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Before the 
POSTAL REGULATORY COMMISSION 

Washington, DC 20268-0001 
 

 
 
 
Periodic Reporting   : 
(UPS Proposal One)  :   Docket No. RM2020-9 
 
 
 
 

INITIAL COMMENTS OF THE GREETING CARD ASSOCIATION 
 
 

 
 The Greeting Card Association (GCA) files these Comments pursuant to Order 

No. 5738.  GCA, comprising about 200 greeting card publishers and related enterprises, 

is the postal trade association speaking for the individual household mailer.  GCA’s in-

terest, broadly speaking, is in the preservation of accurate and lawful methods of cost 

attribution for both market-dominant and competitive products.  The changes proposed 

by United Parcel Service (UPS) in its petition raise significant issues under this rubric.  

Analysis of those issues shows that its proposals cannot be adopted. 

 

I. Requirements for a change in analytical principles 

 

 The Commission has emphasized what the statute already makes clear: to justify 

a change in analytical principles affecting cost attribution, a proposal must (a) rest on 

one or more reliably established causal relationships, and (ii) improve the complete-

ness, accuracy, or quality of Postal Service data or be required in the public interest.  

Reliably established causal relationships are mandated by the definition of attributability 

(sec. 3631(b))1 and by sec. 3622(c)(2)2.  Improvement in data or promotion of the public 

 
1 Section citations standing alone are to title 39, United States Code, unless the context clearly requires 
otherwise. 
 
2 The Commission has treated sec. 3622(c)(2) as creating a requirement (Order No 3506, p. 35). 
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interest is required by sec. 3652(e)(2).  For brevity, we will refer to these as the 

“causal(ity)” and “improvement” requirements, respectively. 

 

II. Necessity of reliably established causal relationships 

 

 The causality requirement, in particular, governs the issues the petition raises. 

UPS’s proposals fail to satisfy it.  UPS’s target is the Postal Service’s competitive prod-

uct sector.  The statute governing competitive pricing imposes three distinct require-

ments:  (i) the competitive sector as a whole may not be subsidized by market-dominant 

products, (ii) each competitive product must recover at least its attributable cost, and (iii) 

the competitive sector must contribute (at least) the Commission-determined appropri-

ate share to institutional costs.  The causality requirement is directly relevant to (i) and 

(ii), and UPS’s proposal presents problems under both of them. In addition, it misapplies 

(iii). 

 

 A.  UPS has failed to show the required causal relationship(s) 

 

 It is fair to say that UPS relies predominantly on a correlation in time between the 

volume of competitive products and the level of (various categories of) Postal Service 

costs: both peak in December.  See, e g., Petition of United Parcel Service, Inc. for the 

Initiation of Proceedings to Make Changes to Postal Service Costing Methodologies 

(“UPS Petition”), pp. 2, 3, 14, 15, 20, Figs. 1-5.  On the existence of a December peak 

in both variables, there seems to be little disagreement.  The issue, however, is whether 

that brute fact establishes the requisite causal relationships.  GCA believes it falls well 

short of doing so. 

 

 It is elementary that correlation is not causation.  This is true even if the correla-

tion is statistically significant.  A statistically significant relation may exist if A causes B, 

if B causes A, if A and B are both caused by C (or, indeed, C + D + E), if A causes B 

which cyclically causes more of A, or if the correlation is mere happenstance.  Not all 

these possible relations, of course, are relevant here; a peak in costs could not “cause” 
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a peak in volume.  Direction-of-fit problems aside, however, it remains true that UPS’s 

elaborate showing that costs and competitive volumes peak in the same month does 

not establish that the competitive volumes cause the cost peak.  Yet that is the relation-

ship UPS relies on to support its proposals (see particularly UPS Petition, p. 14).   

 

 Proof of causation precedes quantification of incremental cost.  Commission Or-

der No. 3506, which redefined attributable cost as incremental cost, makes it plain that 

a causal relationship between product and cost item must be demonstrated before the 

appropriate quantum of that cost is attributed to the product. See Order 3506, pp. 42-43, 

48-51.  Correlation in time does not by itself establish such a relationship3, and UPS has 

not provided further showings that might establish it.  Consequently, its proposals fail 

the causality test.4 

 

 Classifying a cost as institutional does not leave it “unexplained.”  UPS states 

that 

 
Without competitive products, these unexplained seasonal costs would not 

exist.  Accordingly, they must be classified as incremental to competitive prod-

ucts as that term is defined by the Commission and accepted by the D.C. Circuit, 

i.e., “the difference between the [Postal Service’s] total costs . . . and the total 

costs without [that] product.” . . . Assigning such costs to the institutional side of 

the ledger only obscures the true costs of competitive products . . . . 

