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The United States Postal Service hereby comments on the Postal Regulatory 

Commission’s proposal in Order No. 5433 to amend its rules concerning market 

dominant rate incentives.1  The Postal Service observes a few points at the outset:  

First, it appears the Commission shares the Postal Service’s interest in continuing 

promotions aimed at retaining and growing mail volume, particularly given the volume 

declines of recent years.2  Second, in light of current financial realities, it is not practical 

for the Postal Service to offer promotions unless it can recover price cap space for the 

associated forgone revenue.3  And third, “the rate of general applicability” concept is not 

directly statutory, so there is nothing compelling the precise result embodied in the 

Order No. 5433 proposal. 

                                              
1 Order No. 5433, Notice of Proposed Rulemaking to Amend Rules Regarding Rate Incentives for Market 
Dominant Products, Docket No. RM2020-5 (Feb. 14, 2020). 

2 The first item in the Commission’s definition of “rate incentive” is a discount “designed to increase or 
retain volume.”  39 C.F.R. 3010.23(a)(3).  See also, Order No. 2086, Order Adopting Final Rules on the 
Treatment of Rate Incentives and De Minimis Rate Increases for Price Cap Purposes, Docket No. 
RM2014-3 (June 3, 2014), at 15 (clarifying that the Commission was not attempting to prohibit all volume-
based incentives). 

3 See, e.g., Notice of Rescission of Technology Credit Promotion, Docket No. R2013-6 (June 24, 2013) 
(withdrawing the Technology Credit proposal once the Commission determined that it would not generate 
price cap space). 
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Overall, the Commission appears to be chiefly concerned with maintaining a 

policy of fairness.  That is, it looks to ensure that no mailer is put at risk of rate 

increases resulting from cap space generated through a promotion unless the mailer 

has an opportunity to participate in the promotion.  Its current proposal would codify this 

purpose by providing that a promotion cannot be considered a rate of general 

applicability unless it is “available to all mailers equally on the same terms and 

conditions.”4  In the context of volume-based incentives, this would effectively eliminate 

mailer-specific volume thresholds, while retaining static, across-the-board thresholds. 

Using the results of the Docket No. R2019-1 Earned Value promotion, the Postal 

Service shows below that mailer-specific thresholds promote fairness among mailers 

while successfully encouraging volume retention and growth, whereas static thresholds 

privilege certain mailers over others while failing to stimulate volume.  Based on this 

discussion, the Postal Service submits that modification of the Commission’s proposal is 

warranted, and offers suggested changes. 

 

I. Docket No. R2019-1 Earned Value Promotion Results 

 The promotion that is central to this rulemaking is the Docket No. R2019-1 

Earned Value Promotion.  Importantly, the Commission approved the promotion’s 

generation of price cap space without any objection on its part.5  Yet the current 

rulemaking proposal would now foreclose it, without explaining what precipitated the 

                                              
4 Order No. 5433, at 15. 

5 Contra., e.g., the Docket No. R2020-1 Earned Value Promotion, where the Commission noted that it 
was approving the promotion’s price cap treatment only provisionally. 
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Commission’s change in course.6  It is not possible for parties to meaningfully comment 

on this reversal without being given such explanation.7 

The Docket No. R2019-1 Earned Value promotion’s real world results confirm 

that the Commission’s original conclusion as to its general applicability was correct.  

Specifically, if the Postal Service had substituted a fixed volume threshold for the 

mailer-specific thresholds that it actually used, the promotion would have become less 

generally applicable and less fair. 

