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(January 30, 2020) 

 

 Pursuant to Commission Order No. 5381, “Notice of Postal Service’s Filing of 

Annual Compliance Report and Request for Public Comments,” December 30, 2019, 

ACMA is pleased to submit these comments. 

I.  Introduction. 

The interest of catalog mailers is straightforward—to prepare catalogs according 

to Postal regulations, to enter them at suitable points, and to have them delivered.  

Called for is a well-designed, unadorned, tightly-controlled processing stream that 

makes use of mechanization and advanced technologies.  An observer should see 

pieces flying by, an accountant should see a limited number of minute touch points, and 

an analyst should find low costs.  Such is, or should be, the nature of postal systems.   
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To the extent they are flats, catalogs fall mainly into a mix of five Marketing Mail 

categories—Flats, Carrier Route, High Density, High Density Plus, and Saturation.1  

These break out into 42 components that have 126 rate elements, depending a little on 

how the counting is done.2  At best, these categorizations and disaggregations allow 

recognition of differences among mailings, provide signals that help mailers choose 

efficiently, and help bring about the end of a low-cost mailstream.  Paraphrasing Robert 

Frost, this is a promise not being realized, and we have miles to go before we sleep. 

II.  Cost Increases Are Continuing Unabated. 

Carrier Route is a designated “product” and it is the category used most heavily 

by catalogers.  Across the one-year period from FY 2018 to FY 2019, its unit cost 

increased an astonishing 8.68%.3  This occurred despite greater use of pallets and a 

decrease in weight per piece, though there was a slight reduction in dropshipping.  The 

cost coverage of Carrier Route declined from 2018 by 8.75 percentage points, to 

99.74%, despite a rate increase of 0.734% in January of 2019.  Part of this decline was 

due to the growth of Nonprofit.  In 2008, at the advent of the PAEA, the cost coverage of 

                                            
1  A limited number of catalogs are sent as Bound Printed Matter.  The Saturation 
categories of Simplified Address and EDDM are not generally used; neither are DMLs.  A few 
catalogs are mailed as letters.  The use of First-Class is seldom warranted except when sending 
customer-requested catalogs.  Catalogers, e-commerce companies, and remote sellers also 
use other Postal products such as First-Class letters and competitive-category parcels. 
 
2  All product offerings and rate elements referred to in these comments may be found in 
USPS Notice123, various dates.  Regulations pertaining to each product may be found in the 
USPS Domestic Mail Manual. 
 
3  Unless otherwise noted, data and graphs contained in these comments are accumulated 
and developed on labeled tabs of accompanying spreadsheet 
ACMA_ACR2019_Workbook.xlsx.  The sources include relevant USPS Library References in 
annual ACR filings, including the CRA in Library References No. 1. 
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Carrier Route was a respectable 151.20%.4  Volume-wise, the Commercial portion of 

Carrier Route declined 757 million pieces5 (11.61% in proportionate terms).  Excluding 

High Density Plus, the Commercial portion of High Density increased 126 million pieces 

(7.47% in proportionate terms).  Consistent with what our members are saying, some of 

the Carrier Route pieces could have moved to High Density. 

Still focusing on Carrier Route, consider the path from 2008.6  The unit costs, 

volume-weighted, increased at a compound annual rate of 5.67%.7  During the same 

period, the CPI increased at the rate of only 1.56% and the index of the prices the 

Postal Service paid for inputs (such as for labor and transportation) increased at 2.50%.  

These results are shown in Graph 1.  The fluctuation down and up from 2015 to 2017 in 

the “CR Unit Cost Index” line is due to FSS volume, a relatively costly component, being  

  

                                            
4  It could be noted that part of the decrease in cost coverage was due to changes in the 
algorithms used to assign costs.  But, since one of the reasons for such changes is that 
conditions have changed, this explanation needs to be treated with care.  That is, the old 
costing might have been right then and the new costing might be right now.  Note also that cost 
coverage data for Carrier Route are not presented separately before FY 2008. 
 
5  Explained by the Postal Service to likely be due to “political/election mailings,” the 
nonprofit portion was up 15.7%, helping to explain the decline in overall cost coverage.  USPS 
ACR at 15.-16.  But for these political/election mailings, the cost coverage of Carrier Route 
would likely be above 100%. 
 
