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I. INTRODUCTION 

Pursuant to Commission order issued November 20, 2018, the Public 

Representative hereby responds to the Commission’s request for Comments on its 

Advance Notice of Proposed Rulemaking regarding ratemaking procedures for Inbound 

Letter Post and related market dominant international services.1 

The Department of State recommended and the President announced 

concurrence on October 17, 2018, withdrawal from the Universal Postal Union (UPU) 

and to adopt self-declared rates as soon as practical, but no later than January 1, 2020, 

rather than accepting terminal dues rates currently set by the UPU.  Terminal dues are 

rates that foreign postal operators pay the Postal Service for accepting and delivering 

Inbound Letter Post in the United States.  Id. at 2 n. 3. 

Consequently, the Postal Service filed a petition on November 16, 2018,2 

requesting the Commission to initiate a rulemaking to revisit the current market dominant 

price cap or any successor price cap for Inbound Letter Post and certain other 

international inbound market dominant products.3  The other products are Inbound 

                                            
1
 Advance Notice of Proposed Rulemaking Concerning Ratemaking Procedures for Inbound Letter 

Post and Related Services, November 20, 2018, Order No. 4882 (Notice). 

2
 Petition of the United States Postal Service to Initiate a Rulemaking Concerning Ratemaking 

Procedures for Inbound Letter Post and Related Services, November 16, 2018 (Petition).  

3
 The Petition uses “Inbound Letter Post” as representing all inbound international market 

dominant services consumed by foreign postal operators.  Id. at 2 n.3.  
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International Registered Mail, Inbound International Reply Coupon Service, and Inbound 

International Business Reply Mail Service.  Id. at 1-2.4  The Postal Service acknowledges 

that if UPU rates are not applicable, self-declared rates would be subject to the price 

cap.5  Id. at 2.  It is concerned that the price cap will restrict self-declared rates such that 

they “will end up harming the Postal Service’s financial condition.”  Id. at 1.   The Postal 

Service requests the Commission to “replace price-cap treatment [of these products] with 

evaluation of whether price changes for these services promote the objectives in Section 

3622(b), taking into account the factors in Section 2622(c).”  Id. at 2.   

II. PUBLIC REPRESENTATIVE’S POSITION 

The Public Representative opposes the Petition.  Although some price relief is 

warranted, permanently eliminating applicability of the price cap to Inbound Letter Post 

products at this time without full consideration of the implications in the ten-year review 

case is premature.  However, recognizing a need to direct Inbound Letter Post toward a 

level that recovers costs, the Public Representative proposes an alternative procedure to 

true-up lagging international Inbound Letter Post rates in order to recover, at a minimum, 

attributable costs while maintaining the rate cap protocol until the Commission completes 

its ten year review of the PAEA.   

                                            
4
 The Postal Service notes that it has requested transferring certain Inbound International products 

to the competitive product list.  Its Petition concerns only the products that ultimately remain after 
resolution of the transfer request.  Id. at 2 n. 4.  

5
 The Postal Service also contends that even if, following negotiations, Letter Post rates are set 

through the UPU, that the price cap still should not apply.  Id. at 3 n. 6. 
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III. PROPOSED ALTERNATIVE PROCEDURES TO RATE CAP REPLACEMENT  

A. The Postal Service proposal to remove the price cap on Letter Post Mail 
eliminates protection for domestic mail recipients and other potential 
consumers.  

Inbound international market dominant products enjoy two distinctions from 

domestic market dominant products that factor into the analysis of the Postal Service’s 

proposal and lend support to the request for some relief from the price cap limitations on 

International Letter Post mail: (1) The Commission long ago held in Order No. 43 that 

international rates are not necessarily subject to the price cap under the PAEA.  

However, the Commission decided to exercise its discretion and apply the price cap 

more broadly than only to the domestic Mail Classification Schedule.  Id. at 5.6  (2) In 

addition, international agreements by the Department of State with the UPU apply 

Inbound Letter Post rates according to a UPU terminal dues formula artificially below the 

Postal Service’s attributable costs and therefore, with cost coverages below 100 percent, 

the international Inbound Letter Post rates not only fail to recover attributable costs but 

do not contribute to institutional costs.7   

The coverage shortfall for Inbound Letter Post is significant.  In FY 2017, cost 

coverage was only 63.3 percent   Id.  Negative contribution was $170.0 million.  Id.  

Although significant increases in terminal dues rates were expected for FY 2018, the 

Commission remains concerned that Inbound Letter Post rates continue to result in 

noncompensatory terminal dues.  Id. at 68.       

                                            
6
 Docket No. RM2007-1, Order Establishing Ratemaking Regulations for Market Dominant and 

Competitive Products, October 29, 2007, Order No. 43 at ¶¶ 3009-3013, 3035. 

7
 Docket No. ACR2017, Annual Compliance Determination Report, March 29, 2018 at 65. 
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Withdrawal from the UPU pursuant to the Presidential Memorandum8 and the 

Executive Office Statement from the White House Secretary on October 17, 2018, would 

remove the market dominant rates from the confines of the UPU rates.  The international 

rates will then be permitted to rise, but being subject to Commission orders, will be 

restricted by the price cap limitations of 39 U.S.C. § 3622(d). See Id. at 1 n. 1. 

