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FY 2018 Public Cost and Revenue Analysis (PCRA) Report  
 

NOTE:  Revisions of 02/11/2019 described at end of text (before Report) in bold. 
 
I.  PREFACE 
 

A. Purpose and Content 

 
USPS-FY18-1, FY 2018 Public Cost and Revenue Analysis (PCRA) report 
displays revenues, attributable costs, volume variable costs, unit contribution, 

cost coverages, volumes, and weights for each of the Postal Service’s Market 
Dominant products.  For competitive products, the report displays summary 
information. 

 
B. Predecessor Document  

 
Docket No: ACR2017, USPS-FY17-1 

 
C. Corresponding Non-Public Document 

 

USPS- FY18-NP11, FY 2018 Non-Public Cost and Revenue Analysis (NPCRA) 
Report 

 
D. Methodology 

 
The FY 2018 PCRA documented in USPS-FY18-1 essentially follows the 

methods applied in the Commission’s FY 2017 Annual Compliance 
Determination (ACD).  Since the aggregation structure of the Commission’s FY 
2017 ACD deviated significantly from that of the Postal Service’s CRA in FY 
2017 and in years prior, the FY 2018 PCRA likewise differs in several important 

respects from last year’s CRA.  Modifications relative to the FY 2017 CRA are 
discussed below.   
 
Initially, however, it is noteworthy that, at the product level, there are no material 

formatting or computational changes to the attributable costs reported for each 
product in the FY 2018 CRA relative to the FY 2017 CRA.  Instead, the major 
shift in the product-level attributable costs reporting in the CRA occurred in FY 
2017, compared with the CRAs from prior years.  Specifically, in Docket No. 

RM2016-13, Order No. 3641, the Commission finalized its rules regarding the 
definition of attributable costs.1  In its Order, the Commission established that a 

                                              
1 The Commission established Docket No. RM2016-13 with Order No. 3507 on 

September 9, 2016 to make conforming changes to rules that specifically define 
or describe attributable costs, pursuant to Commission Order No. 3506 in Docket 
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product’s attributable cost will be defined as the sum of its volume variable, its 
product specific, and those inframarginal costs calculated as part of a product's 
incremental costs.2  In years prior to FY 2016, however, a product’s attributable 

cost was equal to the sum of its volume variable and product specific cost.  In 
recognition of the fact that the recent issuance of Order Nos. 3506 and 3641 was 
going to alter the definition of “attributable,” the FY 2016 CRA omitted the term 
“attributable,” and the costs that in previous years had been labeled as such 

were instead explicitly identified in column B of the PCRA report as “Vol Var and 
Prod Spec” (Volume Variable and Product Specific).  However, this was a 
cosmetic rather than substantive change, because even though the column 
labels changed, the costs and other metrics displayed in USPS-FY16-1 were 

comparable to those from recent previous years.  To the extent that incremental 
cost information was available in FY 2016, rather than being incorporated into the 
CRA reports, such information was presented separately in USPS-FY16-43 and 
USPS-FY16-NP10. 

 
For the FY 2017 CRA reports, however, the expanded new definition of 
“attributable” was applied, and “Attributable Costs” reported in the FY 2017 CRA 
reports were therefore not comparable to costs labeled as such in the CRA 

reports from years prior to FY 2016.  Specifically, the attributable costs by 
product in column B of the FY 2017 CRA report reflected all three components of 
the new definition of a product’s attributable cost, with one significant exception.  
The exception occurs in instances in which computational complications preclude 

separate estimation of inframarginal costs for specific products, most notably the 
international mail products included in the CRA reports.3  In those circumstances, 
a product’s attributable cost is simply the sum of its volume variable plus product 
specific costs.  A more detailed discussion of the inframarginal costs calculated 

as part of the incremental costs of each product was presented in the Preface to 
USPS-FY17-43, and that discussion is equally applicable in FY 2018.  
Consequently, as noted above, at the product level, the formats of the CRA 
Reports for FY 2017 and FY 2018 are wholly consistent. 

 
Despite this consistency for the costs of individual products, the approach 
employed by the Commission in the FY 2017 ACD requires modifications for the 
FY 2018 CRA in the procedures by which those product level costs are 

aggregated (or, more precisely, how costs are reported for aggregations above 
the individual product level).  To put this in context, the PCRA historically has 
displayed a product’s revenue, attributable cost, volume variable cost, product 
specific cost, contribution (on a unit basis defined as the difference between 

revenue and attributable cost), and cost coverage (defined as revenue/ 
attributable cost).  Also displayed in the PCRA have been those same measures 

                                              
No. RM2016-2.  Order No. 3506 discusses in detail the rationale for changing the 
calculation of attributable costs. 
2 Docket No. RM2016-13, Order No. 3641 at 10. 

 3 This was acknowledged by the Commission in Order No. 3641.  Id. at 6. 
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for certain aggregations above the product level.4  In the pre-Order No. 3506 era, 
the values for each measure in an aggregate row were simply the sums of the 
corresponding values in the rows for the products which went into the aggregate 

(or percentages or weighted averages directly derived from those sums).  
Beyond that, the PCRA has also been the source for two other important figures 
in the PAEA regulatory framework 1) total institutional costs and 2) total 
contribution from competitive products.  Therefore, a fairly detailed review of last 

year’s FY 2017 CRA format and the subsequent calculation of total institutional 
costs and total contribution from competitive products aids a full understanding of 
the significance of the formatting changes in this year’s FY 2018 CRA and their 
effect on the procedures by which those two key figures are derived. 