6  FY 2008 is the first year separate results were reported for the Carrier Route product. 
 
7  A volume-weighted unit cost index weighs elemental unit costs to yield a unit cost 
change that is not influenced by changes in mix.  An increase in the proportion dropshipped, 
which would be expected to reduce costs, would be a change in mix. 
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shifted to and from Marketing Mail Flats.8 

 

 

 Now look at Marketing Mail Flats (MMFs).  Over the 21 years since 1998, the 

CPI increased at the compound annual rate of 2.16% and the prices paid for inputs 

increased at the rate of 2.88%.  In the face of this, the unit cost of MMF, volume-

weighted, increased at the rate of 5.39%.  The sister flats category of Periodicals, which 

includes a carrier-route component, saw its unit costs increase at the rate of 4.69%.   

  

                                            
8  This “fluctuation” appears to make it clear that the cost coverage of the non-FSS 
component of Carrier Route is significantly above 100%.  If these costs are right, and we argue 
herein that they are not, mailers could help the Postal Service by sending mail only to non-FSS 
zones. 
 
 USPS Library Reference No. 19 shows the unit cost of palletized Carrier Route to be 
23.7 cents (per piece) and of Carrier-Route-qualified scheme FSS to be 32.17 cents.  The 
difference between these two is far from inconsequential.   
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On the other hand, the unit cost of Marketing Mail Letters increased at the rate of only 

1.36%.9  The contrast raises questions. 

And it bears emphasizing that the cost increases for Carrier Route (Graph 1) and 

for MM Flats (previous paragraph) obtained despite considerable investment by the 

Postal Service in improvements that should have tempered or reversed them. The 

picture painted is not one of productivity improvement.  If cost increases of this 

magnitude continue, and if rates follow them, the volume declines will accelerate.  This 

will leave the national distribution system with a little volume here and there. 

III.  Postal Rate Relationships. 

 With an eye to a healthy postal system that links all communities, Congress and 

the Postal Service (formerly Post Office) have set rate relationships for over 200 years, 

often changing definitional elements and parameters.  First-Class has had uniform 

national rates, even though some pockets of it are undoubtedly being carried below 

cost.  It is sealed against inspection and now has a maximum weight of 13 ounces.   

It once offered both airmail and surface options, but is now transported entirely by air, 

unless unneeded. 

 Marketing Mail, once called Standard, once Standard A, and once third class, 

has always been a bulk category (though a single-piece-third option was offered in 

some years) with constraints, has been surface-transported, has been unsealed but 

included in the protection of the Private Express Statutes if the pieces have under 25 

                                            
9  The proportion of letters Delivery Point Sequenced plateaued in 2008.  The compound 
annual unit cost increase for MM Letters since 2008 is 2.05%. 
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pages, and has had various weight limits, now 16 ounces.10  Its service level is 

generally below that of First-Class and can vary to smooth variations in workload, thus 

contributing to lower costs for all.  Its rates have been notably lower than those of First-

Class, the justification for that being, in considerable degree, acknowledgement of it 

being unsealed, of it being surface-transported, of it being deferrable, and of it being 

relatively price-sensitive, as much as of its costs. 

 Periodicals, tailored to publications, once called second class, which includes 

both magazines and newspapers, has always been a preferred category.  Its service 

level is as high as can be arranged without air transport.  It has, and has had, a varying 

range of constraints, including that it must have a stated frequency of publication and a 

specified minimum (or more) of non-advertising content.  Periodicals need not be bound 

and its weight-per-piece is not limited.  The class is bulk in nature and, under the cargo 

exception, is not protected by the Express Statutes.  It has, or has had, a number of 

special categories, including transient, limited circulation, in-county, science-of-

agriculture, classroom, and nonprofit.  It is sometimes entered in the wee hours and is 

sometimes left on station platforms.  There has always been a strong interest in keeping 

Periodicals rates below corresponding third-class rates, although comparisons have 

been relatively difficult since the rate-structure change of Docket No. R2006-1.  Despite 

all of the attention given to Periodicals, its costs have risen along with those of other 

  

                                            
10  The Private Express Statutes are contained in 18 U.S.C. §§ 1693-1699 and 39 U.S.C. 
§§ 601-606. 
 



- 7 - 
 

flats, as discussed above.11  

 Also to be noted is that the PAEA carried forward some discretion for the Postal 

Service and the Commission to focus on rate relationships by capping the passthroughs 

of workshare avoidances at 100%, but not specifying a minimum.   

 Limiting rate increases to the CPI in the face of cost increases of the magnitude 

we have been seeing, as documented herein, creates difficulties for the Postal Service.  

