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In Order No. 5260, the Commission invited comments specifically with regard to 

the effects of a data collection methodology change approved by the Commission in late 

2017, and also more broadly with regard to any other aspects of the methodology used 

by the Commission for purposes of estimating the values of the Postal Service’s letter 

and mailbox monopolies included each year by the Commission in its Annual Report to 

the President and Congress.  Order No. 5260 (Oct. 1, 2019) at 1-2, 5-6.  The Order also 

established November 1 as the deadline for comments.  With these comments, the 

Postal Service discusses possible approaches to solve the data issue identified in the 

Order.  Given the narrow scope and short comment period of this proceeding, this 

proceeding is not a proper forum for a larger conceptual discussion about the 

monopoly-valuation methodology.  Nevertheless, the Commission should consider 

conducting further proceedings on certain technical and procedural aspects of its 

existing approach. 

I.  CONCEPTUAL ISSUES 

 Pages 2-4 of Order No. 5260 lay out the relevant background and conceptual 
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framework of the current methodology.  This framework has been employed since 2009.  

Id.   As noted at the time of its adoption, the extensive efforts devoted to the 

development of this framework lasted over eight months.  See Order No. 152, Docket 

No. RM2009-1 (Dec. 19, 2008), at 1.  In contrast, Order No. 5260 allows exactly one 

month for only one round of comments.  The Postal Service understands the 

Commission’s desire to conduct this docket in an expeditious manner in order to 

address the data collection methodology change, given its need in the coming months 

to prepare and submit its FY2019 Annual Report.  However, in light of the constraints of 

the existing docket, the Postal Service submits that any desire to entertain more 

conceptual issues should be deferred to another docket.  Presumably that docket would 

not have the corresponding time constraints of the current proceeding.  Moreover, such 

a docket would not only provide a better opportunity to re-examine the framework of the 

monopoly-valuation exercise, but could (and should) examine updates to the USO-cost 

calculation as well.1  Those topics, however, should await a more appropriate 

proceeding. 

 Nevertheless, the Postal Service wishes to emphasize its continued belief that 

the current methodology embodies the correct conceptual framework.  The 

Commission’s focus on “profitability” of potential entrants and the Postal Service if 

certain elements of the current statutory restriction were hypothetically lifted has stood 

the test of time.  No one has advanced any credible alternative, and the Commission 

                                              
1 For example, the current USO-cost methodology calculates only the costs of the sixth 
delivery day, apparently assuming that a private entity not subject to legislative delivery-
frequency mandates would serve all addresses five days a week.  That assumption is 

not necessarily warranted, however: mail volumes to some areas might rationally 
require fewer days of delivery absent a mandate. 
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has recognized the glaring deficiencies of alternative valuation concepts proffered in 

Docket Nos. RM2016-2 and RM2017-1. 

II.  PROCEDURAL ISSUES 
 

Despite its views that consideration of any comprehensive modifications to the 

conceptual framework be deferred, the Postal Service nonetheless takes the 

opportunity to identify other concerns regarding the Commission’s established 

methodology, which could be considered in a subsequent docket.   Most importantly, 

the identification of particular types of mail volume as “contestable” is a critical element 

of the established approach.  Volume is considered “contestable” if a potential entrant 

could profitably divert such volume away from the Postal Service in the absence of the 

letter or mailbox statutory restrictions.  Since 2009, the Commission has made changes 

to what are considered to be contestable volumes without transparency.  In 2016, for 

example, it substituted Parcel Select for Single-Piece Parcel Post, without any public 

examination.  As another example, the roster of contestable volumes shifted in the 2013 

from Standard Mail Enhanced Carrier Route (ECR) to Standard Mail Letters, Flats, and 

Parcels, and then back to Standard Mail ECR in 2016.  The Commission’s Annual 

Reports do not provide transparency regarding the precise volumes that are counted as 

contestable, since they are unaccompanied by any workpapers.  Not only did interested 

parties have no input into the changes, they also lack information to evaluate its validity 

and impact.2 

 Consequently, the Postal Service submits that the Commission in the future 

                                              
2 Another question left open by the lack of transparency is whether and how the 
Commission’s overall monopoly valuations have accounted for transfers of certain 

products (e.g., First-Class Mail Parcels, Marketing Mail fulfillment parcels, and Standard 
Post) to the competitive-product category. 
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should invite public comment before making methodological changes of this sort, in the 

interest of flagging potential issues.  At a minimum, the Commission should also publish 

(public or nonpublic) workpapers each year along with its Annual Report to show how its 

reported USO-cost and monopoly-value estimates have been calculated.   This practice 

would greatly enhance the transparency of the underlying analytic process.  

