nov. 8, 
2012, at 4, 11-12; Order No. 1411, Order Conditionally Granting Request to Transfer Parcel Post to the 
Competitive Product List, PRC Docket No. MC2012-13, July 20, 2012.  See also Order No. 1062, Order 
Approving Changes in Rates of General Applicability for Competitive Products, PRC Docket No. CP2012-
2, Dec. 21, 2011, at 10-12 (finding Parcel Select to be in compliance with Section 3633(a)(2) after transfer 
of Parcel Select Lightweight and an 8.9-percent increase in its prices); Order No. 689, Order Conditionally 
Granting Request to Transfer Commercial Standard Mail Parcels to the Competitive Product List, PRC 
Docket No. MC2010-36, Mar. 2, 2011, at 19; cf. also Order No. 4009, Order Conditionally Approving 
Transfer, PRC Docket No. MC2015-7, July 20, 2017, at 3, 40-41 (approving transfer conditionally, 
pending review of a pricing proposal). 
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letters, and inbound registered service associated with such items.  To satisfy the 

Section 3633(a) standards, the Postal Service expects rates associated with Inbound 

Letter Post small packets and bulky letters to be fully remunerative and provide healthy 

contribution to institutional costs.  As the rates have yet to be determined, the Postal 

Service is not declaring a fixed implementation date, and instead expects that the 

transfer will be effective at a date to be determined to coincide with self-declared rate 

changes or as otherwise determined by the Governors.  Therefore, if the transfer of 

Inbound Letter Post small packets and bulky letters is approved, the new Inbound Letter 

Post Small Packets and Bulky Letters product should satisfy paragraphs (a)(1) and (2) 

of Section 3633. 

As to subsection (3) of Section 3633, the Commission has determined that 

competitive products, as a whole, must cover at least 5.5 percent of the Postal Service’s 

total institutional costs.  See 39 C.F.R. § 3015.7(c).  Competitive products have cleared 

that bar by an increasingly wide margin in recent years, and their achievement of the 

minimum-contribution requirement is not expected to be in question in FY2019.18  Given 

that the Inbound Letter Post Small Packets and Bulky Letters product is expected to 

cover its attributable costs in FY2019, the Postal Service is confident that the new 

Inbound Letter Post Small Packets and Bulky Letters product will not cause competitive 

products to cover less than 5.5 percent of the Postal Service’s institutional costs.  

Accordingly, the transfer of Inbound Letter Post small packets and bulky letters to the 

competitive product list should satisfy subsection (a)(3) of Section 3633. 

                                           
18 See, e.g., Annual Compliance Determination Report, Fiscal Year 2017, Mar. 29, 2018, at 92. 
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IV. ISSUES RELATED TO PRIVATE EXPRESS STATUTES 

 A product may be categorized as competitive only if it is not covered by the PES. 

In general, the Private Express Statutes (“PES”) (18 U.S.C. §§ 1693-1699; 39 U.S.C. §§ 

601-606) make it unlawful for any entity other than the Postal Service to send or carry 

letters over post routes for compensation unless applicable postage has been paid and 

the letter has been prepared according to certain requirements, or the carriage qualifies 

as an exception.  Of relevance to Inbound Letter Post are exceptions for letters that 

relate to the contents of a package (such as invoices) and certain advertising.19  The 

Postal Accountability and Enhancement Act added two new exceptions, which include a 

price test and a weight test.  Specifically, a letter may be carried privately if the amount 

paid for the private carriage of the letter is at least six times the rate currently charged 

for the first ounce of a single-piece First-Class Mail letter or if the letter weighs at least 

12.5 ounces.20   

Under UPU regulations concerning Inbound Letter Post, documents can be 

combined with goods in Inbound Letter Post.  The Postal Service expects that such 

documents would likely consist of invoices and advertising exempt from the PES.  In 

many circumstances, bulky letters and small packets containing letters would be 

expected to exceed the 12.5-ounce threshold under the PES.  Of the bulky letters and 

small packets that might not fall within these exceptions, a portion of those remaining 

items may be excluded from the PES by definition.21  Although it is possible that some 