First, all of the cost coverages decline toward 100% and approach or achieve 

underwater status, the lower-coverage categories obviously getting there first.  For 

example:  The cost coverage of MM Flats was 104.5% in 2005 and is now 67.6%.  The 

coverage of Carrier Route was 151.2% in 2008 and is now 99.7%.  The coverage of 

High Density was 255.6% in 2008 and is now 137.8%.  As the PAEA did not give the 

Postal Service new wherewithal to limit cost increases {in fact, our impression is that the 

Postal Service has faced strong resistance from Congress and others to its continued 

efforts to tighten operations (a hope of the PAEA) and rein in costs}, and as the factor 

prices faced by the Postal Service are virtually ordained to increase faster than the CPI, 

this outcome must have been contemplated when the law was passed.  Only rapid 

                                            
11  We looked at data for Periodicals back to 1997.  Since then, the reported unit costs have 
increased at a compound annual rate of 3.17%.  If a correction is made for changes in mix, this 
rate of increase becomes 4.65%.  If the Commission and the Postal Service had made a 
suitable mix correction in the joint Periodicals Mail Study, requested by Congress, filed with the 
Commission October 13, 2011, they would not have been able to conclude that the level of 
Periodicals costs was in order.  The Postal Service refers to this Study at 2 in the Preface 
Report in Library Reference No. 44. 
 
 Note that giving cost-based signals to mailers, as is ostensibly done in ECP, may lower 
postal costs and may help some mailers, but will not necessarily improve cost coverage.  
Suppose a mailer shifts to a lower-rated category, getting a $10 discount and saving the Postal 
Service $10.  This will not help the Postal Service’s bottom line, and if the coverage is 100%, 
this shift will not change the coverage.  Worse, if the coverage is below 100%, this shift will 
decrease the coverage, putting the category further under water. 
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volume increases might have made this different, but no one expected rapid volume 

increases. 

 Second, the cost increases make it more difficult for the Postal Service to 

maintain rate relationships and supply a nationwide system of the kind expected of it.  

For example, consider the rates for automation flats entered at an origin office in a 

Mixed ADC container.  If sent in Marketing Mail, the rate is 66.6¢ (per piece).  If the 

same pieces are sent in First-Class, the rate is 71.6¢.12  If the MM Flats rates were 

increased across-the-board to achieve a cost coverage of 100%, the 66.6¢ rate would 

increase to 98.3¢.  This is much higher than the First-Class rate, even though First-

Class pieces are transported by air, get better service, and are sealed against 

inspection.  Injection of a sensible relationship is certainly needed here. 

 The Postal Service must face these matters.  It is not a certainty that it can 

succeed, but it needs a considerable degree of flexibility to try.  Pushing MM Flats rates 

higher and higher will not help.  For one thing, it will spread the suite of MM rates and 

make it less useful to mailers, many of whom mail in a stable of categories.  Further, we 

believe the elasticity of many mailers is much higher than the official estimates.13  Both 

of these will contribute to pronounced volume reductions which will cause a further 

                                            
12  Rates from USPS Notice123 effective January 26, 2020. 
 
13  With all due respect for the econometrics behind the official estimates of elasticities, and 
for the efforts of the practitioners, it is beyond dispute that (a) econometrics has difficulty at best 
teasing out elements of complex interactions, (b) the variations in real rates in recent years, 
both absolute and relative, have not been large enough to support good estimates,  
(c) econometrics has difficulty dealing with elasticities that increase over time, and (d) it 
stretches reliability to apply estimates to rate increases that are larger than those that occurred 
during the observation period. 
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withering of both the distribution system and the delivery system.  Basically, a low-

volume system is a high-cost system. 

IV.  There Are Reasons for Believing that the Costs Being Reported 
Do Not Represent the Way the System Does, or Should, Behave. 

 
 It is always difficult to evaluate a costing result and to decide if a useful finding 

has been obtained.  One way is expert assessment.  For example, an independent 

postal expert could objectively review the results and say:  “I have 40 years of 

experience in all aspects of the included operations, and these results are not out of line 

with what I would expect.”  Even anecdotal evidence could be useful.  “Fresh eyes” 

provide ideas and assessments not always possible by those enmeshed deeply in a 

process they are studying.  More of this kind of review is needed. 

 A second way would be to record activities on routes and study the time taken for 

movements that might be affected by volume.  Methods-Time Measurement standards 

might be used here to add to perspective.  A side benefit might be the identification of 

best practices.  Outcomes, of course, would need to be presented and questioned. 

