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1 

United Parcel Service, Inc. (“UPS”) respectfully submits these comments in 

response to the Commission’s Notice and Order Concerning Transfer of Inbound Letter 

Post Small Packets and Bulky Letters, and Inbound Registered Service Associated With 

Such Items, to the Competitive Product List (November 20, 2018) (“Order No. 4883”). 

INTRODUCTION 

On November 16, 2018, the Postal Service requested that inbound letter post 

small packets and bulky letters (“inbound E format mail”), and inbound registered 

services associated with such items, be transferred from the market-dominant product 

list to the competitive product list.1  The Postal Service’s transfer request comes after 

(1) the Commission initiated a public inquiry docket (PI2018-1) on July 12, 2018, to 

evaluate the classification of Inbound Letter Post,2 and (2) the President issued a 

memorandum on August 23, 2018, seeking the development of a system of “fair and 

nondiscriminatory rates for goods” that would “avoid a preference for inbound foreign 

small packages containing goods that favor foreign mailers over domestic mailers.”3

UPS supports the Postal Service’s request, assuming that the transfer request 

covers all inbound E format mail from all 192 member countries in the Universal Postal 

Union (“UPU”), as opposed to just a subset of countries.  Naturally, the Postal Service 

should not be allowed to pick and choose—especially without transparency—potential 

1 See United States Postal Service Request to Transfer Inbound Letter Post Small 
Packets and Bulky Letters, and Inbound Registered Service Associated With Such Items, to the 
Competitive Product List, Dkt. No. MC2019-17 (Nov. 16, 2018) (“Request”), at 1-2. 

2   Notice and Order Initiating Public Inquiry on the Classification of the Inbound Letter 
Post Product, Dkt. No. PI2018-1 (July 12, 2018), at 7. 

3   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, 83 Fed. Reg. 47791, 47793 (2018). 
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subsets of inbound E format mail to remain classified as market-dominant.  UPS further 

agrees that self-declared rates are needed and should be applicable to these products. 4

However, the transfer should be approved by the Commission regardless of the status 

of determining self-declared rates.  UPS recognizes that as the products are 

transferred, new rates must be assigned to these products since UPU rates would no 

longer be applicable. UPS suggests that these rates equal those of comparable 

domestic rates for the same services. 

UPS has previously suggested that Inbound Letter Post be reclassified from the 

market-dominant category to the competitive category, because the Postal Service has 

already admitted that small packets within Inbound Letter Post are “subject to 

considerable competition.”5  Transferring inbound E format mail and the related 

registered services to the competitive products list is consistent with both market 

realities and PAEA’s policies.  See 39 U.S.C. §§ 3632, 3633, 3642; 39 C.F.R. § 3020.30 

et seq.  UPS also believes that this reclassification is fully consistent with existing postal 

monopoly laws. 

For these reasons, the Commission should transfer all inbound E format mail and 

their related registered services to the competitive products list.  

ARGUMENT 

I. THE POSTAL SERVICE’S REQUEST IS CONSISTENT WITH PAEA

Reclassifying inbound E format mail and related services is consistent with PAEA 

requirements and market realities. 

4   Request at 1. 
5 See Reply Comments of United Parcel Service, Inc., Dkt. No. RM2017-3 (Mar. 30, 

2018), at 2. 
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A. Section 3642 (Product Transfers) 

Inbound E format mail is typically used to ship goods, placing it in competition 

with products offered by private firms like UPS and FedEx.  Under Section 3642 of the 

PAEA, products are classified as market-dominant if the Postal Service enjoys certain 

indicia of market power, such as the ability to “effectively set the price of such product 

substantially above costs, raise prices significantly, decrease quality, or decrease 

output, without risk of losing a significant level of business to other firms offering similar 

products.”  39 U.S.C. § 3642(b)(1).  Inbound E format mail is considered part of the 

parcels market, which the Commission has recognized as “by all accounts 

competitive.”6

Per the Postal Service’s representations, the inbound E format mail will consist 

mainly of small packets and bulky letters ranging in size from 5.5” x 3.5” x 0.007” 

(minimum size) to 24” and 4.4 pounds (maximum size).7  UPS and other private firms 

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

and the Postal Service has noted in past filings that “Format E small packets contain 

goods,” and that “such packets may also contain a combination of documents as well as 

goods.”8  To this end, UPS has previously suggested that inbound letter post be 

reclassified from the market-dominant category to the competitive category, because 

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

6 See, e.g., Order Establishing Ratemaking Regulations for Market-Dominant and 
Competitive Products, Dkt. No. RM2007-1 (Oct. 29, 2007), at 86. 