 
FY 2017 CRA Procedures 

 
When preparing the FY 2017 CRA, the addition of the inframarginal component 

to the attributable cost measure raised aggregation issues that had not existed 
before when attributable cost were defined merely as volume variable plus 
product specific costs.  As noted above, the attributable costs under this previous 
definition for an aggregation of products were computationally equivalent to the 

sum of the individual products within the aggregate.  However, as explained 
previously (see, for example, page 4 of the Preface to USPS-FY17-43), the 
incremental costs which are the source of the inframarginal cost component of 
attributable costs at the product level are not additive.  Instead, the group 

incremental costs for an aggregation of products are almost always greater than 
(and are never less than) the sum of the incremental costs for the individual 
products in the aggregate 
 

Nonetheless, since attributable costs are a regulatory construct with a definition 
that has evolved over time, one option to address these circumstances would be 
to implicitly acknowledge that attributable costs may be conceptually distinct from 
the economic measure of incremental costs (despite their critical mathematical 

congruence at the product level), and therefore refrain from imposing the non-
additivity characteristic of incremental costs on attributable costs.  In other words, 
while acknowledging the non-additivity of the economic measure of incremental 
costs, continue to treat the regulatory measure of attributable costs as additive, 

even under the new three-component definition.  The Postal Service chose to 
adopt that option in the FY 2017 CRA.  Note 3 (Aggregate Categories) on page 7 
of the FY 2017 PCRA stated as follows: 
 

In this report, the Attributable Costs reported in rows containing 
multiple products (e.g., Total Single-Piece Letters and Cards, Total 

                                              
4  Those might be, for example, at the class level (e.g., First-Class Mail), or 

merely some combination of products below the class level (e.g., Single Piece Letters & 
Cards) deemed to be relevant.  
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First-Class) reflect the sum of the Attributable Costs of each of the 
component products included in the row. 
 

Note 3 of the FY 2017 PCRA continued, however, by acknowledging that the 
group incremental costs of aggregate categories do not usually equal the sum of 
the individual product incremental costs of each product in the aggregate, and 
therefore reproduced the group incremental costs for each of the Market 

Dominant classes shown in the Market Dominant Incremental Cost folder (USPS-
FY17-43). 
 
Selecting the option to continue to treat attributable costs calculated at the 

product level as additive allowed simple calculation of the attributable costs of 
any combination of products.  Moreover, it maintained consistency across years 
with the customary derivation of the other regulatory measures necessary to 
evaluate compliance under the PAEA.  When this approach was applied in the 

FY 2017 CRA, total institutional costs, like in all previous years, were equal to the 
difference between the Postal Service’s accrued costs and the sum of its 
attributable costs across all individual products.  Similarly, the total contribution 
from competitive products continued to be the sum of the contributions across all 

individual competitive products.  These measures of total institutional costs and 
total competitive contribution were then used to calculate the share of institutional 
costs covered by the contribution from competitive products reported in the FY 
2017 ACR.   

 
Consequently, other than including the inframarginal costs of each individual 
product within its attributable costs, the new definition of a product’s attributable 
costs used in the FY 2017 PCRA did not change the calculation for either the 

total institutional costs or the total contribution from competitive products.  Thus, 
for regulatory purposes, the proportion of institutional costs from competitive 
products was equal to the ratio of the sum of the contribution across all 
competitive products to total institutional costs.  The specific formulae employed 

by the Postal Service in FY 2017 were the following: 
 
FY 2017 Formulae: 
 

𝐼𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑎𝑙 𝐶𝑜𝑠𝑡𝑠 = 𝐴𝑐𝑐𝑟𝑢𝑒𝑑 𝐶𝑜𝑠𝑡𝑠− ∑ 𝐴𝑡𝑡𝑟𝑖𝑏𝑢𝑡𝑎𝑏𝑙𝑒 𝐶𝑜𝑠𝑡𝑠𝑖

𝑖=𝑝𝑟𝑜𝑑

 

 
𝐶𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛𝑝𝑟𝑜𝑑=𝑖 = 𝑅𝑒𝑣𝑒𝑛𝑢𝑒𝑖 − 𝐴𝑡𝑡𝑟𝑖𝑏𝑢𝑡𝑎𝑏𝑙𝑒 𝐶𝑜𝑠𝑡𝑖 

 

% 𝐶𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛 𝑇𝑜𝑤𝑎𝑟𝑑𝑠 𝐼𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑎𝑙  𝑓𝑟𝑜𝑚 𝐶𝑜𝑚𝑝𝑒𝑡𝑖𝑡𝑖𝑣𝑒  𝑃𝑟𝑜𝑑𝑢𝑐𝑡𝑠𝑖 =
∑ 𝐶𝑜𝑛𝑡𝑟𝑖𝑏𝑢𝑡𝑖𝑜𝑛𝑖𝑖=𝑐𝑜𝑚𝑝 𝑝𝑟𝑜𝑑

𝐼𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑎𝑙 𝐶𝑜𝑠𝑡
 

 
These formulae applied by the Postal Service in FY 2017 reflected the exact 
same procedures employed each year in all previous versions of the Annual 
Compliance Report and the Annual Compliance Determination. 
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FY 2018 CRA Procedures 

 