A third approach might build up a process flow by adding only the necessary 

steps in an efficient stream to identify what an efficient operation might cost and then 

compare the “should cost” to the reported cost and rationalize the differences.  

 Yet another way is to examine the behavior of results over time and to ask if it 

seems reasonable.  Experts could be involved in this as well.  Within the limitations of 

the data, we have examined a range of results over recent years.  Part of what we 

found is discussed in the following sections. 

 1.  City Carrier Street Time.  The costs for products of city carrier street 

activities are designed to be marginal.  That is, the cost of a piece is the additional cost 
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of adding another piece or the cost savings if a piece is lost.  We began with the cost of 

direct street activities and direct street support.  We included the piggyback factor 

because it is designed to be aligned with marginal costing.  We did not include any 

office time burdened on street, although it too is assessed as variable.  We then used 

carrier wage rates to convert these costs into seconds of time per piece. 

 For Carrier Route flats, the result is that in 2019 an additional piece took an 

additional 7.1 seconds of street time.  We believe this would cover moving prepared 

trays, the time for which is very small on a per-piece basis, and handling the piece at 

the stop.  The time of 7.1 seconds seems excessively high and we doubt additional 

pieces would incur this much additional time.  After the pieces have been cased (or 

otherwise sequenced) and trayed, think of the additional time for an additional piece-

per-stop on a 600-stop route.  This is equivalent to one saturation mailing but with the 

pieces scattered according to mailer preference.  That is, some stops might get two or 

three pieces, and some might get none.  At 7.1 seconds per piece, this would take an 

additional 1.2 hours.  We believe this is too high.  The Postal Service should be asked 

to analyze this matter further.  If we are right, the costs reported for Carrier Route are 

higher than would actually occur.  This means additional catalogs would be more 

profitable than now indicated. 

 As a further check, we looked at the behavior of this cost over time.  In both 2007 

and 2008, the additional time for an additional piece was estimated at 3.2 seconds, 
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which seems more reasonable.14  It may be that this estimate increased at the time of 

the new carrier cost study, effective in 2015.  We found that it increased 0.87 seconds  

in 2015, but then decreased 0.81 seconds in 2016.  In 2019, it was 0.58 seconds larger 

than in 2018.  Problems are apparent. 

 2.  Five-Digit Auto Costs.  Over a period of years, a great deal of attention has 

been directed to the cost coverage developed for flats that do not qualify for any of the 

ECR categories.  Unhelpfully, these are termed Marketing Mail Flats (MMFs).  In FY 

2019 this cost coverage was 67.66%, down 0.99 percentage points from 2018, after a 

rate increase in January of 2019 of 2.621%.  The coverage of the Commercial 

component is estimated to be 77.92% and of the Nonprofit component to be 43.45%. 

 Since 2016, the volume of Commercial MMF has declined 46.2% and of 

Nonprofit MMF has declined 11.3%.  MMF is becoming, then, a vehicle for nonprofit-

qualified organizations.  If its cost coverage were moved up to 100%, and if it contained 

one piece of Commercial and one billion pieces of Nonprofit, the Nonprofit pieces would 

have a coverage of 100%, considerably above the current 43.5%.  That is, Nonprofit 

rates would have to be increased to 230% of what they are now.  If scale effects are 

significant, this increase could be much larger.  This would be the case even if the 

Commercial piece were given the option of paying an applicable First-Class rate, if 

lower (a non-fantasy option—the 2019 billing determinants show a quantity for MMF 

pieces paying First-Class rates now).  We discussed above that attention to rate 

relationships can be important—case in point. 

                                            
14  The difference between 7.1 seconds and 3.2 seconds is 3.9 seconds.  This difference 
times the 2019 volume of Carrier Route is about 3,458 workyears, far from an inconsequential 
amount.  Differences exist as well for other flats categories, which increases the workyear 
estimate even more. 
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 Of Commercial MMF pieces, 95.6% are automation compatible.  The proportion 

for Nonprofit is 6.1 percentage points lower.  Of the automation compatible pieces, 

67.7% are 5-digit and 69.7% of those are entered at a DSCF.  Both of these proportions 

are lower for Nonprofit.  The 5-digit category, then, is a key one, whether dropshipped 

or not. 

 For the purpose of setting presort and automation discounts, volume-and-

presort-variable costs are developed for the 5-digit category.  These are ordinary cost 

figures, not avoided costs.  Looking at mail processing costs only (meaning that delivery 

costs are excluded), 5-digit-auto costs 19.8¢ more (per piece) than Carrier Route.  