  
UPS Petition, p. 24.  While this also reflects UPS’s failure to demonstrate, rather than 

simply assert, the requisite causal relationship, it also reveals confusion about what it 

means for a cost item to be classified as institutional.  UPS’s position appears to be that 

a cost is “unexplained” unless it has been attributed to one or more products. 

 
3 That the correlation appears to UPS to make the causal relationship obvious seems to result from its 
failure to distinguish phenomena which justify pursuing a hypothesis from those further phenomena which 
could establish the hypothesis as correct.  In other words, the UPS Petition presents an arguably plausi-
ble hypothesis but fails to take any steps to prove it. 
 
4 It is worth noting that the Commission is appropriately meticulous in examining novel cost attribution 
proposals.  This is apparent from Order 3506, but it has been Commission practice for far longer.  A good 
example appears at PRC Op. R90-1, ¶¶ 3600 et seq., especially ¶¶ 3612-3630 (exhaustive analysis of a 
peak-load costing proposal for processing machines). 
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 Since attribution requires a demonstration that a causal relationship does exist 

between cost X and product Y, a situation in which due investigation does not uncover 

any such relationship “explains” the cost quite as adequately as attribution would do in 

the opposite case.  To classify a cost as institutional is to show that it is not provably 

caused by any product or plausible group of products – in other words, that it would not 

diminish or disappear if such product or group were discontinued.   

 

 We can draw a practical example from UPS’s Fig. 6, displaying city carrier cost 

behavior.  City carrier costs, as shown in the FY 2019 Public Cost Segments and Com-

ponents report, include $557 million of Network Travel (C/S 7.1).  Network Travel would 

exist, and have to be paid for, unless all products ceased to exist: in other words, it 

would not decline or disappear if one product (or a plausible group) were discontinued.  

That means that classifying Network Travel as institutional does explain it.  That expla-

nation rests on its role in the Postal Service’s operations, and any causal relationship 

proposed as a basis of attribution must take account of that role.5  That necessity is one 

reason, though not the only one, why a showing of correlation in time cannot underpin 

an attribution. 

 

 Moreover, if we take UPS’s terminology literally (perhaps more literally than UPS 

means it to be taken), its argument is self-contradictory.  A genuinely unexplained cost 

could not be attributed to competitive products or to anything else.  We simply would not 

know what had caused it; and under the statute, therefore, it could not be one term of a 

reliably established causal relationship. 

 

B.  Attribution to individual competitive products 

 

 
5 As long ago as Docket R76-1, the Commission called for costing judgments based on analysis of postal 
operations.  PRC Op. R76-1, p. 96. 
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 The significance of sec. 3633(a)(2).  The statute requires not only that the com-

petitive sector not be subsidized by market-dominant mailers, but also that each com-

petitive product cover (at least) its attributable cost.  UPS has not shown how this could 

be done under its proposals, and in fact suggests an approach which would fail the sec. 

3633(a)(2) test. 

 

 At p. 40 of the Petition, UPS proposes: 

 
. . . As an interim measure, however, the Postal Service should attribute the in-
cremental costs identified for competitive products as a group to individual com-
petitive products on a pro-rata basis by weighted volume.  Pro-rata attribution of 
those overlooked costs is plainly superior to not attributing them at all, and this 
change alone would be a significant step towards compliance with Order No. 
3506. 

 

There are two problems here.  That the costs UPS identifies should, according to it, be 

attributed is the first.  It has been dealt with above; the short of the matter is that UPS 

has not succeeded in showing the causal relationship(s) required for attribution. The 

specific “interim” remedy is the second. 

 

 Distribution of costs on the basis of volume, weighted or otherwise, is a mode of 

cost assignment which ignores causation.  It is, in fact, a form of fully distributed costing 

(FDC), an approach the Commission has more than once condemned as arbitrary and 

as leading to inefficient prices.6  Because it ignores causation, it does not satisfy sec. 

3633(a)(2); that provision refers to attributable cost, and, as already pointed out, sec. 

3631(b) requires a reliably established causal relation as the basis of any attribution.  

Thus UPS’s proposed FDC interim remedy simply compounds the underlying problem.  

UPS fails to show that the costs it focuses on are attributable at all, and it then suggests 

an inappropriate method of “attributing” them. 