In the FY 2017 ACD (March 29, 2018), while replicating the attributable costs for 
individual products shown in the CRA, the Commission did not adopt the option 
employed by the Postal Service in the FY 2017 ACR with respect to the 
aggregation issues discussed above.  The Commission chose an alternative 

approach that generated a different measure of total institutional costs, and a 
different measure of the total contribution from competitive products.  Compared 
with the FY 2017 CRA, this approach also featured a different measure of 
attributable costs in each row in the CRA-equivalent table in the ACD that 

displayed an aggregation of one or more products.5  For example, where the FY 
2017 CRA showed attributable costs for Total Single Piece Letters and Cards of 
$5,532.0 million (the sum of the attributable costs in the two respective rows), the 
FY 2017 Financial Analysis showed an attributable cost figure in the 

corresponding row of $5,552,148 thousand (matching the group incremental cost 
estimate for that aggregation of products shown in USPS-FY17-43).  Similarly, 
for Total USPS Marketing Mail, the CRA showed attributable costs of $10,917.7 
million (sum of the attributable costs of the individual Marketing Mail product 

rows), while the FY 2017 Financial Analysis showed attributable costs in the 
Total USPS Marketing Mail row of $11,365,231 thousand (the group incremental 
cost figure from USPS-FY17-43, which had also been displayed in Note 3 on 
page 7 of the PCRA).  In other words, in situations in which a separate group 

incremental costs estimate was available for an aggregation of products, the 
Commission declined to adopt the Postal Service’s suggestion to treat the 
attributable costs of those products as additive. 
 

Equally (or perhaps more) importantly, the Commission likewise did not adopt the 
Postal Service’s suggested approach to the calculation of total institutional costs, 
or total contribution from competitive products.  In place of the simple formula 
shown above that was used in the FY 2017 CRA to derive institutional costs, the 

Commission specified a new procedure on page 10 of the FY 2017 ACD.  6 That 

                                              
5   For FY 2017, that CRA-equivalent table actually appears as Appendix A on page 85  
of the Financial Analysis of the United States Postal Service Financial Results and 10-K 
Statement (Fiscal Year 2017), posted on April 5, 2018 (hereinafter, FY 2017 Financial 

Analysis). 
6   One could perhaps quibble whether the change made by the Commission in the FY 
2017 ACD is a change in the formula for institutional costs, or merely a change in the 
formula for total attributable costs.  Admittedly, the most generic description of the 

formula for institutional costs is still accrued costs minus total attributable costs, and all 
of the Commission’s modifications occurred in the measure of total attributable costs 
(changing from the sum of the attributable costs of each individual product to the sum of 
the specific components identified in the ACD).  In any event, the result of these 

modifications relative to the CRA is a change in both total attributable costs and 
institutional costs. 
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procedure generally shifts the focus of the calculation from product-level 
attributable costs to class-level attributable (incremental) costs.  Complications 
arise, however, primarily because of international mail, and the resulting 

institutional cost formula (shown below) reflects a number of specific 
components.7   
 
Therefore, as directed by the Commission on page 10 of the FY 2017 ACD, to 

align with the procedures and format applied by the Commission in the FY 2017 
ACD, the FY 2018 CRA Reports (both public and non-public) have been revised 
in certain respects relative to the FY 2017 CRA.  The primary formatting change 
is that the attributable costs (and related metrics) in rows containing multiple 

products no longer reflect the sum of the attributable costs shown in the 
component rows, but rather match the group incremental costs for that aggregate 
specifically estimated in USPS-FY18-43 (or in USPS-FY18-NP10).  Beyond that, 
for purposes of evaluating other regulatory objectives, the following formulae 

were employed by the Postal Service for FY 2018: 
 
FY 2018 Formulae: 
 
𝐼𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑎𝑙 𝐶𝑜𝑠𝑡𝑠 = 𝐴𝑐𝑐𝑟𝑢𝑒𝑑 𝐶𝑜𝑠𝑡𝑠− 𝑇𝑜𝑡𝑎𝑙 𝐴𝑡𝑡𝑟𝑖𝑏𝑢𝑡𝑎𝑏𝑙𝑒 𝐶𝑜𝑠𝑡𝑠 

   

Total Attributable Costs = Group Incremental Costs of First-Class Mail (Excluding 
International Mail) (from USPS-FY18-43) 
+ 
Group Incremental Costs of Marketing Mail (from  

USPS-FY18-43) 
+ 
Group Incremental Costs of Periodicals Mail (from  
USPS-FY18-43) 

+ 
Group Incremental Costs of Package Services (from 
USPS-FY18-43) 
+ 

Group Incremental Costs of Domestic Market- 
Dominant Special Services (from USPS-FY18-43) 
+ 
Group Incremental Costs of International Market- 

Dominant Mail & Services (from USPS-FY18-43) 
+ 
Group Incremental Costs of Total Competitive  

                                              
7   Although the sixth component on page 10 of the FY 2017ACD is identified as the 
inframarginal cost for international mail collectively, the supporting Excel files clarify that 
this component should actually be the group specific costs of international mail 
collectively (identified in the ICRA).  Compare, PRC-LR-ACR201-1, 17 Summary_ 

LR1.xlsx, tab “Appendix A (Incremental Costs)” cell D77, with USPS-FY17-NP2, 
Reports (Unified).xls, tab “A Pages Summary” cell H60. 
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(from USPS-FY18-43) 
+ 
Incremental Costs of Free Mail (from USPS-FY18-43) 

+ 
Group Specific Costs of Total International Mail (from 
USPS-FY18-NP2) 
 