The Postal Service recognizes by its request to remove the price cap that, absent 

the UPU rates, the rate cap applies to its international market dominant rates.  The rates 

conforming to UPU rates have been artificially held below a just level.  Self-declared 

rates will be higher than the existing terminal dues rates.  Id. at 7.  The Postal Service’s 

proposed remedy is to be relieved of the rate cap regimen for these international rates.  

Rather, oversight would be reduced to evaluation whether price changes for these 

services promote the objectives in Section 3622(b), taking into account the factors in 

Section 2622(c).”  Id. at 2; Appendix 1 at 12-13.  The Postal Service proposes that this 

evaluation would occur after-the-fact in the subsequent Annual Compliance 

Determination.  Or, if evaluation should occur before-the-fact, the Postal Service could 

include an “affirmative justification” for its rates in light of the statutory objectives and 

factors.  Id. at 10; Appendix 1 at 13-17. 

The Postal Service offers a strained argument that while the objectives and 

factors of section 3622(b) and (c) should apply to international Inbound Letter Post mail, 

application of the price cap under section 3622(d) was not intended to apply to foreign 

postal operators or foreign mailers who are outside the “zone of interest” that Congress 

intended to be protected by the price cap.  Id. at 7.   

The Postal Service argument is persuasive, as far as it goes, that Congress was 

concerned with protecting domestic consumers of international mail as well as domestic 

                                            
8
 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. 
47,791, 47,793 (2018) (Presidential Memorandum). 
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mail rather than foreign postal operators and their foreign end-users.  Id. at 8. However, 

the argument fails to recognize other equally important domestic groups impacted by 

international Letter Post rates which the price cap also protects:  domestic end-users 

who depend on low rates to receive desirable mail from foreign posts and, also, domestic 

mailers who may have subsidiaries or business partners send mail Inbound from foreign 

posts.  These are domestic customers of the postal service who can benefit from 

Inbound Letter Post rates held low by the price cap.  Although the Commission’s order 

extending the price cap to international mail focused on Postal Service customers for 

outbound international mail, domestic customers who receive mail from foreign posts 

also have a zone of interest in low rates. 

Unfortunately, the Postal Service proposal would effectively eliminate rate cap 

regulation for these international rates by decoupling the international rates from the rate 

cap before the Commission completes the 10 year review proceeding.  The recipients of 

International Inbound Letter Post mail may also have an interest in maintaining some 

level of limitation on those rates which should be considered more fully before the 

Commission removes entirely the price cap from Inbound Letter Post rates. 

Additionally, despite claims to the contrary, the Postal Service has not 

demonstrated that self-declared rates restrained by the price cap will, might or could 

harm the Postal Service’s financial condition.  Id. at 1.  It is apparent that rate increases 

above UPU rates will probably increase revenue and thereby enhance the Postal 

Service’s financial position.  Whether further increases of those rates above the rate cap 

level would actually increase revenue has not been demonstrated, nor have any financial 

studies been presented to demonstrate financial harm to the Postal Service as, it claims, 

if the rate cap is not lifted for International market dominant Inbound Letter Post rates.    
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B. The Public Representative Offers and Alternative Proposal to Establish a 
Proceeding to True-up the Postal Service’s International Inbound Letter 
Post Rates with Costs.  

The PAEA initially provided the Postal Service a one-time transition rule 

opportunity to seek increased rates during the 1-year period after the date of enactment 

of the PAEA.  39 U.S.C. § 3622(f).  This allowed the Postal Service the ability to increase 

its rates up to the level where they would cover costs for the test period just before the 

regulatory period began when rates would be subject to a rate cap limitation of CPI-U 

inflation rate under § 3622(d). The Postal Service did not avail itself of that opportunity, 

but in any event, because these Inbound Letter Post rates were held down to UPU rates, 

a rate increase at that time for these rates was not permissible.  

The Public Representative proposes an alternative course to the one proposed by 

the Postal Service.  This alternative path could serve in the interim period pending the 

Commission’s final determinations in the ten-year review case pursuant to § 3622 where 

issues concerning the application of the rate cap to all market dominant rates is under 

consideration.   

Now that UPU terminal dues rate restrictions may be removed, the Inbound Letter 

Post market dominant international rates remain artificially low.  Just as Congress 

provided the Postal Service the opportunity for one last rate case to true-up its rates to 

match costs at the beginning of the PAEA before the rate cap became effective, it would 

be consistent with the purposes of the PAEA to allow the Postal Service a time period up 

to one year as in the PAEA after the UPU restrictions are removed to file for rate 

changes for its Inbound Letter Post rates in order to true-up its market dominant 

international rates.  From that point forward, the Commission could determine the 

appropriate price cap treatment together with other market dominant rates as determined 

in the ten-year review. 
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C. Absent a Mid-Course Correction of International Letter Post Rates, the 
Issues Raised by the Petition Should be Deferred for Consideration in the 
Ten-Year Review Case 

In its request, the Postal Service has not demonstrated sufficient justification for 

permanently removing at this time the price cap from market dominant Inbound Letter 

Post rates.  That issue remains for consideration in the ten-year review case in Docket 

No. RM 2017-3.  Not only is there a potential that domestic mail users could be affected 

by removing the price cap on International Letter Post mail, there is no opportunity in this 

rulemaking to obtain the views of those single-piece letter mailers who may be affected 

by removal of the price cap.   

 

 

  

IV. CONCLUSION 

The Public Representative respectfully submits the foregoing comments for the 

Commission’s consideration.  

 
Respectfully submitted, 
 
 
____________________  
Kenneth E. Richardson 
Public Representative 
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