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

response to the Commission’s Advance Notice of Proposed Rulemaking Concerning 

Ratemaking Procedures for Inbound Letter Post and Related Services (November 20, 

2018) (“Order No. 4882”).  In response to the Association for Postal Commerce’s 

(“PostCom”) motion,1 the Commission extended the deadline for filing comments to 

December 20, 2018.2

INTRODUCTION 

On November 16, 2018, the Postal Service requested that the Commission 

“revisit the application of the current market-dominant price cap . . . to rates for Inbound 

Letter Post and certain other inbound international market-dominant products.”3  The 

Postal Service’s petition comes in light of (a) the President’s August 23, 2018 

memorandum seeking to ensure that “rates charged for delivery of foreign-origin mail 

containing goods do not favor foreign mailers over domestic mailers,”4 and (b) the 

President’s October 17, 2018 statement stating that he “concurs with the Department of 

State’s recommendation to adopt self-declared rates for terminal dues as soon as 

practical, and no later than January 1, 2020.”5

1   Motion of the Association for Postal Commerce to Extend Comment Deadline, Dkt. 
No. RM2019-2 (Nov. 21, 2018), at 1-4.  

2   Order Granting Motion to Extend Deadline for Filing Comments, Dkt. No. RM2019-2 
(Nov. 29, 2018), at 3-4. 

3 See Petition of the United States Postal Service to Initiate a Rulemaking Concerning 
Ratemaking Procedures for Inbound Letter Post and Related Services (Nov. 16, 2018) 
(“Petition”), at 1-2. 

4   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, 47792 (2018). 

5   Statement From the White House Press Secretary (Oct. 17, 2018), 
https://www.whitehouse.gov/briefings-statements/statement-press-secretary-38/. 
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UPS opposes the Postal Service’s request.  UPS notes that the Commission has 

previously rejected past Postal Service proposals to exclude inbound international mail 

from the rate cap.  Since then, there has been no change in market conditions to 

warrant separate treatment of Inbound Letter Post and related services from that of 

other market-dominant products.  As such, the reasons the Commission rejected the 

idea in the past still hold true today. 

In UPS’s view, the Postal Service’s proposal falls outside the scope of PAEA, 

which requires that all products be classified in one of two distinct categories—market-

dominant and competitive, and there are legal safeguards governing these 

classifications.  This strict dichotomy should be maintained, and the existing laws and 

regulations contain alternate safeguards that can be used to accommodate exceptional 

situations.  If the Commission wishes to adjust the market-dominant rate cap to permit 

rate increases for Inbound Letter Post, it should encourage the Postal Service to seek a 

one-time price adjustment, based on PAEA provisions that permit procedures to 

consider adjustments based on exceptional circumstances.  Such a path might give the 

Postal Service some pricing flexibility, while preserving the existing framework of 

market-dominant rules and regulations on Inbound Letter Post products.   

UPS also has concerns about the Postal Service’s proposal that the Commission 

“review rates paid by foreign postal operators after the fact, through the annual 

compliance review process.”6  Given that no other market-dominant product enjoys 

after-the-fact review on its prices, it seems incongruous for foreign mailers’ products to 

6   Petition at 12. 
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benefit from after-the fact-reviews when domestic mailers’ products do not have the 

same ability. 

UPS agrees with PostCom’s position that more information is needed before 

moving forward with the Postal Service’s request.7  Given the scarcity of Postal Service 

data and the lack of a substantiated record, UPS and other interested stakeholders also 

face some barriers in commenting on this proceeding.  As such, UPS reiterates the 

importance of transparency in this proceeding and others. 

ARGUMENT 

I. THE COMMISSION HAS PREVIOUSLY REJECTED SIMILAR PROPOSALS 
FOR RATE CAP EXCLUSIONS

The Commission has previously rejected similar Postal Service’s requests to 

exclude inbound international mail (or subsets thereof) from the rate cap.  In 2007, the 

Commission fully considered the Postal Service’s request that “inbound international 

mail . . . should be treated on an exceptional basis” rather than treated as other market-

dominant or competitive products.8  The Postal Service argued then (as it does now)9

that such treatment was justified because “prices for inbound services are largely 

beyond its control” and that “section 407 establishes a different system of regulation for 

inbound mail.”10  But the Commission rejected the Postal Service’s arguments, writing: 

7   Motion of the Association for Postal Commerce to Extend Comment Deadline, Dkt. 
No. RM2019-2 (Nov. 21, 2018), at 3 (calling for “further development” of factual issues).  

8   Order Establishing Ratemaking Regulations for Market Dominant and Competitive 
Products, Dkt. No. RM2007-1 (Oct. 29, 2007) (“Order No. 43”), at 76. 