 
% Contribution Towards Institutional from Competitive Products  = 
  

(𝑇𝑜𝑡𝑎𝑙 𝐶𝑜𝑚𝑝𝑒𝑡𝑖𝑡𝑖𝑣𝑒 𝑅𝑒𝑣𝑒𝑛𝑢𝑒 − 𝐺𝑟𝑜𝑢𝑝 𝐼𝑛𝑐𝑟𝑒𝑚𝑒𝑛𝑡𝑎𝑙 𝐶𝑜𝑠𝑡𝑠 𝑜𝑓 𝐴𝑙𝑙 𝐶𝑜𝑚𝑝𝑒𝑡𝑖𝑡𝑖𝑣𝑒 𝑃𝑟𝑜𝑑𝑢𝑐𝑡𝑠)

𝐼𝑛𝑠𝑡𝑖𝑡𝑢𝑡𝑖𝑜𝑛𝑎𝑙 𝐶𝑜𝑠𝑡𝑠
 

       
Note on First-Class Mail:  In the FY 2018 CRA Reports, the attributable costs 

shown in the rows for Total Marketing Mail, Total Periodicals, Total Packages 
Services, Total Competitive, and Free Mail match the group incremental costs for 
those categories shown in USPS-FY18-43.  That is not true for First-Class Mail, 
however.  Instead, the attributable costs shown in the CRA row for Total First-

Class is equal to the group incremental costs for domestic First-Class Mail shown 
in USPS-FY18-43, plus the sum of the attributable costs shown in the CRA in the 
individual International Mail rows within First-Class.  This is the best available 
estimate of the attributable costs of the mail categories classified as First-Class 

Mail, and is intended to be comparable to the other class-level attributable costs 
estimates presented in the CRA. 
 
Note on Other Aggregate CRA Rows:  Total First-Class is not the only 

aggregate row in the FY 2018 PCRA for which there is no directly corresponding 
row in USPS-FY18-43 or USPS-FY18-NP10.  Other such rows include Total 
Market Dominant Mail, Total Market Dominant Services, and Total Market 
Dominant Mail and Services.  Attributable costs in the Total Market Dominant 

Mail row are calculated as the sum of the attributable costs shown in Total First-
Class (as described above), the attributable (group incremental) costs for Total 
Marketing Mail, Total Periodicals, and Total Packages Services, and the 
attributable costs in the International NSA row and the Free Mail row.  The 

attributable costs in the Total Market Dominant Services row equal the sum of 
the Total Domestic Market Dominant Service group incremental costs (shown in 
USPS-FY18-43) and the attributable costs in the Total International Ancillary 
Services row.  The attributable costs in the Total Market Dominant Mail and 

Services row are the sum of the attributable costs in the Total Market Dominant 
Mail row and the attributable costs in the Total Market Dominant Services row, 
plus the inframarginal costs for Domestic International Mail (shown in USPS-
FY18-43). 

 
One other aggregation issue manifested in the CRA Report materials for the first 
time in FY 2018 merits discussion.  In the formal CRA reports (included as part of 
the pdf Preface in both the public and nonpublic CRA folders -- USPS-FY18-1 

and USPS-FY18-NP11), the rows and columns that appear on each page are 
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essentially the same rows and columns that appeared on the corresponding 
pages last year.  As was also done each year previously, an Excel version of 
those CRA reports (matching the pdf version) is included with this folder.  New 

this year, however, is an additional Excel file (Public_FY18CRA_Expanded) 
provided as background material to include expanded information indicating how 
values in the various CRA rows were derived.  In the 
Public_FY18CRA_Expanded file provided herein, for each of the Market 

Dominant classes, there is a row inserted above the row for the class as a whole 
that refers to the “Non-Product Inframarginal” costs of the class.  The values in 
each of these rows are calculated as the difference between the total group 
inframarginal costs for the class as a whole (taken directly from USPS-FY18-43) 

and the sum of the inframarginal costs of the individual products within the class 
(each also taken directly from USPS-FY18-43).  Thus, using First-Class Mail as 
an example, the value shown in the First-Class Non-Product Inframarginal row in 
tab Cost1 is unaffected by the presence of (as it would likewise be unaffected by 

the absence of) the row displaying costs for the product combination of Total 
Single Piece Letters and Cards and the row for the product combination of Total 
Presort Letters and Cards.  Similarly, throughout the spreadsheet, with respect to 
any row (presenting an aggregation of products) with a row above it referring to 

the Non-Product Inframarginal costs, the values in the Non-Product row are 
always the difference between the group inframarginal costs of the aggregation 
of products as a whole, and the sum of the inframarginal costs of each of the 
individual products of which the aggregation is composed.  Any intermediate 

aggregations displayed do not affect the calculation of the Non-Product 
inframarginal row (just as they do not affect the calculation of the total group 
inframarginal costs for the aggregation as a whole presented in USPS-FY18-43 
or USPS-FY18-NP10). 

 
E. Inputs/Outputs 

 

The tables below show the ACR folders that serve as inputs/outputs to/from 

USPS-FY18-1. 
 