                                           
19 39 C.F.R. §§ 310.3(a), 320.7.  The “letters relating to cargo” exception derives from 18 U.S.C. § 1694.  
The advertising exception originated as a suspension of the PES and was later elevated into a statutory 
exception.  See 39 U.S.C. § 601(b)(3). 
20 39 U.S.C. § 601(b)(1)-(2). 
21 See 39 C.F.R. § 310.1(a)(7)(i)-(xii).   
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Inbound Letter Post small packets and bulky letters may not be exempt or excluded 

from the PES, Commission precedent supports transfer notwithstanding such an 

incidental prospect.  For example, in its Order approving the transfer of the retail First-

Class Mail Parcels product, the Commission focused on the prevailing likelihood that 

the product would contain only documents incidental to the goods, without regard to the 

Postal Service’s inability to definitively exclude any possibility that an item might be 

covered by the PES.22  

 In view of the theoretical possibility that some Inbound Letter Post items may be 

subject to the PES, and in order to achieve the policy objectives set for the Executive 

Branch as expressed in the Presidential Memorandum described above, the Postal 

Service is likely to propose rates for Inbound Letter Post for consideration by the 

Governors that reflect consideration of the price test in 39 U.S.C. § 601(b)(1), so that 

the minimum price at an average weight per piece could be at least six times the basic 

rate of postage.23  The Postal Service has taken this position in previous requests for 

the competitive classification of other products, and the Commission accepted each 

such proposed classification.24  These rates were eligible for competitive status 

                                           
22 See Order No. 4009, Order Conditionally Approving Transfer, PRC Docket No. MC2015-7, July 20, 
2017. 
23 Order No. 2160, Order Approving Product List Transfer, PRC Docket No. MC2014-28, Aug. 19, 2014, 
at 5 (finding that Inbound Surface Parcel Post (at UPU Rates) was exempt from the PES because all 
prices were above the Section 601(b)(1) threshold); Order No. 1411, Order Conditionally Granting 
Request to Transfer Parcel Post to the Competitive Product List, PRC Docket No. MC2012-13, July 20, 
2012, at 7 (approving transfer where the Postal Service argued that any letters would be exempt from the 
PES due to the “cargo” exception, the “incidental advertising” exception, and the price test); see also 
Reply Comments of the United States Postal Service, PRC Docket No. MC2015-7, Jan. 7, 2015, at 18 
fn.27 (collecting Commission orders approving product classifications based, at least in part, on the price 
test). 
24 Id. 
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because “the rates payable to the Postal Service [were] higher than six times the 

current price of a one-ounce, single-piece First-Class letter, and so it may be assumed 

that alternative delivery could also be obtained from a private carrier at a price 

exceeding this test.”25  Thus, approval of the proposed classification at issue here would 

be a natural extension of Commission precedent.   

V. PRICING AND IMPLEMENTATION 

 Upon favorable review of this request, the Postal Service will submit a new filing 

to set new rates for inbound international market dominant and competitive services, 

subject to PRC review and approval.  It is expected that the transfer would become 

effective at a date to be determined to coincide with self-declared rate changes or as 

otherwise determined by the Governors. 

VI. CONCLUSION 

As discussed in the Statement of Supporting Justification, the request to transfer 

Inbound Letter Post small packets and bulky letters fulfills all of the statutory and 

regulatory criteria for competitive products.  In addition, the transfer would improve 

consistency between inbound and outbound products: the competitive product list 

already includes the outbound international products analogous to those at issue here, 

as well as both inbound air and surface parcel post, which are co-extensive with 

Inbound Letter Post packets and bulky letters. 

Accordingly, the Postal Service requests that the Commission transfer these 

products from the market-dominant product list to the competitive product list, by 

                                           
25 Request of the United States Postal Service to Add Canada Post-United States Postal Service 
Contractual Bilateral Agreement for Inbound Competitive Services to the Competitive Product List, and 
Notice of Filing (Under Seal) the Enabling Governors’ Decision and Agreement, PRC Docket Nos. 
MC2010-14 & CP2010-13, Nov. 15, 2009, att. 2 at 3. 
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removing them from the market dominant product list and adding identical services to 

the competitive product list.   