Subsequent to the publication of such workpapers, the Commission should also invite 

comments on the current range of contestable volumes, given the changes in the 

operative applications of that concept over the years since the 2008 USO report.  These 

necessary steps are warranted entirely independent of any other changes emanating 

from this proceeding. 

III.  2017 CCCS DATA CHANGES 

 The most pressing matter to be addressed at this time would appear to be the 

unavailability for the most current year of CCCS data elements utilized in prior years to 

conduct analysis at the individual route level. See Order 5260 at 4-5.  Following the 

approval of Proposal Nine in Order No. 4278 (December 15, 2017), the Postal Service’s 

city carrier cost system (CCCS) no longer conducts manual sampling of DPS mail on 

specified city carrier routes.  The digital images used instead do not allow for collection 

of sufficient samples for an individual carrier route (as opposed to the broader ZIP Code 

from which the mail was sampled).  This has created a gap starting in the years after 

2017 in the input data necessary to apply the current estimation procedure. 

In order to try to bridge this gap and support the Commission in its modeling 

effort, the Postal Service is providing the CCCS manual and digital datasets with 

additional variables that may be sufficient for the continuation of the existing route-
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based model.  Those expanded datasets are provided concurrently in public folder 

USPS-PI2020-1/1. In particular, for both the manual and digital datasets, the datasets 

include the ZIP Code (encrypted), route number and test date. For the manual tests, 

also included is the test type, which identifies tests where DPS trays were manually 

sampled from those where they were excluded. For digital tests, we also provide End-

of-Run (EOR) DPS volume for the specific route on the test day. 

 In general, it is not possible to obtain digital data for a route on the same day that 

the route was tested in the CCCS-Manual system. However, most manual samples 

were from a ZIP Code that received at least one CCCS-Digital test over the course of 

the year, and many of these ZIP Codes receive multiple digital tests.3  The net result is 

that, over the course of a year, there were a median of 28 mailpiece images from digital 

tests for routes that have been tested manually. While this is a considerably smaller 

than the number that would be sampled from DPS trays during a manual test, it may, 

together with EOR volume data, be sufficient for the Commission to determine revenue 

and contestability. 4  

 However, because the CCCS Digital sampling was designed to sample ZIP 

Codes, not routes, it is possible that the sampling of individual routes may not be 

unbiased. For example, if a route has a number of stops that is very different from the 

average route in the ZIP Codes, and if the distributions of products differ significantly 

between the beginning and end of the route, then the sample of digital images may lead 

to bias.  

                                              
3 84 percent of manually sampled routes also had data from at least one digital test.  
4 There was a median of 81 letters and cards sampled, on average, from DPS trays 
during FY17 CCCS manual tests.  



 6 

 Another possible alternative is to develop distribution factors for the CCCS-

Manual strata using the image data from CCCS-Digital. To this end, the Postal Service 

provides the CCCS-Manual stratum as an additional variable in the CCCS-Digital 

dataset. However, using the average distribution for all routes in a stratum would reduce 

the route-to-route variability, which could affect the percentage of routes that have 

revenue that exceed the thresholds for contestability.    

  Another possible option to consider is to evaluate contestability for an entire ZIP 

Code, rather than by individual routes.  Should the Commission decide to analyze 

contestability by ZIP Code rather than by route, the Postal Service in the expanded 

datasets also provides the CCCS-Digital stratum as a variable for the routes in the 

CCCS-Manual dataset.  However, this approach also suffers from the difficulty that 

using an average distribution for an entire stratum will understate the ZIP-to-ZIP 

variability, which could affect the percentage of ZIP Codes that have revenues that 

exceed the thresholds for contestability. 
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