Input ACR Folders 

Description ACR Folder 

FY 2018 CRA Model (Public Version) USPS-FY18-31 

FY 2018 International Cost and Revenue Analysis 
(ICRA) Report 

USPS-FY18-NP2 

FY 2018 Non-Public Cost and Revenue Analysis Report 
(NPCRA) 

USPS-FY18-NP11 

FY 2018 Market Dominant Product Incremental Costs USPS-FY18-43 
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Output ACR Folders  

Description ACR Folder 

USPS Marketing Mail and Periodicals Destination Entry 
Cost Models  

USPS-FY18-13 

Bound Printed Matter Mail Processing Cost Model and 
Media Mail – Library Mail Mail Processing Cost Model 

USPS-FY18-15 

Bound Printed Matter Transportation Cost Model and 
Bulk Parcel Return Service Cost Model 

USPS-FY18-16 

FY 2018 Special Cost Studies Workpapers – Special 
Services 

USPS-FY18-28 

FY 2018 Market Dominant NSA Materials USPS-FY18-30 

FY 2018 Competitive Products Fund Reporting 
Materials 

USPS-FY18-39 

FY 2018 Market Dominant Product Incremental Costs USPS-FY18-43 

 
 
II.  ORGANIZATION 
 

Consistent with previous years, USPS-FY18-1 includes an Excel workbook 
named Public_FY18CRAReport and a Word document named FY2018 Public 

CRA Notes.  The Excel workbook displays the relevant numbers by product and 
the Word document provides further explanation to the notes cited in the Excel 
workbook.  Those materials correspond to the pdf version of the CRA Report 
displayed at the end of this Preface.  New this year is an additional Excel file 

labeled as Public_FY18CRA_Expanded.  The Expanded file contains more 
columns and rows to make more transparent how the various attributable cost 
components are aggregated to show the ultimate cost figures presented in the 
CRA Report.  See, for example, the above discussion in the Methodology section 

on aggregation matters.  
 
REVISIONS OF 02/11/2019:  Revisions of this date reflect changes made to 
the ICRA (USPS-FY18-NP2), also of this date.  Costs have changed for 

certain International products, with offsetting changes of approximately 
$10 million between total Market Dominant and Competitive mail.  The 
specific rows of the report (tab in parentheses) that have been revised are 
the following:  Outbound Single-Piece First-Class Mail International (Cost 

1), Total First-Class (Cost 1), Total Market Dominant Mail (Cost 1), Total 
Market Dominant Mail and Services (Cost 2), Total Competitive 
International (Cost 3), and Total Competitive Mail and Services (Cost 3).  In 
addition a correction was made to a row name.  Total Domestic Market 

Dominant Mail (Cost 1) was changed to Total Market Dominant Mail (Cost 
1).   The Public CRA Report attached to this Preface has been revised 
accordingly, and both Excel files have been revised as well.  

 

 
 



PUBLIC COST AND REVENUE ANALYSIS

Fiscal Year 2018

Revised 2/11/2019

FINANCE



PUBLIC COST AND REVENUE ANALYSIS

 Fiscal Year 2018 - Revised 2/11/2019

(in millions) (per piece)

Attributable Volume Revenue Attributable Volume Contribution Cost

Mail Classes and Products Revenue Cost Variable Cost $ Cost $ Variable $ Coverage

(note 1) (note 1) (note 2) (note 2)  (note 2) Cost $ (note 2) (note 2)

A B C D E F (D-E) (D/E)

MARKET DOMINANT PRODUCTS

First-Class Mail:

   Single-Piece Letters............................................................. $8,400.7      $5,217.1      $5,022.3       $0.499         $0.310          $0.298          $0.189         161.02%

   Single-Piece Postcards....................................................... 224.6           183.6           181.9            0.356           0.291            0.289            0.065           122.38%

       Total Single-Piece Letters and Cards............................. 8,625.3        5,418.5        5,204.1         0.494           0.310            0.298            0.184           159.18%

   Presort Letters...................................................................... 13,775.6      4,456.3        4,381.3         0.385           0.124            0.122            0.260           309.13%

   Presort Cards....................................................................... 540.1           170.6           169.6            0.260           0.082            0.082            0.178           316.51%

       Total Presort Letters and Cards..................................... 14,315.7      4,633.9        4,550.9         0.378           0.122            0.120            0.256           308.93%

   Flats....................................................................................... 1,909.9        1,554.2        1,549.7         1.382           1.125            1.121            0.257           122.89%

   First-Class NSAs..................................................................

   Outbound Single-Piece First-Class Mail Int'l..................... 198.1           139.5           139.3            1.501           1.057            1.055            0.444           142.04%

   Inbound Single-Piece First-Class Mail Int'l........................ 422.9           504.3           503.6            0.952           1.135            1.134            (0.183)         83.85%

   Fees (note 2)......................................................................... 125.0           

Total First-Class...................................................................... 25,596.9      12,481.7      11,947.6       0.447           0.218            0.209            0.229           205.07%

USPS Marketing Mail:

   High Density and Saturation Letters.................................. 1,153.6        560.0           553.9            0.159           0.077            0.076            0.082           206.01%

   High Density and Saturation Flats and Parcels................. 2,028.0        1,399.7        1,372.6         0.175           0.121            0.118            0.054           144.88%

   Carrier Route........................................................................ 1,847.7        1,703.2        1,692.0         0.263           0.242            0.241            0.021           108.49%

   Letters................................................................................... 9,656.4        4,962.9        4,836.7         0.208           0.107            0.104            0.101           194.57%

   Flats....................................................................................... 1,649.4        2,402.8        2,395.3         0.404           0.589            0.587            (0.185)         68.65%

   Parcels.................................................................................. 42.2             73.4             73.4              1.219           2.119            2.119            (0.900)         57.53%

   Marketing Mail NSA.............................................................. 14.2             13.6             13.6              0.207           0.199            0.199            0.008           104.09%

   Every Door Direct Mail Retail.............................................. 126.6           47.5             47.2              0.178           0.067            0.066            0.111           266.86%