 
 Respectfully submitted, 
 
 UNITED STATES POSTAL SERVICE 
 By its attorneys: 
 
 Anthony F. Alverno 

Chief Counsel, Global Business & Service 
Development 

 
 Jacob D. Howley 
 James M. Mecone 
  
   
475 L'Enfant Plaza West, S.W. 
Washington, D.C. 20260-1101 
(202) 268-6858 
James.M.Mecone@usps.gov



Attachment A 
 

Statement of Supporting Justification 
 

 
 I, Franca S. Davis, Managing Director Global Business, sponsor the Postal 

Service’s request that the Postal Regulatory Commission (“Commission”) transfer 

Inbound Letter Post small packets and bulky letters, and inbound registered service 

associated with such items, to the list of competitive products as international products.1  

This statement supports the Request by providing the information required by each 

applicable subsection of 39 C.F.R. § 3020.32, as indicated below.  I attest to the 

accuracy of the information contained herein. 

 
(a) Demonstrate why the change is in accordance with the policies and the 

applicable criteria of chapter 36 of title 39 of the United States Code. 
 
 As demonstrated below in subsections (b) through (i), the change complies with 

the applicable statutory provisions. 

 
(b) Explain why, as to market dominant products, the change is not inconsistent with 

each requirement of 39 U.S.C. 3622(d), and that it advances the objectives of 39 
U.S.C. 3622(b), taking into account the factors of 39 U.S.C. 3622(c). 

 
 Because the Request is for a transfer to the competitive product list, this 

subsection is not applicable. 

 
(c) Explain why, as to competitive products, the addition, deletion, or transfer will not 

result in the violation of any of the standards of 39 U.S.C. 3633. 
 

Section 3633 sets forth three standards for competitive products.  Subsection 

(a)(1) prohibits the subsidization of competitive products by market-dominant products.  

                                           
1 This Statement generally uses the term “Inbound Letter Post small packets and bulky letters” to refer to 
mail dispatched as E Format under the regulations of the Universal Postal Union (“UPU”) and included in 
the current Inbound Letter Post market-dominant product category, which would be removed from this 
category and classified as competitive after the transfer. 
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Subsection (a)(2) requires each competitive product to cover its attributable costs.  And 

subsection (a)(3) requires that all competitive products collectively cover an appropriate 

share of Postal Service institutional costs, which the Commission has determined to be 

5.5 percent. 

Previous cost coverage data for the Inbound Letter Post product are not relevant 

to the evaluation of Inbound Letter Post small packets and bulky letters because the 

transfer would be combined with efforts in subsequent proceedings to establish new 

rates for Inbound Letter Post items containing goods.  To be consistent with statutory 

requirements, the Postal Service expects rates associated with Inbound Letter Post 

small packets and bulky letters to be fully remunerative and provide contribution to 

institutional costs.  As the rates have yet to be determined, the Postal Service is not 

declaring a fixed implementation date, and instead expects that the transfer will be 

effective at a date to be determined to coincide with self-declared rate changes or as 

otherwise determined by the Governors.   

 As to paragraph (a)(3) of Section 3633, the Commission has determined that 

competitive products, as a whole, must cover at least 5.5 percent of the Postal Service’s 

total institutional costs.2  Given that the Inbound Letter Post Small Packets and Bulky 

Letters product is expected to cover their attributable costs in FY2019, the Postal 

Service is confident that the new Inbound Letter Post Small Packets and Bulky Letters 

product will not cause competitive products to cover less than 5.5 percent of the Postal 

Service’s institutional costs.  Accordingly, the transfer of Inbound Letter Post small 

                                           
2 See 39 C.F.R. § 3015.7(c). 
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packets and bulky letters to the competitive product list should satisfy subsection (a)(3) 

of Section 3633. 

