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Rates Not of General Applicability for Inbound
E-Format Letter Post Docket No. CP2019-155

COMMENTS OF THE INTERNATIONAL MAILERS ADVISORY GROUP

The International Mailers Advisory Group (IMAG) respectfully submits these comments

pursuant to the Docket No. CP2019-155 (May 20, 2019) regarding the Postal Service's notice of

rates not of general applicability for Inbound Letter Post Small Packets and Bulky Letters and for

Inbound Registered Service Associated with such Items (collectively referred to herein as

Inbound E-format Letter Post).

IMAG is a trade association formed in 1997 to represent primarily U.S.-based

international mailers and shippers, and to this day is among the only u.s. mailing/shipping

trade associations focused solely on international issues. Our core mission is to address barriers

to the efficient flow of information and goods across borders. Our member companies are

made up of consolidators, hardware and software solutions providers, and ecommerce

platforms. We estimate IMAG members are responsible for over $1 billion annualized postage

or shipping spend and move billions of dollars in goods each year. Members use a wide array of

shipping and delivery partners, including designated operators (posts), the integrators, local

couriers, freight forwarders, and new market entrants.

The Postal Service's filing seeks the Commission's review of a range of rates that it has

established based on the Decision of the Governors of the United States Postal Service on Rates

for Inbound E-format Letter Post, dated May 9, 2019 (Governors' Decision No. 19-2). The Postal

Service has asked that the rates be non-public, and thus, has not revealed the actual rates but

instead provided a proposed range of domestic rate benchmarks.

In its filing, the Postal Service cites the "circumstances leading to the establishment of

new rates" and explains the Presidential Memorandum of August 23, 2018, which expressed
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concerns over the present Universal Postal Union (UPU) terminal dues and set forth necessary

reforms to those terminal dues if the United States were to remain in the UPU. When the

outcomes of the UPU Extraordinary Congress of September 2018 did not satisfy the United

States' position, the Secretary of State - with the President's support - recommended that self-

declared rates for inbound E-format items should be adopted as soon as practical (and, in any

event, by 2020), and the Secretary of State gave notice to the UPU on October 17, 2018, that

the United States would withdraw as a member country of the UPU, and that such withdrawal

would take effect one year later under the procedures of the UPU Constitution. The

Administration indicated that it would rescind the withdrawal notice and remain in the UPU if a

solution can be reached before the withdrawal takes effect on October 17,2019. A few

remuneration solutions are currently being considered by the member nations of the UPU and

members have agreed to an Extraordinary Congress, September 24-25, 2019, and so

negotiations continue. But the outcome of those negotiations remains uncertain.

IMAG agrees that Postal Service delivery costs should be covered by a fair remuneration

mechanism, especially to accommodate the explosion in cross-border ecommerce. However,

from the start of the process, IMAG has raised a series of concerns on how all of this will impact

U.S.-based mailers and shippers, particularly those that export. Those concerns include:

• Rate shock on outbound mailers and shippers. The USPSinbound rates will set the tone

for how other countries set their rates. In fact, mailers and shippers expect reciprocity

from foreign posts. Moving from the current terminal dues system to self-declared rates

will result in a substantial increase for U.S.-based exporters: IMAG members are

preparing for a 100 percent in outbound rates, possibly higher or lower depending on

the country of destination. Without a transition period of some kind, this sort of rate

shock will harm exporters and dampen growth in cross-border ecommerce, especially

for small and medium-sized enterprises (SMEs).

U.S. Postal Service international products are often an entree to the cross-border

ecommerce market for new entrants, such as sellers on the various ecommerce

platforms. USPStracked and partially tracked products provide an economical way for

U.S. companies to enter the cross-border shipping market and expand their businesses
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globally. IMAG member eBay notes in its May 2019 United States Small Online Business

Trade and Inclusive Growth Report that "today's postal networks are a critical piece of

the logistics chain for small Internet-enabled exporters and increasingly valuable as an

economic and trade facilitator for independent small business traders." The report says

"that eBay-enabled small businesses across the United States are engaging in global

trade at a scale once reserved for the very largest corporations. The numbers are

striking. A massive 96 percent of eBay-enabled small businesses across America export -

a far higher rate than businesses that have not embraced online tools - and these small

businesses reach on average 17 different countries annually, again dwarfing traditional

export reach."