   Fees (note 2)......................................................................... 36.4             

Total USPS Marketing Mail..................................................... 16,554.5      11,624.0      10,984.7       0.214           0.150            0.142            0.064           142.42%

Periodicals:

   In County............................................................................... 55.9             83.3             83.2              0.110           0.163            0.163            (0.054)         67.14%

   Outside County..................................................................... 1,214.4        1,806.3        1,800.8         0.271           0.403            0.402            (0.132)         67.23%

   Fees (note 2)......................................................................... 6.4               

Total Periodicals...................................................................... 1,276.7        1,890.2        1,884.0         0.256           0.379            0.377            (0.123)         67.54%

Package Services:

   Alaska Bypass...................................................................... 32.9             18.7             18.7              26.167         14.885          14.885          11.282         175.80%

   Bound Printed Matter Flats................................................. 197.7           133.0           131.6            0.745           0.501            0.496            0.244           148.59%

   Bound Printed Matter Parcels............................................. 318.3           292.4           290.5            1.080           0.992            0.985            0.088           108.84%

   Media and Library Mail......................................................... 276.3           360.4           359.1            3.499           4.564            4.548            (1.065)         76.67%

   Fees (note 2)......................................................................... 2.8               

Total Package Services.......................................................... 827.9           805.5           800.0            1.293           1.258            1.249            0.035           102.78%

International Negotiated Service Agreements...................... 419.6           258.1           257.7            2.354           1.448            1.446            0.906           162.57%

Free Mail - blind, handicapped & servicemen...................... 34.1             34.1              0.809            0.809            (0.809)         

       Total Market Dominant Mail............................................ 44,675.5      27,093.6      25,908.0       0.317           0.193            0.184            0.125           164.89%

See accompanying notes. 1



PUBLIC COST AND REVENUE ANALYSIS

 Fiscal Year 2018 - Revised 2/11/2019

(in millions) (per piece)

Attributable Volume Revenue Attributable Volume Contribution Cost

Mail Classes and Products Revenue Cost Variable Cost $ Cost $ Variable $ Coverage

(note 1) (note 1) (note 2) (note 2)  (note 2) Cost $ (note 2) (note 2)

A B C D E F (D-E) (D/E)

MARKET DOMINANT SERVICES

Ancillary Services

   Certified Mail......................................................................... 613.6           530.0           521.8            3.434           2.966            2.920            0.468           115.79%

   COD....................................................................................... 4.0               2.9               2.9                11.045         7.963            7.963            3.082           138.71%

   Insurance.............................................................................. 79.1             48.5             48.5              4.492           2.751            2.750            1.741           163.29%

   Registered Mail..................................................................... 29.1             18.1             18.1              15.908         9.899            9.898            6.009           160.71%

   Stamped Envelopes............................................................. 11.2             12.1             12.0              

   Stamped Cards (note 4)....................................................... 0.6               0.2               0.2                

   Other Ancillary Services (note 2)........................................ 401.7           229.7           227.5            

   Total Domestic Services...................................................... 1,139.3        841.4           830.9            

   Total International Ancillary Services (note 2).................. 47.1             41.0             41.0              1.845           1.606            1.606            0.239           114.85%

Special Services:

   Address Management Services.......................................... 16.1             5.4               0.1                

   Caller Service....................................................................... 88.5             26.3             26.3              

   Credit Card Authentication (note 5).................................... 17.7             2.2               2.2                

   Customized Postage............................................................ 0.1               0.1                

   Money Orders....................................................................... 158.5           146.7           143.0            1.901           1.759            1.715            0.142           108.09%

   Post Office Box Service....................................................... 287.5           254.6           254.6            

   Stamp Fulfillment Services................................................. 3.9               4.4               4.4                

 Total Special Services........................................................... 572.2           439.8           430.7            

     Total Market Dominant Services....................................... 1,758.6        1,342.9        1,302.6         

     Total Market Dominant Mail and Services....................... 46,434.1      28,437.5      27,210.7       

See accompanying notes. 2



PUBLIC COST AND REVENUE ANALYSIS

 Fiscal Year 2018 - Revised 2/11/2019

(in millions) (per piece)

Attributable Volume Revenue Attributable Volume Contribution Cost

Mail Classes and Products Revenue Cost Variable Cost $ Cost $ Variable $ Coverage

(note 1) (note 1) (note 2) (note 2)  (note 2) Cost $ (note 2) (note 2)

A B C D E F (D-E) (D/E)

COMPETITIVE MAIL AND SERVICES

Total Priority Mail Express..................................................... 751.4 314.8 308.9 26.634 11.160 10.948 15.474 238.65%

Total First-Class Package Service......................................... 3,870.6 2,692.3 2,674.9 3.037 2.112 2.099 0.924 143.76%

Total Priority Mail.................................................................... 9,103.2 6,983.5 6,820.6 8.472 6.499 6.348 1.973 130.35%

Total Ground............................................................................ 6,911.7 3,725.3 3,655.9 2.230 1.202 1.180 1.028 185.53%

Total Competitive International.............................................. 1,543.0 1,024.6 995.1 8.272 5.493 5.335 2.779 150.59%

Total Domestic Competitive Services................................... 877.2 440.7 405.3

Total Competitive Mail and Services..................................... 23,057.0 15,465.6 14,860.6

        Total All Mail and Services............................................. 69,491.0      43,971.6      42,071.3       

Miscellaneous Items............................................................... 1,108.5        