 
(d) Verify that the change does not classify as competitive a product over which the 

Postal Service exercises sufficient market power that it can, without risk of losing 
a significant level of business to other firms offering similar products: (1) set the 
price of such product substantially above costs; (2) raise prices significantly; (3) 
decrease quality; or (4) decrease output. 

 
 Inbound Letter Post small packets and bulky letters compete with Postal Service 

products classified as competitive, and the justification for the competitive classification 

of those products applies to Inbound Letter Post small packets and bulky letters.  

Inbound Letter Post includes items as heavy as 4.4 pounds,3 and competitive products 

have rates for items as light as under one pound.4  Any mailer – including an importer or 

shipper of foreign-origin packages – seeking U.S. delivery of an item containing goods 

and weighing less than 4.4 pounds has multiple postal and commercial options.  The 

array of options can meet the mailer’s preferences concerning different features, 

including delivery time, tracking, and indemnity.  The market options also allow mailers 

to weigh the desirability of those features against prices for Inbound Letter Post small 

packets and bulky letters and their competitive counterparts.   

 With respect to the Postal Service’s position in the relevant market, the Postal 

Service’s share of the relevant market falls below the threshold for market dominance.  

Market research indicates that, for inbound packages, the Postal Service has a limited 

                                           
3 See Mail Classification Schedule § 1130.2 (revised through July 15, 2018) (Inbound Letter Post, Size 
and Weight Limitations). 
4 See Mail Classification Schedule § 2310.2 (revised through July 15, 2018) (Inbound Parcel Post (at 
UPU rates), Size and Weight Limitations). 
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market share for end-to-end inbound package volume, even when last mile delivery 

volume is included.5  And because the majority of inbound package volume includes 

items eligible for mailing as packets based on weight,6 it is reasonable to conclude that 

the Postal Service’s market share for Inbound Letter Post small packets and bulky 

letters is similar to its market share for inbound packages. 

  Finally, although the new prices established for Inbound Letter Post small 

packets and bulky letters will be higher than the Inbound Letter Post prices previously 

applicable to small packets and bulky letters weighing 4.4 pounds or less, this price 

increase does not demonstrate market power.  The Postal Service expects to lose a 

measurable amount of volume to competitors.  In addition, much of this price increase is 

allocated to the achievement of full cost coverage and compliance with the Presidential 

Memorandum, and does not represent an increase to prices that already exceed costs.  

 
(e) Explain whether or not each product that is the subject of the request is covered 

by the postal monopoly as reserved to the Postal Service under 18 U.S.C. 1696 
subject to the exceptions set forth in 39 U.S.C. 601. 

 
The contents of the Inbound Letter Post Small Packets and Bulky Letters product 

will be outside the scope of the letter monopoly, or if any letters are contained in such 

packets, the product should still fit within the scope of the exceptions or suspensions to 

the Private Express Statutes.7   

Inbound Letter Post small packets and bulky letters typically contain 

merchandise, which is not subject to the Private Express Statutes.   To the extent that 

                                           
5 USPS-LR-MC2019-17/NP1. 
6 Id. 
7 See 39 C.F.R § 310.1 (defining a letter). 
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Inbound Letter Post small packets and bulky letters contain any types of documents, 

such documents would likely include invoices, receipts, or incidental advertising.  With 

respect to any invoices or receipts accompanying merchandise in Inbound Letter Post 

small packets and bulky letters, the exception in 39 C.F.R. § 310.3(a) permits the 

inclusion of such matter because it both accompanies and relates “in all substantial 

respects to some part of the cargo or to the ordering, shipping or delivering of the 

cargo.”  Incidental, non-addressed, non-personalized advertising enclosed in an 

Inbound Letter Post small packet or bulky letter will also be within the scope of 39 C.F.R 

§ 320.7.  This exception permits the private carriage of advertisements “enclosed with 

merchandise in parcels” to be carried privately, as long as the advertisements (i) are not 

marked with the names or addresses of intended recipients, and (ii) are incidental to the 

shipment of merchandise or periodicals.  Moreover, many other types of writings that 

may be contained in the relevant products are excluded from the Private Express 

Statutes by definition.8   

Finally, with respect to any non-exempt letters that might be contained in Inbound 

