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I. INTRODUCTION

Pursuant to Order No. 5260 initiating a public inquiry, the Association for Postal 

Commerce (“PostCom”) submits these comments on the methodology to estimate the value of 

the Postal Service letter and mailbox monopolies. PostCom and its members appreciate the effort 

by the Commission to annually update its estimate of the value of the monopolies. Postal policy 

is a perennial focal point of legislative and regulatory inquiry. Maintaining a reasonable estimate 

of the extent and value of the Postal Service’s competitive advantages is a necessary antecedent 

to informed discussion on the future of the Postal Service or its universal service obligation 

(USO). As for the instant issue, PostCom agrees that updating the methodology for calculating 

the value of the monopoly is warranted whenever there is a methodological change that would 

alter the estimated value and raises no objection to the change proposed by the Commission.  

II. THE VALUE OF THE MONOPOLIES APART FROM THE POSTAL SERVICE

The monopolies that form the basis of this inquiry derive from statutes designed to ensure 

that American citizens receive universal service from a Government operated provider of postal 

services. The Postal Service that exists today is shaped by those monopolies, but influenced by 

legislative priorities, regulation and oversight, and competitive forces. It has a long history, an 
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institutional culture, and a management structure that bear on its performance and its ability to 

make use of the monopoly protections that the private express statutes and the mailbox 

monopoly provide.  

To estimate of the value of the monopolies, the Commission estimates how much the 

Postal Service would lose on contested routes if competition were allowed, using the net 

contribution from such routes as a proxy for profitability. Given that any attempt to estimate the 

value of the monopoly would entail simplifying assumptions, PostCom does not take issue with 

this approach. On the other hand, the Commission characterizes its estimate as an “upper bound” 

on the value of the monopoly.  Order No. 5260 at 4.  Not only is such a characterization 

inappropriate when discussing an estimate that is necessarily inexact and subject to significant 

change depending on the assumptions relied on, but the estimate produced by the existing 

methodology and assumptions may actually understate the value of the monopoly as follows. 

A. Current Contribution is Not Maximized 

By characterizing the current estimate as an upper bound, the Commission is explicitly 

assuming that the Postal Service is maximizing the value inherent in the statutory monopolies—

that is, that the Postal Service is realizing the greatest contribution possible from its monopoly 

products This assumption is faulty; current contribution levels could be considerably higher: 

 Postal productivity has been stagnant for several years, and unit costs – 

particularly on market dominant flats products – have been growing much faster 

than the rate of inflation. Had the Postal Service maintained normal productivity 

growth during the last five years, contribution per piece on monopoly products 

would be much higher. 
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 As indicated in the table below,1 the Postal Service’s market dominant letter 

products have very high cost coverages. This strongly suggests latent demand 

that the Postal Service, having abandoned negotiated service agreements for 

market dominant products,  is not capturing, which would increase aggregate 

contribution across the network. Arguably, latent demand would be greatest in 

areas likely to be considered contestable markets. 

Total Revenue 
(million) Revenue/piece Cost/piece

Cost 
Coverage

First-Class Mail Presort  $          14,316.0  $    0.378   $      0.122 308.9%

Marketing Mail Letters  $            9,656.0  $    0.208   $      0.107 194.6%

High Density/saturation 
Letters  $            1,145.0  $    0.159   $      0.077 206.0%

B. The Postal Service has not used the freedoms granted under PAEA 

The recent Plus One filing notwithstanding, the Postal Service has tried very few market 

tests and has apparently abandoned any attempt to develop NSAs for its market dominant 

products. PAEA was specifically constructed to facilitate use of these pricing techniques. Had 

the Postal Service made more extensive use of these features of PAEA, aggregate contribution 

may be substantially greater than it is today. 

III. CONCLUSION

As indicated above, PostCom supports the proposed change in methodology. On the other 

hand, PostCom believes that some of the assumptions underlying the Commission’s approach 

deserve reconsideration. The value that the Postal Service derives from its monopoly is a 

1 The data contained in this table is excerpted from the FY 2018 Annual Compliance.  See FY 2018 Annual 
Compliance Report at 8 (Table 1); 14 (Table 2). 
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function of the explicit protections from competition that the monopoly provides. It is also 

shaped by management decision-making that is entirely separate from the monopoly itself. 

PostCom suggests that the Commission regard the value of the postal monopoly as arguably 

greater than the value that the Postal Service is extracting from it. 

Respectfully submitted, 

/s/ Matthew D. Field 
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