Appropriations:  Revenue Forgone....................................... 60.5             

   Total Operating Income....................................................... 70,660.1      43,971.6      42,071.3       

Investment Income.................................................................. 122.9           

   Total ...................................................................................... 70,783.0      43,971.6      42,071.3       

All Other................................................................................... 30,724.4      

   Total....................................................................................... 74,696.0      

See accompanying notes. 3



PUBLIC COST AND REVENUE ANALYSIS

 Fiscal Year 2018 - Revised 2/11/2019

VOLUME STATISTICS

Weight in Weight per

Mail Classes and Products Pieces Pounds Piece

(note 1) (thousands) (thousands) (ounces)

MARKET DOMINANT PRODUCTS

First-Class Mail:

   Single-Piece Letters............................................................. 16,830,360 499,483 0.5

   Single-Piece Postcards....................................................... 630,117 4,042 0.1

       Total Single-Piece Letters and Cards............................. 17,460,477 503,525 0.5

   Presort Letters...................................................................... 35,795,690 1,959,946 0.9

   Presort Cards....................................................................... 2,075,510 16,956 0.1

       Total Presort Letters and Cards..................................... 37,871,200 1,976,902 0.8

   Flats....................................................................................... 1,381,864 269,417 3.1

   Parcels..................................................................................

   First-Class NSAs..................................................................

   Outbound Single-Piece First-Class Mail Int'l..................... 132,032 8,527 1.0

   Inbound Single-Piece First-Class Mail Int'l........................ 444,226 141,792 5.1

Total First-Class...................................................................... 57,289,800 2,900,164 0.8

USPS Marketing Mail:

   High Density and Saturation Letters.................................. 7,265,225 244,093 0.5

   High Density and Saturation Flats and Parcels................. 11,592,369 2,144,510 3.0

   Carrier Route........................................................................ 7,034,113 1,528,022 3.5

   Letters................................................................................... 46,517,167 2,293,497 0.8

   Flats....................................................................................... 4,078,768 1,046,117 4.1

   Parcels.................................................................................. 34,650 12,931 6.0

   Marketing Mail NSA.............................................................. 68,445   

   Every Door Direct Mail Retail.............................................. 712,621 90,389 2.0

Total USPS Marketing Mail..................................................... 77,303,357 7,359,558 1.5

Periodicals:

   In County............................................................................... 510,334 134,325 4.2

   Outside County..................................................................... 4,482,996 1,609,963 5.7

Total Periodicals...................................................................... 4,993,329 1,744,288 5.6

Package Services:

   Alaska Bypass...................................................................... 1,258 84,644 1076.8

   Bound Printed Matter Flats................................................. 265,404 439,122 26.5

   Bound Printed Matter Parcels............................................. 294,800 637,855 34.6

   Media and Library Mail......................................................... 78,964 179,886 36.4

Total Package Services.......................................................... 640,425 1,341,507 33.5

U.S. Postal Service.................................................................. 290,423 113,123 6.2

Free Mail - blind, handicapped & servicemen...................... 42,115 14,826 5.6

   International Negotiated Service Agreements................... 178,220 102,921 9.2

       Total Market Dominant Mail............................................ 140,737,668 13,576,387 1.5

See accompanying notes. 4



PUBLIC COST AND REVENUE ANALYSIS

 Fiscal Year 2018 - Revised 2/11/2019

VOLUME STATISTICS

Weight in Weight per

Mail Classes and Products Pieces Pounds Piece

(note 1) (thousands) (thousands) (ounces)

MARKET DOMINANT SERVICES

Ancillary Services

   Certified Mail......................................................................... 178,689   

   COD....................................................................................... 360   

   Insurance.............................................................................. 17,619   

   Registered Mail..................................................................... 1,832   

   Other Ancillary Services (note 2)........................................ 5,506,624   

   Total International Ancillary Services (note 2).................. 25,518   

Special Services

   Money Orders....................................................................... 83,390   

Total Market Dominant Service Transactions...................... 5,814,032  

COMPETITIVE PRODUCTS

Total Priority Mail Express..................................................... 28,211 30,287 17.2

Total First-Class Package Service......................................... 1,274,600 491,352 6.2

Total Priority Mail.................................................................... 1,074,470 2,698,954 40.2

Total Ground............................................................................ 3,099,461 7,512,701 38.8

Total Competitive International.............................................. 186,524 252,249 21.6

     Total Competitive Mail....................................................... 5,663,266 10,985,543 31.0

     TOTAL ALL MAIL................................................................ 146,400,934

See accompanying notes. 5
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UNITED STATES POSTAL SERVICE 

NOTES TO PUBLIC COST AND REVENUE ANALYSIS 

Fiscal Year 2018 
 
1.   Public Cost and Revenue Analysis 
 
The U.S. Postal Service (Postal Service) has annually prepared the Domestic Cost and Revenue Analysis (CRA) and International Cost and  Revenue Analysis 

(ICRA) covering the period October 1 through September 30.  The CRA and ICRA were created to aid in determining that the statutory requirements under 

Title 39 U.S. Code are met, that “each class of mail or type of mail service bear the direct and indirect costs attributable to that class or service….”   

 

As a result of the enactment of Public Law 109-435 on December 20, 2006, the Postal Service continues to produce cost and revenue information by product 

using methods approved by the Postal Regulatory Commission (PRC).  The PRC methods are described in the PRC’s Annual Compliance Determination 

Report.  The Fiscal Year 2018 Public Cost and Revenue Analysis Report (PCRA) combines revenue and cost data from both the domestic and international 

CRAs.  It represents the PRC’s methodology of presenting each mail category’s estimated attributable and unit costs.  The PCRA also displays revenue, 

p ieces and weight information from the Revenue, Pieces and Weight (RPW) report.  The Public CRA differs from the Non-Public CRA by not detailing costs for 

specific products defined by the PRC as “Competitive.”  
 