7   Request, Attachment B, at 6. 
8 See Responses of the United States Postal Service to Questions 1-11 of Commission 

Information Request No. 1, Dkt. No. PI2018-1 (Aug. 1, 2018), at 2. 
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companies” and a reclassification would “comport with market realities.”9   Although 

private firms’ competing products do not always share identical dimensions as inbound 

E format mail, the Commission has traditionally not seen such heterogeneities as a 

barrier to reclassifying products as competitive.10

B. Section 3633 (Competitive Provisions) 

Potential price adjustments of inbound E format mail and related services should 

reflect the market reality that these are competitive products.  UPS emphasizes that the 

transfer of inbound E format mail to the competitive category should happen as soon as 

practical, while meeting other requirements placed on the Postal Service by PAEA and 

the Administration.11  Under Section 3633 of the PAEA, products that have been 

classified as competitive must then satisfy three standards, namely (1) no cross-

subsidization of competitive products by market-dominant products, (2) all competitive 

products must cover their attributable costs, and (3) all competitive products must 

collectively cover an appropriate share of the Postal Service’s institutional costs.  39 

U.S.C. § 3633(a).  Reclassification of inbound E format mail should be accompanied by 

other proceedings to establish new rates for the affected Inbound Letter Post packets 

and bulky letters to assure conformance to Section 3633 (and related regulatory) 

requirements.  See 39 U.S.C. § 3642(b)(1).   

9 See Reply Comments of United Parcel Service, Inc., Dkt. No. RM2017-3 (Mar. 30, 
2018), at 7. 

10 See, e.g., Order Conditionally Granting Request to Transfer Parcel Post to the 
Competitive Product List, Dkt. No. MC2012-13 (Jul. 19, 2012), at 6 (approving reclassification of 
Postal Service product that was “generally comparable” to “superior” private-sector products). 

11 See generally 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, 83 Fed. Reg. 47791 (2018). 
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For example, pursuant to 39 U.S.C. § 3633(a)(1), the Commission has adopted 

the incremental cost test to test for cross-subsidies by market-dominant products of 

competitive products.  39 C.F.R. § 3015.7(a).  The incremental cost test is used to 

prevent cross-subsidization by measuring “the entire set of costs that a product 

incurs,”12 and UPS understands that the Postal Service will seek proceedings and other 

steps to ensure that incremental costs for inbound E format mail are robustly measured 

(or estimated).13

Similarly, pursuant to 39 U.S.C. § 3633(a)(2), the Commission has adopted a 

rule where each competitive product must recover its attributable costs (the sum of its 

volume-variable costs, product-specific costs, and inframarginal costs calculated as part 

of its incremental costs).  39 C.F.R. § 3015.7(b).  To this end, the Commission has 

approved a methodology of dividing Postal Service costs into cost segments, each of 

which consists of cost pools, which are in turn used to attribute costs by pool (and 

eventually attribute costs by product).14  UPS understands that the Postal Service will 

seek proceedings and take other steps to compute attributable costs for each inbound E 

format mail product or service under this framework.  

Similarly, pursuant to 39 U.S.C. § 3633(a)(3), the Commission has determined 

that competitive products must cover an “appropriate share”—currently at least 5.5%—

of the Postal Service’s total institutional costs.  39 C.F.R. § 3015.7(c).  UPS considers 

12   Order Concerning United Parcel Service, Inc.’s Proposed Changes to Postal Service 
Costing Methodologies (UPS Proposals One, Two, and Three), Dkt. No. RM2016-2 (Sep. 9, 
2016) (“Order No. 3506”), at 58. 