9   Petition at 10. 
10   Order No. 43 at 76-79. 
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“None of the rationales offered by the Postal Service in support of its request that 

inbound international mail be accorded exceptional treatment . . . is persuasive.”11

Further, as recently as March 2018, the Commission has reiterated its position 

that the Postal Service’s prior arguments on this issue were “unpersuasive.”12  Since 

then, there has been no change in market conditions to warrant market-dominant 

Inbound Letter Post products from being treated separately from other market-dominant 

products.   

As UPS itself has previously stated in past comments, the rate cap should not 

apply to domestic mailers only.  This is because PAEA intended for all mailers, both 

domestic and international, to be covered by the cap.  If the Commission were to 

exclude Inbound Letter Post from the rate cap, domestic First-Class mail would be 

subject to the rate cap, while foreign First-Class Mail would not.13  Such an exclusion 

would undermine the efficiency goals of the market-dominant rate system by allowing 

the Postal Service to raise rates on domestic First-Class Mail without the safeguards 

provided by the rate cap. See 39 CFR § 3010.20-30.  

II. THE POSTAL SERVICE’S REQUEST FOR A RATE CAP EXCLUSION 
CONTRADICTS PAEA’S STANDARD MARKET-DOMINANT/COMPETITIVE 
FRAMEWORK

UPS recognizes that Inbound Letter Post faces unique circumstances that impact 

its costing and pricing, but emphasizes that the integrity of the standard market-

11 Id. at 79.  
12 See Determination to Unseal the Postal Service’s Response to Chairman’s 

Information Request No. 15, Dkt. No. ACR2017-1 (Mar. 28, 2018) (“Order No. 4451”), at 5-6. 
13   Reply Comments of United Parcel Service, Inc., Dkt. No. RM2017-3 (Mar. 30, 2018), 

at 2-3.  Inbound Letter Post is currently part of First-Class Mail for the purpose of calculating the 
class-wide CPI-U rate increase.  See, e.g., United States Postal Service Notice of Market-
Dominant Price Change, Dkt. No. R2019-1 (October 10, 2018), at 6, 9.
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dominant/competitive framework must remain paramount.  PAEA imposes a strict 

dichotomy between market-dominant and competitive products, and there are legal 

safeguards governing these classifications.  39 U.S.C. § 3642(b).  This strict dichotomy 

must be maintained, and the existing laws and regulations contain safeguards to 

accommodate products that require special treatment. 

In October 2007, the Commission considered and rejected the Postal Service’s 

request that “inbound international mail not be classified as either market-dominant or 

competitive, but rather should be treated on an exceptional basis.”14  The Commission 

emphasized, among other things, that the fact that “inbound services may be priced in a 

manner different from outbound mail does not exempt inbound international mail from 

the requirement that it be categorized as a product.”15

In March 2018, the Postal Service filed comments in response to Order No. 

4258, re-introducing a proposal to exclude Inbound Letter Post from the Commission’s 

proposed price cap on market-dominant products.16  UPS emphasized then, as it 

emphasizes now, that such an action would mean that “Inbound Letter Post will be 

neither a competitive product nor a market-dominant product—it would be cast into its 

own product category, free of the rate cap and transparency requirements for market-

dominant products and also free of the various restrictions on competitive products.”17

Such an action would run afoul of PAEA.   

14   Order Establishing Ratemaking Regulations for Market Dominant and Competitive 
Products, Dkt. No. RM2007-1 (Oct. 29, 2007) (“Order No. 43”), at 76. 

15 Id. at 79. 
16 See Comments of the United States Postal Service, Dkt. No. RM2017-3 (Mar. 1, 

2018), at 153. 
17   Reply Comments of United Parcel Service, Inc., Dkt. No. RM2017-3 (Mar. 30, 2018), 

at 1-2.
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Recognizing this issue, the Postal Service has sought to distinguish the present 

situation from the Commission’s earlier analysis by conceding that Inbound Letter Post 

will remain under the standard market-dominant/competitive framework, but arguing that 

the issue is simply “whether the price-cap aspect of the market-dominant rate-regulation 

system needs to apply to Inbound Letter Post (and related services).”18

UPS agrees that Inbound Letter Post should remain under the market-

dominant/competitive framework, but also believes that the rate cap is a core feature of 

the market-dominant rate system.  One of the main objectives of the market-dominant 

rate system is to “maximize incentives to reduce costs and increase efficiency.” 39 

U.S.C. § 3622(b)(1).  Inherent in this objective is the recognition that unconstrained 

upward adjustments in rates may reduce incentives for efficiency and cost reduction.  

This is why the Commission has traditionally declined to give the Postal Service 

unfettered authority to raise market-dominant rates, while retaining the rate cap.   