 

C. Spurious grouping of market-dominant products 

 

 
6 See, e.g., PRC Op. R84-1, ¶¶ 3020 et seq.; PRC Op. R87-1, ¶ 3025, fn. 8. 



6 
 

 Closely related to UPS’s failure to suggest how additional costs could be at-

tributed to individual competitive products, as required by sec. 3633(a)(2), is its con-

trived grouping of market-dominant products to support its hypothesis that December 

competitive volume causes the December cost peak. 

 

 Briefly: UPS argues that market-dominant products as a group do not peak in 

December; and therefore the December cost peak must result from competitive volume 

behavior.  UPS Petition, pp. 17-19.  But for ratemaking purposes there is no such thing 

as a market-dominant volume peak.  Costs are attributed, and rates constructed, for in-

dividual market-dominant products; that each of them is to recover at least its attributa-

ble cost is required by sec. 3622(c)(2). 

 

 In fact – as UPS admits7 -- First-Class Mail volume does peak in December.  

UPS masks this inconvenient fact by constructing a market-dominant peak in which the 

larger volume of Marketing Mail (which peaks earlier) masks the December peak in First 

Class.  This allows it to argue that only the competitive sector exhibits a December 

peak. 

 

 That another very large mail class also shows a December peak implies that in 

that month there are either inframarginal or common fixed costs which merely on the 

basis of volume cannot be attributed solely to competitive products, or to any other 

product or group.  Since, as Order 3506 makes clear, inframarginal costs vary but not 

with volume, the existence of a volume peak cannot demonstrate causality.  Short-run 

fixed costs – like the Network Travel referred to earlier – might change in a peak month 

if, e.g., the volume peak required ad hoc establishment of additional routes (each with a 

network to be traversed) to deliver it.8 And if, as here, more than one class peaks in the 

 
7 See UPS Petition, Fig. 7. 
 
8 See UPS Petition, p. 11 and Fig. 4 (Special Purpose Routes). That such extra routes are now a fact of 
life is shown by the Postal Service’s Petition in Docket RM2021-1, insofar as it suggests idiosyncratic vari-
abilities for its “Christmas routes.” 
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month in question, those costs cannot, without additional showings not made here, be 

attributed to one of them. 

 

III.  The improvement requirement 

  

 It seems self-evident that a method of cost attribution which does not show a 

causal relationship between the cost(s) in issue and certain products is unlikely to im-

prove the completeness, accuracy, or quality of Postal Service data.  And since Con-

gress has emphasized that attribution is to rest on reliably-established causal relation-

ships (sec. 3631(b)), it clearly would not be required by the public interest.  But those 

are the standards established by sec. 3652(b) for a change in costing methods. 

 

The Commission’s rules conform to these statutory principles (39 CFR sec. 

3050.11(a)).  

 

IV.  The “reorganized operations” argument 

 

 A further proposal in the UPS Petition addresses certain cost phenomena which 

– unlike the others it discusses – do not (and may never) exist.  At pp. 3-4 of the Peti-

tion, UPS says  

 

. . . The Commission has not yet evaluated the full set of costs the Postal 
Service could eliminate through an efficient reorganization of its delivery network 
and other aspects of its operations, if it ceased delivering competitive products.  
This analysis, which is essential given the prominent focus given to package de-
livery today, would reveal large volumes of costs that could be eliminated in such 
a scenario, but which are not paid for by competitive products today.  Such costs 
are, as an economic matter, “incremental costs” of competitive products, and 
thus should be paid for by competitive products. 

 

Elsewhere, UPS has erroneously failed to consider the causality requirement.  The 

same is true here; or, more precisely, it has misidentified the event which could, on its 

hypothesis, establish causation.  Its proposal confuses the only possible source of the 
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supposed savings with a postulated earlier event – discontinuance of competitive prod-

ucts – which would make that source of savings available. 

 Confusion as to the source of the “savings.”  The supposed cost savings are 

caused not by the elimination of competitive products but by the operational reorganiza-

tion which that elimination is said to make possible.  This means that elimination of the 

competitive products would not eliminate the costs in question; and since the incremen-

tal cost test is whether elimination of a product eliminates a cost, they cannot be 

deemed incremental to competitive products.   

The reorganization is an independent intervening decision. It is a decision neces-

sary and (on UPS’s hypothesis) sufficient to produce the savings. It is a contingent 

event.  It is not entailed by the elimination of competitive products.  Suppose, for exam-

ple, that the Governors decided (i) to discontinue all competitive products and reorgan-

ize operations as UPS hypothesizes, but (ii) to use every dollar of the hypothesized cost 

savings to improve service performance in First Class, Marketing Mail, and Periodicals.  