Letter Post small packets and bulky letters, and in order to achieve the policy objectives 

set for the Executive Branch as expressed in the Presidential Memorandum, the Postal 

Service is likely to propose prices to the Governors at or above the levels necessary to 

fit within the price exception in 39 U.S.C. § 601(b)(1).  This exception permits the 

inclusion of letters in Inbound Letter Post small packets and bulky letters if the price 

paid for the carriage will be “at least the amount equal to 6 times the rate currently 

charged for the first ounce of a single-piece first class letter.”  Thus, this exception 

                                           
8 39 C.F.R. § 310.1(a)(7)(i)-(xii). 
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applies if the base price for the Inbound Letter Post Small Packets and Bulky Letters 

category is at least six times the basic rate of postage for the First-Class Mail single-

piece rate at an average weight per piece.  Accordingly, with the expected price 

parameters, the Inbound Letter Post Small Packets and Bulky Letters product will not 

contain letters other than those within the scope of the exceptions or suspensions to the 

Private Express Statutes.9 

 
(f) Provide a description of the availability and nature of enterprises in the private 

sector engaged in the delivery of the product. 
 

Inbound Letter Post small packets and bulky letters compete primarily against the 

shipping services offered by integrators, such as FedEx, UPS, and DHL, and freight 

forwarders and consolidators.  As described in section (d) above, competitive products 

offered by the Postal Service also compete with Inbound Letter Post small packets and 

bulky letters.   

Foreign postal operators offer products that compete with Inbound Letter Post 

small packets and bulky letters through their operation of extra-territorial offices of 

exchange (“ETOEs”).  Many of these ETOEs, as well as unregistered operations similar 

to ETOEs, enter Inbound Letter Post mail by routing Inbound Letter Post items through 

their home countries and mixing them in with their own mail dispatches.  ETOEs and 

private shipping companies may also offer foreign postal operators the alternative of 

“ABC remail,” whereby mail is routed through third countries that may access 

destination postal operators’ networks at lower terminal dues rates.  These practices 

                                           
9 These price changes would be proposed in a separate Competitive price change case that would be 
completed before implementation of the new Inbound Letter Post Small Packets and Bulky Letters 
category. 
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enable foreign postal operators and shipping companies to engage in rate or 

transportation-cost arbitrage, and they can provide effective competition to Inbound 

Letter Post small packets and bulky letters. 

 
(g) Provide any information available on the views of those who use the product on 

the appropriateness of the proposed modification. 
 

Price changes are likely to be the major concern for users of the product: that is, 

for foreign postal operators.  To ensure that the Inbound Letter Post Small Packets and 

Bulky Letters product covers its costs, it will be necessary to set the prices of Inbound 

Letter Post small packets and bulky letters above the previous prices of Inbound Letter 

Post, as set through UPU Convention.  From a business standpoint, however, the 

Postal Service would have little incentive to set prices for the Inbound Letter Post Small 

Packets and Bulky Letters product above those for competitive products offered by the 

Postal Service or products offered by UPS, FedEx, and other competitors; otherwise, 

the relevant volume would shift to competitors or to other competitive postal products.  

In addition, the establishment of a price for the Inbound Letter Post Small Packets and 

Bulky Letters product that exceeds the previous price of Inbound Letter Post is 

consistent with the policy announced in the Presidential Memorandum. 

(h) Provide a description of the likely impact of the proposed modification on small 
business concerns. 

 
The transfer of Inbound Letter Post small packets and bulky letters, and inbound 

registered service associated with such items, to the competitive product list is unlikely 

to result in any disproportionate impact on small business concerns.  The users of these 

products are foreign postal operators and, vicariously, foreign mailers, whose interests 

are not a direct or primary concern of U.S. postal regulation.  Indeed, many U.S.-based 
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small businesses that ship to U.S. purchasers have supported an increase in prices for 

Inbound Letter Post small packets, due to their view that the current rates distort the 

market to the disadvantage of U.S. mailers and small businesses.  While a price 

increase might increase U.S.-based small businesses’ costs to import supplies and 

inventory, those concerns should be ameliorated by the fact that competing products 

will constrain the magnitude of any price increase above what is necessary to meet the 

relevant legal and policy criteria.   