Rather than exclude Inbound Letter Post from the rate cap, which would place 

Inbound Letter Mail in its own nebulous third category of products, the current regulatory 

framework should be maintained.  To that end, UPS believes that to the extent that the 

market-dominant rate cap imposed by the PAEA should be relaxed to allow rate 

increases for Inbound Letter Mail and domestic market-dominant mail, the right 

approach is to pursue procedures that preserve the integrity of the market-dominant 

rules.  For instance, the Postal Service could file a request for procedures to establish a 

one-time rate adjustment under Section 3622(d), which authorizes the Commission to 

“establish procedures whereby rates may be adjusted on an expedited basis due to 

18   United States Postal Service Notice of Clarification, Dkt. No. RM2019-2 (Nov. 20, 
2018), at 2. 
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either extraordinary or exceptional circumstances.”  See 39 U.S.C. § 3622(d)(1)(E).  

Such a one-time rate adjustment would help integrate Inbound Letter Post under the 

existing framework of market-dominant rules, including the price cap.  

III. THE POSTAL SERVICE’S REQUEST FOR AFTER-THE-FACT REVIEW OF 
INBOUND LETTER POST RATES CONTRADICTS PAEA’S PURPOSE

The Postal Service’s proposal that the Commission “review rates paid by foreign 

postal operators after the fact, through the annual compliance review process”19

contradicts PAEA’s purpose.  UPS considers the annual compliance review as an 

inappropriate vehicle to consider rates paid by foreign postal operators.  Given that the 

annual compliance review is not meant to set rates, but to determine if “products during 

such year complied with all applicable requirements of [PAEA],” the Postal Service’s 

proposal for after-the-fact review of Inbound Letter Post rates seems inconsistent with 

the statute.  See 39 U.S.C. § 3652(a)(1).   

Further, PAEA does not expressly exempt Inbound Letter Post from the 

traditional rate-setting and rate review process.  On the contrary, PAEA states that 

market-dominant product rates are generally determined by a schedule (usually 45 

days, sometimes 90) that (a) requires the Postal Service to provide public notice of the 

potential adjustment, and (b) gives the Commission an opportunity to review the 

potential adjustment.  See 39 U.S.C. § 3622(d)(1).  Given that these rules apply to all 

other market-dominant products, Inbound Letter Post should not be exempt from 

PAEA’s requirements. 

In addition, given that no other market-dominant product enjoys after-the-fact 

review on its prices, permitting rates on products used by foreign mailers to have after-

19   Petition at 12. 
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the fact-reviews—when products used by domestic mailers do not have the same 

ability—would contradict PAEA’s purpose.  There is nothing in PAEA that suggests an 

intent to privilege foreign mailers over domestic ones.  

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

UPS reiterates its call for additional transparency into the Postal Service’s 

treatment of Inbound Letter Post—especially as it relates to costing practices.  UPS 

agrees with PostCom’s position that more information is needed before moving forward 

with the Postal Service’s request.20  Such transparency would facilitate the review of 

these issues by interested parties.   

For instance, UPS believes that for Negotiated Service Agreements (“NSAs”) 

involving Inbound Letter Post, all letter and flat volumes that remain classified as 

market-dominant should be subject to public, transparent disclosure requirements just 

like all other market-dominant NSAs. 

As stated in a past filing, UPS and other interested parties do not know the 

volume of inbound E format mail—a subset of Inbound Letter Post—that may be 

transferred into the competitive category.21  This information is important in determining 

the volume of the remaining (market-dominant) Inbound Letter Post that the Postal 

Service proposes to exclude from the rate cap.  The Commission should seek 

clarification on these issues.   

20   Motion of the Association for Postal Commerce to Extend Comment Deadline, Dkt. 
No. RM2019-2 (Nov. 21, 2018), at 3 (calling for “further development” of factual issues).  

21   Comments of United Parcel Service, Inc. on 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, Dkt. No. MC2019-17 (Dec. 10, 
2018), at 9. 
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In addition, UPS also believes that it is important for the Postal Service to 

continue to review and improve its costing models for Inbound Letter Post, given that 

the Postal Service reported a loss of $170 million in FY2017 on Inbound Letter Post 

deliveries.22  As such, the Commission has directed the Postal Service to provide 

updates on its development of costing models for Inbound Letter Post, as well as its 

data collection methods.23 UPS believes that increased transparency is important as the 

Postal Service continues to reassess its costing models.

CONCLUSION 

For the reasons discussed above, UPS respectfully requests that the 

Commission reject the Postal Service’s proposal to exclude Inbound Letter Post from 

the rate cap.   

22   United States Postal Service FY 2017 Annual Compliance Report, Dkt. No. 
ACR2017 (Dec. 29, 2017) (“FY2017 ACR”) at 8. 

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