Essentially, we see this as being the cost of one sort (to carrier) on a flat sorting 

machine, after which it will be in the same container as other mail and can be taken in 

bulk to the carrier, probably at a lower cost per piece than taking CR bundles.15 

 The cost of 19.9¢ presents a significant difficulty.  It is too high.  Whatever the 

Postal Service is doing to incur this level of cost, if it is so incurring, is a problem.  We 

do not believe that additional 5d auto catalogs are incurring this level of additional cost.  

In the postal world, 19.8¢ goes a long way in funding processing activity.  If this cost is 

indicative, and we understand that it is an average, the Postal Service should tighten its 

operations so that the mail can be processed along a clean path.  Second, the Postal 

Service should identify cost outliers and see what can be done to bring them into line. 

 If there is a reason why the mail preparation and the flows cannot be improved, 

consideration should be given to creating a new product or a new work-stream, as a 

                                            
15  The containers in the output bins of FSMs go to one carrier and are designed by the 
Postal Service to be optimal.  They would contain the mail of many mailers, interspersed, and 
should be as full as the volumes allow.  The containers can be taken to the carrier.  It is difficult 
to see that handling and directing a mixture of CR bundles, each strapped, could cost less. 
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way to provide reasonable rates to non-ECR mailers.  This new option would be 

scheme-containerized to feed efficiently into the final sorting machine, and it could be 

brought to the facility that houses the machine.  Or perhaps it should be a wholly new 

workflow purposely designed to be low cost that is dropped very deep into the system 

and is untouched by human hands until by the delivering carrier.  Beyond mail 

processing, the delivery costs of 5-digit are 5.4¢ greater than the delivery costs of 

Carrier Route.  Part of this could be due to FSS effects.  This difference also should be 

studied. 

 3.  Disconnect Between Scale Effects and Costing.  The cost increases 

discussed in these comments occur largely in mail processing and delivery, which 

account for just over 90% of total attributable costs for the products.  The Postal Service 

reasons that “[t]he increase in mail processing costs is likely explained by declining 

volumes resulting in the loss of scale economies.”  ACR at 16.  If this is the case, there 

is a direct implication that the variabilities should be significantly below 100% and thus 

that the attributable costs of mail processing, now being reported, are too high.  If this is 

not the case, then the cost increases are excessive and unexplained.  Either way, the 

costs reported do not quantify the effects of volume changes.   

V.  Conclusion. 

There is mounting evidence that something is awry with flats.  Not only are the 

reported costs growing all out of proportion to inflation, factor prices, and other types of 

mail, there has been massive investment in flats automation extending well before and 

now after the FSS installations.  Given this attention, one would expect the reported 

costs for flat mail to be dropping, but the opposite is happening.  Simply ordering the 
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rates for flats to be higher than other rates assigned, whether through a normal rate 

adjustment process or some special additional authority, is counterproductive.  More 

volume will be driven from the system, but the problem will still exist and the volume 

loss will cause further difficulties.16  Flats have a cost problem.  Flats do not have a 

price problem.  Despite above inflation rate hikes to flats since 2007, reported costs 

have increased mightily, cost coverage and profitability have decreased, and flat mail 

volumes have dropped by at least a third.  Einstein would certainly consider this 

insanity.  A new approach must be taken.  As a regulator and not simply an arbiter of 

rates, actions must be taken to get to the root cause if this matter before additional rate 

authority is granted.  Given the history of the past two decades, it is hard to accept that 

this category of mail is not being grossly mismanaged.  A new tact must be taken.  

 

 

Respectfully submitted, 

The American Catalog Mailers Association, Inc. 

Hamilton Davison      Robert W. Mitchell          
President & Executive Director    Consultant to ACMA 
PO Box 41211      13 Turnham Court          
Providence, RI 02940-1211   Gaithersburg, MD 20878-2619        
Ph:  800-509-9514     Ph:  301-340-1254  
hdavison@catalogmailers.org   rmitxx@gmail.com   

                                            
16  The process for determining catalog circulation is a dispassionate analysis of how deep 
into mailing lists it is possible to go.  Considerable information is available on recipient 
profitability.  Whole sections of lists fall into the unprofitable category when rate increases are 
above the level of inflation.  This mail is as profitable for the Postal Service as other mail, even if 
marginally profitable for mailers.  It can also lead to growth. 
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