 
(i) Include such information and data, and such statements of reasons and bases, 

as are necessary and appropriate to fully inform the Commission of the nature, 
scope, significance, and impact of the proposed modification. 

 
As discussed above, the Postal Service believes that there is no legal or 

business purpose for maintaining the market-dominant classification for the small 

packet and bulky letters segment of its Inbound Letter Post product.  Small packets and 

bulky letters are used primarily for the shipment of goods, which is the focus of services 

offered by UPS, FedEx, and other private delivery service companies.  Shifting Inbound 

Letter Post small packets and bulky letters, and inbound registered service associated 

with such items, to the competitive product list as international products would create a 

more logical structure for the Postal Service’s international offerings.  It would also 

enable the pricing flexibility necessary for the Postal Service to implement a pricing 

policy that complies with the policies communicated in the Presidential Memorandum.  

In addition, the transfer would improve consistency between inbound and outbound 

products: the competitive product list already includes the outbound international 

products analogous to those at issue here, as well as both inbound air and surface 

parcel post, which are co-extensive with Inbound Letter Post packets and bulky letters. 



Attachment B 

 
 
 
 
 
 

DRAFT MAIL CLASSIFICATION SCHEDULE (MCS) 
LANGUAGE 

 
 
 



Attachment B 

 2 

PART A 
 
 

MARKET DOMINANT PRODUCTS 
 

 
1000 MARKET DOMINANT PRODUCT LIST 
 
  ***** 
 
1001 MARKET DOMINANT PRODUCT DESCRIPTIONS 
 
 ***** 
* * * * * 
1100  First-Class Mail 
 
* * * * * 
1130 Inbound Letter Post 
 
1130.1 Description 
 

a. Inbound Letter Post consists of inbound International pieces 
(originating outside of the United States and destined for delivery 
inside of the United States) thatare subject to the provisions of the 
Universal Postal Convention of the Universal Postal Union contain 
only documents, and encompasses letters (to include aerogrammes 
and postcards), packages, postcards, and large letters, and small 
packets, up to 2 kilograms.  Inbound Letter Post items in transit 
through the United States from a foreign origin for delivery to a foreign 
destination are included in the Inbound Letter Post Grouping.  
Inbound Letter Post includes items for the blind that correspond to the 
applicable format. 

 
b. Inbound Letter Post pieces, including transit mail, are sealed against 

inspection but may be opened by Customs and Border Protection 
under certain circumstances. 

 
c. Inbound Letter Post pieces that are undeliverable-as-addressed are 

entitled to be forwarded or returned to the sender. 
 
d. Postage and other charges paid by the sender are determined by the 

country of origin or the designated operator of the country of origin. 
 
 
1130.2 Size and Weight Limitations 
 

Small Letters (P Format) , Small Packets, and Packages 
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 Length Height Thickness Weight 
Minimum 5.5 inches 3.5 inches 0.007 inch none 

Maximum 249.6 inches1/ 6.5 inches2/ 0.196 inch3/ 4 pounds3.5 
ounces Length plus height plus thickness of 36 inches 

 
1/ Postcards subject to maximum of 6 inches; aerogrammes subject to maximum of 8.66 
inches. 
2/ Postcards subject to maximum of 4.25 inches; aerogrammes subject to maximum of 
4.33 inches. 
3/ Postcards subject to maximum of 0.196 inch; aerogrammes subject to maximum of 
0.016 inch.  