13   United States Postal Service FY 2017 Annual Compliance Report, Dkt. No. 
ACR2017 (Dec. 29, 2017), at 4. 

14 See, e.g., Report on the City Carrier Street Time Study, Dkt. No. RM2015-7 (Dec. 11, 
2014), at 2 (laying out methodology). 
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the current institutional cost methodology to be flawed, but acknowledges that the 

Postal Service’s competitive products have contributed more than 5.5% of recognized 

institutional costs for many years, including the most recent fiscal year.15  Although the 

Postal Service has not clarified the specific volumes of inbound E format mail and 

related services that will be affected by this mail reclassification (an issue that deserves 

additional transparency), UPS believes that unless these volumes are exceptionally 

large, the reclassification of inbound E format mail will, in and of itself, not decrease the 

institutional cost contribution of competitive products as a whole.  Indeed, the 

Commission has previously concluded that, “[a]s long as the revenue generated by [a 

product] exceeds its attributable costs, the [product] is unlikely to reduce the 

contribution of competitive products as a whole or to adversely affect the ability of 

competitive products as a whole to contribute an appropriate share of institutional costs.  

In other words, if the contract covers its attributable costs, it is likely to comply with 39 

U.S.C. § 3633(a)(3), given the small appropriate share requirement under current 

law.”16

C. Section 407 (International Postal Arrangements) 

UPS emphasizes that the transfer of inbound E format mail to the competitive 

category must comply with Section 407, which requires that, for “shipments of 

international mail that are competitive products . . . the Customs Service and other 

appropriate Federal agencies shall apply the customs laws of the United States and all 

other laws relating to the importation or exportation of such shipments in the same 

15   Annual Compliance Determination Report, Fiscal Year 2017, Dkt. No. ACR2017 
(Mar. 29, 2018), at 92. 

16 See, e.g., Order Adding Parcel Select Contract 33 to the Competitive Product List, 
Dkt. No. MC2018-221 (Sept. 27, 2018), at 4. 
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manner to both shipments by the Postal Service and similar shipments by private 

companies.”  39 U.S.C. § 407(e)(2).  Given this longstanding requirement of existing 

law, UPS believes that the Postal Service and relevant federal agencies (e.g., the 

Customs Service and border officials) should confirm that they are able and willing to 

comply with Section 407’s requirements, and that the reclassification of inbound E 

format mail will not result in any unlawful discrimination in the treatment among 

packages of the Postal Service or private firms like UPS.

II. THE POSTAL SERVICE’S REQUEST IS CONSISTENT WITH THE 
PRESIDENTIAL MEMORANDUM 

Reclassifying inbound E format mail and related services is consistent with the 

August 23, 2018 Presidential Memorandum’s policy.17  Specifically, President Trump 

noted that “UPU terminal dues, in many cases, are less than comparable domestic 

postage rates,” and noted that the Executive Branch’s policy was to (i) ensure that 

“rates charged for delivery of foreign-origin mail containing goods do not favor foreign 

mailers over domestic mailers,” and (ii) set “rates charged for delivery of foreign-origin 

mail in a manner that does not favor postal operators over non-postal operators.”18

The Presidential Memorandum called for the Secretary of State to submit a 

report on steps taken to implement this policy, including the possibility of adopting “self-

declared rates.”19  UPS interprets such “self-declared rates” to refer to the 

Commission’s authority, as part of the executive branch, to reclassify and promulgate 

appropriate rate reforms for various categories of foreign-origin mail, including the 

17   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, 83 Fed. Reg. 47791, 47793 (2018). 

18 Id. at 47792. 
19 Id. at 47793. 
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inbound E format mail at issue in this docket.  Reclassification of inbound E format mail 

will advance the Presidential Memorandum’s policy of promoting pricing parity between 

rates charged for foreign-origin mail and domestic mail,20 an issue that numerous small 

businesses and organizations have advanced in recent years.21  Again, as stated 

above, UPS agrees with the Postal Service’s statement that the transfer of inbound E 

format mail to the competitive category should only be effective when self-declared 

rates are applicable to those products.22

III. THE POSTAL SERVICE’S REQUEST IS CONSISTENT WITH POSTAL 
MONOPOLY LAWS

Reclassifying inbound E format mail and related services will be consistent with 

postal monopoly laws.  The Private Express Statutes generally reserve the delivery of 

letters and certain mail to the Postal Service (i.e., products cannot be competitive if they 

fall under the Private Express Statutes’ ambit).  See, e.g., 18 U.S.C. §§ 1693-1697.  