Once active in the cross-border market, shippers choose a provider based on price,

service, visibility, presentation and other factors that drive such a business decision.

However, the loss of cost-effective and convenient postal options would be especially

devastating to SMEs that export, given their reliance on postal networks.

A final point about rate shock and certainty: IMAG believes that remaining in the UPU

and abiding by the remuneration terms of the UPU Acts would provide a ceiling of sorts

for outbound mailers and shippers. Even if rates increase substantially under a new

remuneration system, the business rules around that system would be known (providing

a degree of certainty) and would presumably include an upper bound on rates, such as X

percent of a domestic rate, or at least not higher than domestic rates, which prevents

distortions in the other direction.

• Consideration of the broader implications of a withdrawal, including lack of access to

the UPU global processing system, documentation, labels, IT solutions, and electronic

payment systems - all of the things "that make international mail possible," as the

Director General of the UPU stated in the Wall Street Journal (October 23, 2018).

o The UPU's International Bureau's (IB) Memorandum from AprilS, 2019,

Resilience of the UPU in the Event of a Major Withdrawal, provides an

assessment of the short-to-medium term impact of the United States'

withdrawal to both the UPU and the member country. It also outlines the main
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scenarios for the long term. In addition to the implications cited in the above

bullet, the IB says the U.S. Postal Service would no longer be a "designated

operator." Any postal traffic to and from the United States would no longer be

"postal services" but considered "cargo." Stamps issued by the Postal Service

would no longer be considered "postage stamps."

o Mail to U.S. military service members and diplomats stationed in other countries

(APO, FPOand OPO addressed mail) could face potential disruptions if the U.S.

leaves the UPU. The Postal Service classifies APO, FPO, and OOP mail as domestic

mail and it pays domestic rates even though it is destined to other countries.

Any such mail containing goods, such as items sent to members of the military

from family and friends, requires a customs form. Currently, this mail is sent via

the military as postal matter and clears customs in the destination country using

postal documentation. If, as the UPU has stated, U.S. mail to other countries is

not considered postal matter, mail to U.S. military and diplomats stationed

outside the U.S. could be seriously affected. As a significant proportion of the

mail to military serving overseas is from individuals who are unaware of this

potential disruption, both the members of the military service and their family

and friends could be negatively affected, particularly if, upon withdrawal, Postal

Service geographic coverage does not reach all destination countries.

• Uncertainty and contingency plans. As stated in our comments to MC2019-17, Transfer

of Inbound Letter Post Small Packets to the Competitive Product List, impacted

stakeholders are scrambling to prepare for an unknown outcome of a potential UPU

withdrawal, potential operational changes, and the higher rates that will ensue in 2020

on both inbound and outbound mail. Companies are making contingency plans while

unable to perform any true financial analysis because rates are not known. It is truly

unfathomable that companies in an industry as important to the world's economy as

shipping and logistics don't know precisely how to plan for an event that is less than

four months away. Our members have likened this to the uncertainly around Brexit - an
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uncertainty that is impairing companies' ability to plan and budget, and to grow

globally.

• Advance Electronic Data and the STOP Act - A U.s. withdrawal from the UPU means we

lose a seat at the table on security issues and data exchange and we could lose ground

in efforts to collect 100 percent advance electronic data (AED) from all countries by

2021 as required under the STOPAct. The United States is a member of the UPU's Postal

•. Operations Council and chairs the Supply Chain Integration Committee, as well as two

standing groups, including one on postal security. It has led efforts around the UPU's

goal, under the Integrated Product Plan, of enabling a global standard for data transfer

among the 192 postal administrations and their distinct customs authorities. We believe

the UPU system provides the best framework to achieve this standard. Indeed, efforts to

date have been successful and the regulatory framework is in place to use the existing

UPU network to provide AED. Further efforts are under way by countries and the UPU to

make investments and build capacity. If the United States leaves the UPU, we no longer

have access to the multilateral framework and negotiation platform the UPU represents.