 
Large Letters (Flats) (G Format) 

 
 Length Height Thickness Weight 

Minimum 5.5 inches 3.5 inches none none 

Maximum 15 inches 12 inches 0.787 inch 17.6 ounces 
 

Rolls 
 

 Length Length plus 
twice the diameter 

Weight 

Minimum 4 inches 6.75 inches none 

Maximum 36 inches 42 inches 4 pounds 
 
 
1130.3 Minimum Volume Requirements 
 

 Minimum Volume Requirements 
Letters, 
Small Packets, 
and Packages 

none 

Postcards none 

RollsLarge 
Letters (Flats) 

none 

 
 
1130.4 Price Categories 
 

The following price categories are available for the product specified in 
this section: 

 
• UPU-Terminal Dues 
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• Letters, postcards,and large letters and small packets up to 2 
kilograms 

 
 
1130.5 Optional Features 

 
The following additional postal services may be available in conjunction 
with the product specified in this section: 
 
• International Ancillary Services (1510) 

• Inbound International Registered Mail (1510.2) 
• Inbound International Return Receipt (1510.3) 
• Customs Clearance and Delivery Fee:  dutiable items only 

(1510.4) 
 
 
1130.6 Prices 
 

Foreign postal operatorsadministrations pay the Postal Service for the 
delivery of inbound letter post mail at prices set by the Universal Postal 
Convention, known as terminal dues, as determined by applicable self-
declared rates or international agreement.  Payment by the foreign 
administration is made in accordance with the Universal Postal 
Convention Article 12 and associated UPU Letter Post Regulations.  This 
information is available in the Letter Post Manual, which are available at 
www.upu.int. 

* * * * * 

 
PART B 

 
 

COMPETITIVE PRODUCTS 
 

 
2000 COMPETITIVE PRODUCT LIST 
 
  ***** 
 
2001 COMPETITIVE PRODUCT DESCRIPTIONS 
 
 ***** 
* * * * * 
 
2300  International Products 
 
2300.1 General 
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Prices for international postage generally are segmented into Price 
Groups with multiple destination countries represented in each Price 
Group.  To identify what Price Group a destination country is in, refer to 
Country Price Group List for International Mail (4000).  The number of 
Price Groups that exists depends on the category of mail.  A particular 
destination country may fall into different Price Groups for different 
categories of mail. 

 
 
2300.2 Included Services 
 

• Outbound International Expedited Services (2305) 
 
• Inbound Parcel Post (at UPU rates) (2310) 
 
• Outbound Priority Mail International (2315) 
 
• International Priority Airmail (IPA) (2320) 
 
• International Surface Air Lift (ISAL) (2325) 
 
• International Direct Sacks–M-Bags (2330) 
 
• Outbound Single-Piece First-Class Package International Service 

(2335) 
 

• Inbound Letter Post Small Packets and Bulky Letters (2340) 
 
* * * * * 
 
2340 Inbound Letter Post Small Packets and Bulky Letters 
 
2340.1 Description 
 

 
a. Inbound Letter Post Small Packets may contain documents or goods, 

and Bulky Letters contain documents.  Inbound Letter Post Small 
Packets and Bulky Letters service includes rolls and E format items 
for the blind. 
 

b. Inbound Letter Post Small Packets and Bulky Letters service is sealed 
against inspection. 

 
c. The insertion of correspondence, with the exception of archived 

materials, exchanged between persons other than sender and the 
addressee or persons living with them, is prohibited. 

 
d. Inbound Letter Post Small Packets and Bulky Letters service includes 

transit revenue for small packets and bulky letters transiting from a 
foreign country to another foreign country through the United States. 
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e. Postage and other charges paid by the sender are determined by the 

country of origin. 
 