Calendar Year 2019 Earned Value data show that 229 repeat mailers (or 

approximately 39 percent of the 590 repeat mailers who registered) met their mailer-

                                              
6 The only hint the Order offers is its statement that the Docket No. R2019-1 promotion “contained, in 
retrospect, a significant difference,” as compared to earlier iterations of the promotion.  Order No. 5433, at 
4-5.  Yet the Postal Service highlighted this difference at the time in four separate places: (1) its Notice of 
Market-Dominant Price Change, where it stated that the promotion included “a new threshold requirement 
for repeat participants to meet or exceed 95 percent of their comparable volume last year;” (2) 
Attachment A, the MCS language; (3) Attachment D, the Promotions Calendar; and (4) the USPS 
Marketing Mail workpapers Preface, to which the First-Class Mail workpapers Preface cited.  See United 
States Postal Service Notice of Market-Dominant Price Change, Docket No. R2019-1 (Oct. 10, 2018), at 
13, Attachment A at 9, Attachment D at 10; Preface to USPS-LR-R2019-1/2 at 2.  Order No. 5433 would 
now spurn the Commission’s fully informed precedent from less than two years ago without any serious 
explanation as to the Commission’s original reasoning in accepting the promotion and its new rationale as 
to why its original reasoning was defective. 

7 As noted above, the Order is silent as to what the Commission’s original reasoning was, and why the 
Commission now considers that reasoning defective.  As to its current view, the only comment the Order 
offers is that the promotion “resulted in a group of mailers – repeat participants who failed to meet the 
prior-year return threshold – who could not qualify for the promotion.”  Order No. 5433, at 5.  The Order 
does not clarify how this violates the principle that general applicability turns on whether all mailers can 
become eligible for a rate incentive based on their mailing behavior during the planned promotional 
period.  See, e.g., Order No. 2086, Order Adopting Final Rules on the Treatment of Rate Incentives and 
De Minimis Rate Increases for Price Cap Purposes, Docket No. RM2014-3 (June 3, 2014), at 16 
(stressing that the Technology Credit failed to satisfy general applicability because “[n]o matter what they 
did, no matter how they altered their business model or mailings to respond to the Postal Service’s 
incentives” some mailers could not qualify).  The repeat participants in the Docket No. R2019-1 Earned 
Value promotion were in fact able to alter their behavior during the planned promotional period to qualify 
for the per-piece credit, by, for example, enclosing more BRM and CRM envelopes in their outgoing 
mailpieces – the precise behavior the rate incentive was designed to encourage. 
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specific volume thresholds and earned a total of $5.2 million in credits.8  These mailers 

received volumes ranging from as few as 21 pieces to more than 26 million pieces. 

If, instead of using mailer-specific thresholds, the Postal Service had adopted a 

fixed volume threshold equal to the average volume of BRM, CRM, and Share Mail 

pieces received by Earned Value participants in the previous year, the threshold would 

have been 501,472 pieces.9  Under this threshold, the number of mailers receiving 

credits would have fallen by more than 50 percent, to 101 mailers.  Thus, only 17 

percent of the 590 repeat mailers who registered would have earned credits, compared 

to the 39 percent who earned credits using the mailer-specific threshold. 

Importantly, 66 of the 101 mailers who would have received credits under the 

fixed threshold did not meet their mailer-specific 95 percent volume thresholds, yet the 

fixed threshold would have rewarded them anyway, vitiating the promotion’s basic 

purpose of retaining and growing volume.  Overall, the fixed threshold would have 

resulted in the Postal Service giving away more than twice the revenue it gave away 

under the mailer-specific thresholds, with no meaningful volume benefits to show for it. 

Further, 313 new mailers earned $1.2 million in credits during the 2019 

promotion, with volumes ranging from as few as one piece to more than 12 million 

pieces.  Under the fixed threshold, only 17 new mailers, a 95 percent decrease, would 

have received a total of $1.0 million in credits.  In other words, the fixed threshold would 

have excluded 296 small volume mailers, and shifted their credits to higher volume 

                                              
8 As used here, “mailer” refers to each registered unique Customer Registration Identification (or CRID) 
during the Calendar Year 2019 Earned Value promotion.   