However, PAEA (and various Commission regulations) contain exceptions, such as 

under 39 U.S.C. § 601(b), which permits that a letter may be carried privately if either 

(1) the amount paid is at least six times the rate for the first ounce of a single-piece first 

class letter, (2) the letter weighs at least 12.5 ounces, or (3) another postal regulation 

permits it.  39 U.S.C. § 601(b)(1)-(3).  The vast majority of bulky letters and small 

packets will likely weigh more than 12.5 ounces, and the Postal Service has already 

indicated that it could adjust rates to more than six times the rate of a one-ounce first-

20 Id. at 47792. 
21 See, e.g., Comments of Mighty Mug, Dkt. No. ACR2017 (Jan. 25, 2018), at 1 

(commenting on terminal dues rates); Comments of International Housewares Association, Dkt. 
No. ACR2017 (Jan. 25, 2018), at 1 (same); Comments of National Association of 
Manufacturers, Dkt. No. ACR2017 (Jan. 24, 2018), at 1 (same). 

22   Request at 1. 
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class letter if necessary to comply with the statutes.23  As such, UPS believes that 

reclassifying inbound E format mail and related services will be fully consistent with the 

relevant postal monopoly laws. 

IV. THE POSTAL SERVICE SHOULD OFFER GREATER TRANSPARENCY INTO 
ISSUES RELATED TO INBOUND LETTER POST PRODUCTS

UPS supports the Postal Service’s request, but reiterates UPS’s request for 

additional transparency into the Postal Service’s treatment of Inbound Letter Post—

especially as it relates to costing practices.  Such transparency would facilitate the 

review of these issues by interested parties in the coming months and years.  Among 

other things, UPS and other interested parties do not know the volume of inbound E 

format mail that may be transferred into the competitive category.  Further, although 

UPS assumes that such inbound E format mail will be classified as international mail, it 

remains unclear whether it will be considered to be either (a) combined with inbound 

international mail whose weight exceeds 4.4 pounds, or (b) a separate category 

altogether.  The Commission should seek clarification on these issues. 

Given the potential reclassification of the inbound E format mail, as well as the 

general growth of package shaped Inbound Letter Post deliveries, UPS also believes 

that it is important for the Postal Service to continue to review and improve its costing 

models for Inbound Letter Post.  The Postal Service reported a loss of $170 million in 

FY2017 on Inbound Letter Post deliveries.24  As such, the Commission directed the 

Postal Service to provide updates on its development of costing models for Inbound 

23   Request at 10-11. 

24   United States Postal Service FY 2017 Annual Compliance Report, Dkt. No. 
ACR2017 (Dec. 29, 2017) (“FY2017 ACR”) at 8. 
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Letter Post, as well as its data collection methods.25  This has led to numerous 

developments, including the Postal Service’s Proposal Five, which sought to reform its 

allocation of costs for delivering Inbound Letter Post products.26  To this end, UPS 

believes that increased transparency is important as the Postal Service continues to 

reassess its costing models. 

Currently, the Postal Service reports data on volume, revenue, weight, 

attributable cost, and volume variable cost for “Inbound Single-Piece First-Class Mail 

Int’l” in its Public Cost and Revenue (“CRA”) report.27  This provides visibility into the 

compensatory status of Inbound Letter Post as a whole,28 though not at the shape level.  

Other market-dominant international products are also reported separately, such as 

“Outbound Single-Piece First-Class Mail Int’l” and “International Negotiated Service 

Agreements.”  In contrast, the Public CRA report only provides data on competitive 

international products at an aggregated level, without product-level detail, or detail as to 

the cost coverage by direction (inbound vs. outbound).  Given the requirements of 

Section 3633, and the current non-compensatory status of the existing Inbound Letter 

Post product, UPS urges the Commission to require the Postal Service to publicly 

report, for Inbound Letter Post E Format and existing international competitive products, 

25   Annual Compliance Determination Report for Fiscal Year 2017, Dkt. No. ACR2017 
(Mar. 29, 2018), at 69.  

26   Petition of the United States Postal Service for the Initiation of a Proceeding to 
Consider Proposed Changes in Analytical Principles (Proposal Five), Dkt. No. RM2018-8 (June 
26, 2018), at 2-4. 

