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Pursuant to Order No. 5004, the Association for Postal Commerce (“PostCom”) submits

these comments on the Commission’s proposed data reporting requirements related to flat-

shaped mail.

The introductory paragraphs to the Commission’s Order soliciting these comments neatly

summarize the dilemma presented in the instant proceeding. The Order recounts the efforts by

the Commission to cajole the Postal Service into addressing its long-standing abysmal

performance with respect to flats. Yet despite the best efforts of the Commission and

considerable effort by commenters, the Postal Service has persistently provided information that

is at best incomplete. As the Commission points out in discussing the Postal Service’s response

to requests for information regarding pinch points, the information supplied did not address “the

original Commission’s directive to develop a method to measure, track, and report the cost and

service performance issues relating to the individual pinch points.” Order No. 5004 at 3.

As the Commission points out (id. at 7), the proposed requirements merely require the

Postal Service to submit information that is already available, albeit at more regular intervals and

with additional detail. PostCom agrees that examining the information by Labor Distribution

Codes (LDC) and Management Operating Data System (MODS) codes should enable insights

that are unavailable when the Postal Service uses its preferred method of providing highly
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aggregated national data designed to obscure what is going on in its network. The same is true

for requiring linkages from planned changes to postal operations and relevant impact on costs.

PostCom applauds these requirements as overdue but necessary given the Postal Service’s

repeated stonewalling.

Unfortunately, for the reasons explained below, the collection and examination of this

data will not, in the absence of additional steps by the Commission, produce any meaningful

results, however illuminating the insights generated therefrom. The reasons should by now be

obvious, but in the comments that follow PostCom will elaborate on the shortcomings of the

Commission’s approach. In short, the Commission must provide the Postal Service with the

proper incentives—both carrot and stick—to improve flats performance.

I. THERE IS LITTLE REASON TO EXPECT ANY IMPROVEMENTS FROM THE
POSTAL SERVICE

While PostCom believes both the Commission and the Postal Service genuinely want to

see flats performance improve, the proposed enhanced reporting requirements are unlikely to

bring about this result. The history of the Annual Compliance Determination (ACD) is

illuminating in this instance. For years, the Commission has used the ACD to exact from the

Postal Service an increasing array of service, cost, and operational data. Yet despite the efforts of

the Commission to collect additional information, the Postal Service is perpetually unwilling or

unable to provide satisfactory answers regarding their failure to manage flats performance.

In the FY2018 ACR, the Postal Service reported that the Marketing Mail Flats product

covered only 68.6 percent of its attributable costs, despite per-piece revenues increasing by 5.1

percent during the year. To explain the astounding 13.4 percent increase in unit costs, the Postal

Service posited that the “increase in cost was likely due in part to movement of Flats volume to

High Density Flats” (emphasis added). It doesn’t get any more equivocal than that. No further
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explanation is given; no attempt to address productivity or other possible causes. In fact, the

report quickly pivots to the vague notion of combining Flats, Carrier Route Flats, and High-

Density Flats into a single Non-Saturation Flats product. As it relates to flats, this type of evasion

has become, unfortunately, typical. Apart from increasing prices to boost revenues, or bundling

products to obscure the issue, the Postal Service shows no interest in corrective action.

In the required ACR section wherein the Postal Service must address the FY17 Flats

Directive, the Postal Service did provide a lengthy list of operational and other changes it is

contemplating. However, that section concluded that “(a)lthough the Postal Service remains

committed to taking measures to improve the product’s cost coverage, it is not able to provide an

estimated timeline for phasing out the Flats subsidy. While the Postal Service has provided a

schedule of future above CPI price increases, the product’s unit cost changes year-to-year, and

CPI is also unpredictable, particularly over the long term.” USPS FY 2018 Annual Compliance

Report at 36. These statements indicate that the Postal Service views the flats subsidy as a long-

term problem and believes that year-to-year cost changes are unpredictable. More troublingly, it

suggests that the Postal Service believes flats performance is largely outside of its control.

Indeed, the Postal Service has regularly treated flats cost changes as random fluctuations rather

than confront its inability to manage flats operations or its catastrophic investment in the Flats

Sequencing System.

II. ADMONITIONS BY THE COMMISSION ARE INADEQUATE

In our initial comments in this docket, we argued that data collection alone was an

inadequate response to the problem of flats underperformance. Instead, we called for “the

Commission [to] require that the Postal Service produce a performance improvement plan” and

suggested that “the Commission should consider a technical conference . . . to facilitate

participation of interested parties in the development of the . . . plan.” Comments of the
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Association for Postal Commerce in Response to Notice of Inquiry No. 1 (“PostCom Initial

Comments”) at 6-7 (Oct. 1, 2018). Further, we maintained that progress – if it is to be made at

all - requires that the performance plan should describe specific actions to improve efficiency,

define a clear causal relationship between stated intentions and quantifiable impacts on costs and

service improvements, and include specific measurement indicators, targets, and timelines for

achievement of results-based objectives. Id. at 6. We are pleased to see that the Commission

acknowledges that a plan is necessary (Order No. 5004 at 7), but we are disappointed that the

Commission failed to respond to our suggestion to “reexamine the scope of its authority and

consider the use of sanctions in the event that the Postal Service continues to stonewall on flats.”