9 The Excel Workbook “RM2020-5 EV 2019 Scenario.xlsx” submitted with these comments supports the 
Postal Service’s comparison of actual 2019 results with the use of a 501,472 piece static volume 
threshold. 
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mailers.  The fixed threshold would have offered no realistic incentive for small and 

medium mailers to maintain their BRM, CRM, and Share Mail volume.10 

Overall, the fixed volume threshold would have decreased mailer eligibility from 

60 percent of all registered mailers to 13 percent, underscoring that fixed volume 

thresholds are inherently exclusionary: they inevitably reward large-volume mailers at 

the expense of their smaller counterparts.  By contrast, a rate incentive employing 

mailer-specific thresholds based on historical data is available to mailers of all sizes, 

including new mailers (who have a prior year volume of zero). 

The objective of the Docket No. R2019-1 Earned Value promotion was to 

encourage volume retention and growth, and discourage electronic diversion, while also 

preventing mailers whose volumes were significantly declining year-over-year from 

benefitting from the promotion.11  A fixed volume threshold would have created 

unfairness among mailers while failing to realize the promotion’s objective; in contrast, 

the mailer-specific thresholds safeguarded fairness and helped achieve the promotion’s 

objective. 

 

II. Suggested Changes to Proposal 

 As demonstrated above, fixed volume thresholds privilege large mailers over 

medium and smaller mailers, to the point of giving large mailers credits for declining 

                                              
10 A lower fixed threshold would reward large mailers even if their volumes dropped substantially from the 
prior year. 

11 By design, the Postal Service’s initial estimation of revenue forgone from the Calendar Year 2019 
promotion was a fraction of revenue forgone from the close out of the Calendar Year 2017 promotion. 
Compare PRC-CAPCALC-FCM-R2017-1.xlsx, tab “Promotions,” sum of cells G41, G46, G49, G54, G57, 
G63 ($34.9 million in First-Class Mail), PRC-CAPCAL-STD-R2017-1.xlsx, tab “Promotions,” cell K33 
($10.2 million in USPS MM) with PRC-CAPCALC-FCM-R2019-1.xlsx, tab “Promotions,” cell G65 ($10.0 
million), PRC-CAPCALC-USPSMM-R2019-1, tab “Promotions,” cell K22 ($2.5 million). 
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volumes while denying the same credits to medium and smaller mailers for growing 

volumes. 

The example above also shows that structuring a rate incentive to retain or 

increase volume necessarily requires consideration of mailers’ past behavior, ideally 

mailers’ past behavior under the rate incentive program itself.  The decision to mail is 

made at the individual mailer level, and mailer-specific thresholds encourage mailers 

operating across diverse industries and with different capabilities to adopt behaviors 

that promote the financial viability of the Postal Service.12 

Accordingly, the Postal Service recommends that the Commission amend 

proposed 3010.1(g) by adding a final clause to the second sentence, such that the 

sentence reads:  “A rate is not a rate of general applicability if eligibility for the rate is 

dependent on factors other than the characteristics of the mail to which the rate applies, 

including the volume of mail sent by a mailer in a past year or years, except that a 

mailer’s past volume may be used to determine a mailer-specific volume threshold for a 

planned period.” 

The Postal Service further suggests that the requirement in proposed 

3010.23(e)(2) that a rate incentive “must be made available to all mailers equally on the 

same terms and conditions” is too general to be meaningful; and as the discussion 

above proves with regard to across-the-board volume thresholds, availability to all 

mailers “equally” is an impractical and unfair standard.  While the Postal Service does 

                                              
12 In this vein, the Postal Service would point out that Order No. 5433’s statement that “[p]ast behavior by 
mailers bears no relationship to mail being sent in the present” (Order No. 5433, at 9) is at odds with the 
Commission’s definition of “rate incentive,” which includes discounts “designed to increase or retain 
volume.” 
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not, in principle, disagree with the additions to proposed 3010.10(b)(9), 3010.23(b)(9)(ii) 

should be eliminated to track the deletion of proposed 3010.23(e)(2). 

 The Postal Service appreciates the opportunity to comment on this rulemaking. 
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