27 See, e.g., USPS-FY17-1\Public_FY17CRAReport.xlsx.  This is an alternate name for 
a subset of Inbound Letter Post referred to in the Commission’s most recent Annual Compliance 
Determination.  See Annual Compliance Determination Report, Dkt. No. ACR2017 (Mar. 29, 
2018), at 67.

28   Compensatory products are products that cover their incremental costs.  Non-
compensatory products are those that do not cover their incremental costs.   
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disaggregated product-level data on volume, revenue, weight, attributable cost, and 

volume variable cost in future Annual Compliance Review (“ACR”) proceedings, as it 

does with several domestic competitive products. 

Specifically, the Revenue, Pieces, and Weight (“RPW”) reports provide the 

volume, revenue, and (where applicable) weight on quarterly and annual bases for the 

following competitive international products: Outbound Priority Mail International, 

Outbound International Expedited Services, Other Outbound International Mail, Inbound 

International, International Mail Fees, International Ancillary Services, and International 

Money Orders & Money Transfer Service.29  The Commission should accompany any 

approval of the Postal Service’s request in this docket with a requirement that the Postal 

Service: 

1. add a separate line item for Inbound Letter Post E Format to the periodic 

RPW reports moving forward; and 

2. add a new line item for Inbound Letter Post E Format to the Public CRA 

report filed with each year’s ACR.  The Commission should also consider 

whether the public interest would be better served by adding a line item for 

each of the seven existing international competitive products currently 

listed in the RPW reports (listed above) to the Public CRA report.  

Corresponding changes to the public RPW and CRA reports would of course be 

needed to ensure that the market-dominant totals reflect only the remaining market- 

dominant Inbound Letter Post product. 

29   These products are further disaggregated and reported on in the Non-Public CRA 
Report (see, e.g., USPS-FY17-NP11\NonPublic_FY17CRAReport.xlsx).  
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These changes would give interested parties additional visibility into the ability of 

the new competitive product to comply with Section 3633.30  Absent such changes, it 

would be harder for interested parties to know if the new product is profitable, and 

whether changes to the profitability of competitive international products as a whole are 

due to changes to the profitability of the existing products or a result of the addition of 

the new product.  While the Commission does eventually disclose, as part of its Annual 

Compliance Determination, whether individual competitive international products satisfy 

39 U.S.C. § 3633(a)(2), few, if any, details are made public.31  Given the level of interest 

in the price and profitability of this product over the last several years, as well as the 

significant impending rate changes, UPS believes additional requirements for public 

transparency are warranted. 

If the Commission decides not to require detailed public reporting on competitive 

international products as discussed above, it should, at the very least, require the Postal 

Service to report volume, weight, revenue, and cost data for Inbound Letter Post E 

format (the new proposed competitive product) in its non-public CRA report, and 

consider whether the public interest would be better served by requiring disaggregated 

30   Interested parties include UPS and other package carriers, American small business 
owners, and the general public.  See, e.g., Comments of Federal Express Corporation, Dkt. No. 
IM2016-1 (Jul. 21, 2016), at 1-3 (commenting on proposals for rates and classifications for 
inbound letter post); Comments of U.S. Chamber of Commerce, Dkt. No. IM2016-1 (July 21, 
2016), at 1 (same); Comments of Mighty Mug, Dkt. No. ACR2017 (Jan. 25, 2018), at 1 
(commenting on terminal dues rates); see also 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, 83 Fed. Reg. 47791, 
47793 (2018). 

31 See, e.g., Annual Compliance Determination Report for Fiscal Year 2017, Dkt. No. 
ACR2017 (Mar. 29, 2018), at 86-91.   
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reporting by shape (P format, G format, and X format) for the remaining 

market-dominant Inbound Letter Post volume. 

CONCLUSION 

For the reasons discussed above, UPS supports the Postal Service’s request 

that 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. 
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