PostCom Initial Comments at 7.

Unfortunately, the Commission makes what we consider a mistaken assumption when it

declares that the information that will soon be collected during the ACR process will somehow

“increase the accountability of the Postal Service related to operational initiatives related to

flats.” Order No. 5004 at 7. It will not. If the Postal Service provides all of the information

requested by the Commission on time and without editing or foot-dragging, we will be no closer

to “accountability” than we are today. As the Commission acknowledges, the information sought

in this proceeding already exists. Yet the Postal Service has made minimal effort to use it to

actually improve performance. Making that information more public or transparent may be

slightly embarrassing to certain individuals, but it would be naïve to assume that embarrassment

(see comments on service below) will be sufficient for the Postal Service to suddenly take flats

issues seriously.

We are years into this inquiry. By the time the Postal Service provides information in

response to this Order we will be five years from the Commission’s inquiry on pinch points.
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From there it is not at all clear how long it will be before the Postal Service provides any kind of

meaningful plan let alone concrete action. In fact, in the absence of actual sanctions by the

Commission – which we believe are within the authority of the Commission – we sadly predict

that this annual cycle of disappointment will continue until flats are driven from the mail system

entirely.

While the Postal Service’s performance with regard to flats is regrettable; in no way do

we maintain that the Postal Service is engaged in bad faith or deliberately degrading flats

performance. Rather, the observed results of the last ten years are exactly what one would expect

given the incentives that are in place. For example, if the Postal Service were to somehow get

above 100 percent cost coverage on flats, they would be able to escape some reporting

requirements, but there is no financial benefit. In fact, they would lose the cover provided by the

Commission for annual increases that are above the product average. Conversely, when the

Postal Service repeatedly fails to manage flats costs or service, the penalties are non-existent.

Effective regulation depends on effective incentives for managers to behave rationally. Such

incentives are sorely lacking here. The continued worsening of flats performance in recent years

(see FY 2018 ACR at 39) is an utter refutation of the notion that the Postal Service can turn

around its financial performance by increasing prices. In the absence of effective incentives for

the Postal Service to improve efficiency, ever-escalating prices will not keep up and will only

hasten the decline of mail.

III. FLATS ARE BEING DRIVEN FROM THE MAIL

RM2018-1 rightly focuses much of its attention on issues that affect the cost of handling

and processing flats. For reasons specified in the preceding section, PostCom welcomes those

efforts, but fears that they will be too little, too late. The persistent and systemic problems

plaguing flats costs are compounding equally alarming service performance.
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In both First-Class Mail and USPS Marketing Mail, where flats are a relatively small

proportion of a varied mail stream, flats drastically underperform letters:

First-Class Mail

FY 2018

Target
Percent
On-Time

Single-Piece Letters/Postcards

Two-Day 96.50 94.5

Three-To-Five-Day 95.25 83.5

Presort Letters/Postcards

Overnight 96.80 96.2

Two-Day 96.50 95.1

Three-To-Five-Day 95.25 92.2

Flats

Overnight 96.80 82.2

Two-Day 96.50 79.7

Three-To-Five-Day 95.25 71.0

Outbound Single-Piece First-Class Mail
International

Two-Day - 86.3

USPS Marketing Mail
FY 2018

Target
Percent
On-Time

High Density and Saturation Letters 91.8 93.0

High Density and Saturation Flats/Parcels 91.8 88.3

Carrier Route 91.8 89.5

Letters 91.8 89.4

Flats 91.8 76.5

Every Door Direct Mail - Retail 91.8 74.4

Parcels 91.8 98.0

Mixed Product Letters 91.8 76.7

Mixed Product Flats 91.8 51.0

Source: USPS FY 18 Service Performance Report p.3&11

In its public reporting, where the Postal Service prefers to present composite indicators

for each class, this service performance is obscured due to flats relatively small volume.

In the last five years, flats volumes have declined by 27.3 percent; roughly triple the rate

of decline of market dominant volume overall. Given the cost and service performance outlined

above this is not surprising. In this domain, the Postal Service has not demonstrated any ability to
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reduce costs in the face of declining volume. Continuation of this trend will almost certainly

push flats past a point of no return where any hope of covering costs or restoring service to

acceptable levels will be gone.

IV. CONCLUSION

As a general rule, PostCom supports any and all efforts by the Commission to aid

transparency with respect to cost, service, and performance information, and we encourage the

efforts in this proceeding to collect and make public additional information. We might go further

and suggest that the Commission require similarly exhaustive operations data for all market

dominant products to facilitate better understanding of the Postal Service’s costs and

performance. But for the reasons discussed above, such transparency, while valuable and

instructive, will not be enough to ensure necessary and corrective changes by the Postal Service.

The information that the Commission seeks is already there; if the Postal Service were interested

in improvement and incentivized to do so, then they would already be using it. It is well past

time for the Commission to use its regulatory authority to demand more from the Postal Service.

Users of the Postal Service’s flats products have been ill served by oversight efforts to this point

and are at risk of soon being forced out of the postal system altogether

Respectfully submitted,

/s/ Matthew D. Field
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