No part of the Postal Service's instant filing on inbound rates assuages these concerns.

Granted, some of our concerns fall outside the scope of this filing, but there have been so few

public forums at which affected parties could raise these issues, as well as larger policy

concerns, that IMAG feels compelled to state them for the record here. Too much of the

discussion on the United States' withdrawal from the UPU has been done without the

transparency that defines good public policy. The public has had limited opportunity for input.

The issues at stake here are of enormous importance to the entire mailing public and to mailers

and shippers of all shapes and sizes - even if they have no idea what is going on. And IMAG

believes that many small international mailers/shippers and consumer customers are simply

unaware of the situation and will be floored by higher rates come January and - should a

withdrawal occur - the subsequent discovery that international mail is no longer "postal

services" should we actually leave. This discovery could happen for consumer customers when
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they walk up to a post office retail counter on October 18, 2019, to mail a letter or package

overseas.

Postal Service's Statutory Requirements

The Postal Accountability and Enhancement Act of 2006 (PAEA) governs how the Postal

Service may set its rates. As such, competitive products have to cover their costs and make a

contribution to overhead. IMAG recognizes the unique circumstances advanced by the White

House memorandum, but also notes that the Postal Service's rate-setting requirements are

governed by the PAEA, not a White House memo. As such, the rates must be reviewed in the

context of whether they adhere to the PAEA.

Likewise, the Postal Regulatory Commission's role is to regulate based on the PAEA, and

thus its review of this filing should be to determine if the rates are within the law, not to parse

the White House memo.

IMAG notes the unprecedented nature of the Postal Service's proposal to keep all rates

under seal at this time. IMAG agrees that rates based on a negotiated service agreement should

be under seal, but it does not understand why none of the domestic benchmark rates have

been made public. It seems the Postal Service could make a "published rate" available as it has

in the past with other products such as International Priority Airlift, with recognition that

negotiated service agreements would be negotiated from the published price.

IMAG supports a workshared rate as the benchmark for Inbound e-Format Letter Post

rather than a full domestic retail rate, as it is not justified. As the Postal Service notes in its

responses to the Chairman's Information Request No.1 (pages 20-21) "foreign postal operators

tender mail at one of the Postal Service's exchange offices using proper documentation or the

equivalent, thereby avoiding the 'first mile' processes in the postal production chain, such as

retail or commercial acceptance and transportation from acceptance points to processing

plants." Presidential economic advisor Peter Navarro stated similarly in a Financial Times op-ed

article from September 2, 2018, on terminal dues and remuneration reform that lithe USPS

would not be justified in charging overseas post offices the full domestic retail postage rate
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because the overseas service covers costs of collection in its country and other upstream

costs."

Commission Recognition of Effect of Rate Shock on Markets

IMAG members are concerned about rate shock on outbound rates due to reciprocity

from foreign posts based on the Postal Service's inbound rates. The impact on exporters of rate

increases of 100 percent or more is immense and we continue to seek some sort of mitigation

of rate shock.

The Commission has recognized the negative effects of rate shock on mailers and

markets in the past, notably in past Annual Compliance Determinations (ACD) - starting with

the FY2010 ACD - in which domestic Marketing Mail Flats (then called Standard Mail Flats) had

not covered their costs. The Commission has allowed for Marketing Mail Flats to remain under

water with the directive to the Postal Service to increase rates over time (and reduce costs) to

mitigate rate shock. IMAG encourages the Commission to consider how a similar approach

might work for outbound international letter post rates (which do now cover their costs).

Finally, the timeline for a potential u.S. withdrawal from the UPU could not be worse: at

the start of peak season when most mailers and shippers are operating at capacity and under

enormous pressure to meet holiday deadlines and fulfill orders. While the Board of Governors

sets the implementation date for rates and the Administration's submission of its letter of

intent to withdraw from the UPU has put the potential withdrawal date at October 17, 2019,

we urge all parties to keep this delicate situation in mind.

Respectfully submitted,

{~/f1Mc
Kate Muth
Executive Director
International Mailers Advisory Group
katemuth@comcast.net

June 21, 2019
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