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Introduction 
 
The Berkshire Company is an independent consulting firm for the print and mail industry. The comments in this 
document represent the firm’s management, and not any of our clients. 
 
Comments on Supplemental Rate Authority 
 
In the overview, the Postal Regulatory Commission (PRC) acknowledges that the Postal Accountability and 
Enhancement Act (PAEA) didn’t consider unforeseen factors that negatively impacted the US Postal Service 
(USPS). These include the economic downturn, technological trends and the borrowing requirements to achieve 
the prepayment of future retiree healthcare costs. So, while some aspects of regulating rates for market dominate 
products have worked, “overall, the system has not achieved the objectives of the PAEA.” 
 
The PRC recommends supplemental rate authority for increases above the Consumer Price Index for Urban 
Customers (CPI-U) cap based on two factors – increases in costs due to decline in mail density and statutorily 
mandated payments for retirement costs. Both of these factors are beyond the control of USPS management. 
While mail volumes are dropping, there are more addresses to deliver to every year, and Congress and the 
Administration decide the retiree amortization schedule. 
 
Like most government planning, this is a backwards-looking approach. The USPS will calculate density changes for 
the previous year as well as additional payments required for retirees. While the formula for calculating density 
changes looks complicated when expressed in algebraic terms, it’s based on simple concepts. As the number of 
delivery points increase, and the volume of pieces decrease, the costs to deliver each piece goes up. This is true 
even as the USPS works to improve efficiencies.  
 
The USPS is also required to make payments into 3 different systems. The schedule for those payments is decided 
either by legislation (e.g., PAEA) or by the Office of Personnel Management (OPM). The likelihood of a 
congressional fix in the near future is highly unlikely. The calculations of payments – and potential overpayments – 
into the other systems have been disputed for years. These financial issues have to be addressed now. 
 
The Berkshire Company supports the use of both factors to provide for additional increases above the CPI-U. 
 
Comments on Performance-Based Rate Authority 
 
The PRC is also recommending that the USPS be allowed additional rate increases based on performance. The 
USPS has improved efficiencies, but also reduced service levels since the implementation of the PAEA. Under this 
section, the USPS will only be rewarded for improvements of total productivity. That is, lower institutional costs 
while maintaining or improving service levels. This approach provides a “carrot and stick” for the USPS. 
 
The Berkshire Company supports the “Performance-Based Rate Authority” 
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Comments on Predictability and Impact on Rate Increases 
 
What’s overlooked by other commentators is that the USPS must submit any additional rate requests on 
December 31 of each calendar year, which the PRC will then use to calculate any additional rate authority. Only 
then will the USPS have 12 months to implement a rate change that incorporates any authorized authority. 
 
Unless the USPS changes the annual rate increase schedule from January, the earliest the new authority will impact 
mailers will be 2022. Consider the following schedule: 
 

October 2020  USPS Proposes 2021 Rates at CPI cap 
December 2020  PRC approves 2021 rates at CPI cap 
December 31, 2020 USPS files request for additional authority  
January 2021  New market dominant rates go into effect 
March 2021  PRC approves new rate authority 
October 2021  USPS Proposes 2022 Rates at CPI cap PLUS additional authority 
December 2021  PRC approves 2022 rates at CPI cap PLUS 
January 2022   New rates go into effect 

 
This new calendar means that the new rates will remain as “predictable” as they are today. Mailers will know the 
additional rate authority 7 to 8 months before the USPS submits the request to the PRC. The CPI-U is calculated 
monthly, with easy to follow trends. This allows ample time for planning. 
 
The potential impact isn’t as onerous as some commentators will have one believe. For First-Class Mail, one of the 
most common presort levels is mail sorted to the automated area distribution center, or AADC rates. Here are 
the actual AADC rate increases for the last 4 years. 
 

 
 
If the USPS was granted an additional 2.5% over CPI during those years, this is the result. 
 

 
 

This gradual increase in rates would have allowed the USPS to be financially solvent, pay down debt and increase 
capital investment. This would benefit all ratepayers – and all citizens. 
 
General Comments 
 
Legislative reform is mired in the House and Senate. Perhaps there could be a lame duck deal, like the one that 
resulted in the Postal Accountability and Enhancement Act in 2006. However, holding out for that to happen 
would require a lot of optimism. 
 

AADC Rates

Year Previous rate New rates Increase % Increase

2017 0.399$          0.403$          0.004$          1.0%

2018 0.403$          0.408$          0.005$          1.2%

2019 0.408$          0.412$          0.004$          1.0%

2020 0.412$          0.419$          0.007$          1.7%

AADC Rates with potential 2.5% over cap increase

Year Previous rate Increase +2.5% Possible Rates % over actual

2017 0.399$          0.0140$           0.413$             2.5%

2018 0.403$          0.0153$           0.428$             5.0%

2019 0.408$          0.0150$           0.443$             7.7%

2020 0.412$          0.0186$           0.462$             10.4%



The bottom line is the bottom line. Mailers and shippers don’t want to hear this, but to get on sound financial 
footing, the USPS needs to raise rates greater than the CPI-U.  
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