 
2340.2 Size and Weight Limitations 
 
 Small Packets and Bulky Letters (E Format) 
 

 Length Height Thickness Weight 
Minimum 5.5 inches 3.5 inches 0.007 inch none 

Maximum 24 inches  4.4 pounds1/ 

Length plus height plus thickness of 36 inches 
 

1/ Items for the blind subject to maximum weight of 15.432 pounds 
 

Rolls (E Format) 
 

 Length Length plus 
twice the diameter 

Weight 

Minimum 3.94 inches 6.69 inches none 

Maximum 35.43 inches 40.94 inches 4.4 pounds 
 

 
 
2340.3 Minimum Volume Requirements 
 

 Minimum Volume Requirements 
Small Packets 
and Bulky 
Letters 

none 

 
 
2340.4 Price Categories 
 

The following price categories are available for the product specified in 
this section: 

 
• Inbound Letter Post Small Packets and Bulky Letters Rates 

 
 
2340.5 Optional Features 

 
The following additional postal services may be available in conjunction 
with the product specified in this section: 
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• International Ancillary Services (2615) 
• Competitive International Registered Mail (2615.2) 
• Customs Clearance and Delivery Fee (2615.6) 

 
 
2340.6 Prices 
 

Foreign postal operators pay the Postal Service for the delivery of 
inbound letter post mail at prices known as terminal dues, as determined 
by applicable self-declared rates or international agreement.  

 
* * * * * 
 
2600 SPECIAL SERVICES 
 
 ***** 
* * * * * 
 
2615 International Ancillary Services 
 
* * * * * 
2615.2 Outbound Competitive International Registered Mail 
 
2615.2.1 Description 
 

Outbound Competitive International Registered Mail 
 
a. Outbound Competitive International Registered Mail service provides 

additional protection and security in dispatch and conveyance in the 
United States for items mailed using Outbound Single-Piece First-
Class Package International Service.  In the United States registered 
mail items are handled separately from all other mail and are kept in a 
secure area with restricted access.  In destination countries registered 
mail items are handled in accordance with the internal procedures of 
the destination country. 

 
b. Registered items may weigh up to 4 pounds. 
 
c. For each registered item a mailing receipt is issued by the office of 

mailing and a record of delivery is maintained at the office of 
destination. 

 
d. Regardless of the declared value of a registered item, the maximum 

amount of indemnity payable for loss, damage, or missing contents is 
limited to the amount set by UPU Letter Post Regulations Article RL 
155.4.  This information is available in the Letter Post Manual at 
www.upu.int and the International Mail Manual. 

 
e. Outbound Competitive International Registered Mail service is subject 

to both U.S. Postal Service requirements and the prohibitions and 
restrictions of the destination country. 
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Inbound Competitive International Registered Mail 
 
Inbound Competitive International Registered Mail Service is available for 
Inbound Letter Post Small Packets and Bulky Letters.  A signature may 
be obtained at the time of delivery.  Indemnity in the event of loss or 
damage may be offered.  Tracking may be offered to certain origin 
operators under a supplementary remuneration program. 
 

 
 
2615.2.2 Prices 
 
 Outbound Competitive International Registered Mail 
 

 ($) 
Per Piece 15.50 

 
 
 Inbound Competitive International Registered Mail 
 

Payment is made in the form of surcharges or supplemental revenue paid by 
foreign postal operators under applicable self-declared rates or international 
agreement. 

 



RESOLUTION OF THE GOVERNORS 

OF THE 

UNITED STATES POSTAL SERVICE 

Resolution No. 18-9 

Transfer of Inbound Letter Post Small Packets and Bulky Letters, and 
Inbound Registered Service Accompanying Such Items, to the Competitive 

Product List  

RESOLVED: 

Pursuant to section 3642 of title 39, United States Code, the Postal 

Service shall file a request with the Postal Regulatory Commission to transfer 

Inbound Letter Post small packets and bulky letters, and inbound registered 

service accompanying such items, from the market-dominant product list to the 

competitive product list.  The transferred products shall thereafter appear on the 

competitive product list at a date to be determined to coincide with self-declared 

rate changes or as otherwise determined by the Governors.   

Postal management is directed to provide the required public notice and to 

file with the Postal Regulatory Commission the transfer request and supporting 

documents, including changes to the classification text, in accordance with Part 

3020 of Title 39, Code of Federal Regulations. 

The foregoing Resolution was adopted by the Governors on November 13, 

2018. 

Michael J. Elston 
Acting Secretary, Board of Governors 

ATTACHMENT C
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