The postal system of accounts is the basis for PCRA data; however, the postal system of accounts generally does not accumulate financial data by categor y 

of mail.  Apportionment factors, derived from various postal operational and statistical information sources, are required for development of the data for 

PCRA purposes.  Some of these sources (e.g., In-Office Cost System and Origin-Destination Information System-Revenue, Pieces and Weight (ODIS-RPW)) 

are dedicated to this purpose and involve extensive statistical sampling of postal activit ies during the year.  Calculated amounts are compared and scaled to 

actual data in the postal system of accounts, as appropriate.   

 

2.  Definitions 
 

Volume Variable Cost – Volume variable costs are calculated by multiplying the total volume of the class or product by the unit costs (the change in  total 

costs resulting from a one-unit change in its volume alone, when the volumes of other products remain constant). 

 

Product Specific Cost – Product specific costs represent costs that are not volume variable but, for certain products, are directly or indirectly caused by that 

product. 

 

Incremental Cost -- The incremental cost of a product is the total cost caused by adding that product to the Postal Service’s output mix.   

 

Inframarginal Cost – The inframarginal costs of a product represent the difference between the incremental cost of the product and the sum of the volume 

variable and product specific costs of the product. 

 

Attributable  Cost – The attributable costs of a product include the sum of volume variable costs,  product specific costs, and those inframaginal costs 

calculated as part of the product’s incremental costs. 

 
Contribution – Revenue per piece minus the attributable cost per piece.   

 

Cost Coverage – Revenue per piece as a percentage of the attributable cost per piece (unit revenue divided by unit attributable cost.) 

 

Fees – Fees associated with a specific class of mail or product are included in the reported revenue for that class or product. 

 

International Mail  – International mail detail is provided in the International Cost and Revenue Analysis report.   
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Other Ancillary Services – Includes identifiable costs for the following domestic services:  return receipts, signature confirmation, certificate of mail ing, 

merchandise return service, merchandise return receipt, restricted delivery, business reply, address correction services, bulk parcel return service, parcel 

airlift, shipper paid forwarding, premium stamped stationary, premium stamped cards and that portion of USPS Tracking associated with Marketing Mail 

parcels.   

 
International Ancillary Services – Includes identifiable costs for certificate of mailing, outbound registered mail, inbound registered mail, outbound return 

receipt, inbound return receipt, outbound restricted delivery, inbound restricted delivery, outbound insurance, inbound insur ance, customs clearance and 

delivery fees, reply coupon service, inbound reply coupon service, business reply mail service and inbound business reply mail service. These are fees for 

additional services related to mail products that have been already counted in other sections of  this report. 

 

Negotiated Service Agreement Mail (NSA) – Where there are negotiated service agreements, their costs are shown in separate rows within each applicable 

class.  The details for both domestic and international NSAs are provided in the Annual Compliance Report. 

 
Miscellaneous Items – Includes philatelic sales, fees, fines, unclaimed money from dead letters, sales of services performed for government agencies and 

private contractors.  Not included is $12.3 million of imputed interest earned on money order float, which is reclassified to domestic and international money 

orders.   
 

3.  Aggregate Categories 
 
In  th is report, the Attributable Costs reported in rows containing multiple products (e.g., Total Single-Piece Letters and Cards, Total First-Class) do not reflect 

the sum of the Attributable Costs of each of the component products included in the row.  Instead, they generally represent the group incremental costs of 

those aggregate categories as separately shown in the Market Dominant Incremental Cost folder (USPS-FY18-43) or the Competitive Incremental Cost folder 

(USPS-FY18-NP10).  Detailed descriptions of the procedures by which the Total First-Class row and certain other specific aggregate rows are derived can be 

found in the Preface materials presented with this report in USPS-FY18-1. 

 

4.  Cards 
 
Volume variable costs are the printing costs related to stamped cards. 

 

5.  Credit Card Authentication 
 

Revenue for Credit Card Authentication represents the total revenue from Credit Card Authentication service, and the Expenses include credit card fees,  

payment switch fees and call center support.  Cost coverage does not equal Revenue divided by Expense because third- party agreements reduce both 

Revenues and Expenses.   

 
 
 
 
 
 
 
 
 
 
 
 



     REVISED:  02/11/2019 

 8 

6.   Miscellaneous Adjustments 
 
A)  Imputed interest on money order float is included with interest income in the 2018 Annual Report (Form 10-K) but is d istributed to money order products 

in  the PCRA Report (in millions). 

 

               
   Operating and Other Revenue per 10-K Annual Report $70,660        

    Interest Income per 10-K Annual Report          123      
   Total Revenue                   $70,783   PCRA Report Revenue  $70,783 

 
B) Interest expense shown separately in the 2018 Annual Report (Form 10-K) is reported as part of total expenses in the PCRA Report (in millions). 

 
               
   Operating Expenses per 10-K Annual Report   $74,445  

   Interest expense per 10-K Annual Report          251 

   Total Expenses      $74,696    PCRA Report Expense     $74,696 

        

7.   Other 
 
All amounts in the PCRA Report are rounded and may not add to totals.   Percentages are rounded to the nearest decimal.  

 

  

 

  