The competitive products would be gone, but total cost would be unchanged.  Since 

eliminating the competitive products did not eliminate the costs, the costs are not part of 

the incremental cost of those products.  They cannot, therefore, be attributed to those 

products. 

 

 To what would UPS have the eliminated costs attributed?  There is  a further rea-

son why UPS’s reorganization theory is untenable.   

Calculation of incremental costs, in Commission practice, is a ratemaking exer-

cise.  If competitive products ceased to exist, they would ipso facto have no prices.  

Their incremental costs would have no ratemaking function.  Without those products 

and their prices, there would be nothing to which to apply the “level playing field” pricing 

provisions of secs. 3631 et seq. Subsidization of the (nonexistent) competitive sector by 

market-dominant products would be a meaningless notion. The UPS proposal, accord-

ingly, calls for calculation of incremental-cost-based prices for products which ex hy-

pothesi do not exist.   
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It is true that UPS wants the costs theoretically saved by eliminating competitive 

products to be attributed to those products now.  But we showed above (i) that the cost 

saving, on UPS’s own hypothesis, would result not from eliminating the products but 

from the Postal Service’s independent decision to reorganize its operations, (ii) that any 

savings could be applied to improving market-dominant products, leaving total cost un-

changed after the competitive products disappeared, and (iii) that these facts foreclose 

treating the costs as incremental to the existing competitive product sector.  Thus UPS’s 

proposal can be seen to call for one of two impossible results: (i) present attribution of 

the costs to existing competitive products, even though the elimination of those products 

does not cause the cost reduction, or (ii) attribution of those costs to competitive prod-

ucts in a “post-reorganization” postal system, which – since the products would no 

longer exist – is simply meaningless. 

 

V. The question of “appropriate share” 

 UPS complains that (i) what it calls unexplained costs are classified as institu-

tional and (ii) “competitive products revenues must cover only the small portion of such 

costs that the Commission deems the ‘appropriate share’ for Competitive Products.” 

 The first of these contentions has been discussed at pp. 3 et seq., above.  As to 

the second: the actual contribution of competitive products to total institutional cost has 

regularly exceeded the sec. 3633(a)(3) appropriate share set by the Commission.  The 

Commission has more than once stated that the appropriate share is not a target but a 

floor which the Postal Service is encouraged to exceed.9  Actual performance since FY 

2015 is shown in the following table: 

 

 

 
9 Order No. 26, ¶ 3056; Order No. 4963. pp. 17-19. 
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Fiscal Year 
Total Institutional 

Cost ($) 

Appropriate Share 

($) 

Actual Contribution 

($) 

Dollar amounts in billions; data from PRC Annual Compliance Decision reports 

2015 33.8 1.9 4.5 

2106 36.4 2.0 6.0 

2017 29.7 1.6 6.8 

2018 30.7 1.7 7.6 

2019 35.2 3.1 8.2 

 

During this period, actual contribution has been at least twice, and on occasion more 

than four times, the designated appropriate share.  UPS attempts to start a discussion 

of whether the competitive sector pulls its weight in the postal system as a whole.  In 

doing so, however, it has focused on the wrong metric. 

 

VI.  UPS’s specific proposals 

 Up to this point, we have discussed some pervasive shortcomings in UPS’s ap-

proach.  However, UPS also offers specific proposals (Petition, section VI), and com-

ment on these is also appropriate. 

 UPS sets out five premises for its proposals (id., pp. 38-39).  There is little if any 

dispute about the first, which is that in the peak season, the Postal Service ramps up its 

operations.  The other four all depend on the notion that competitive products cause the 

increase in operations and operational costs; we have dealt with this unproved assertion  

in preceding sections.  The third and fifth depend, more specifically, on the contention 

that costs classified as institutional are “unexplained.”  On this point, see particularly our 

discussion at pp. 3-4, above. 

 UPS proposes, first, that the Postal Service compute the expected November-to-

December cost change, subtract it from the actual change, and attribute the difference 
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“to competitive products as a group[.]”10  This process appears to omit any attempt to 

show that the competitive products actually cause the cost difference, and thus fails to 

conform to sec. 3631(b).  It would also be no help in attributing costs to individual com-

petitive products (sec. 3633(a)(2)). 

 UPS addresses this last problem by proposing to assign costs to competitive 

products pro rata by weighted volume.  At p. 5, above, we show that this technique – 

even as an “interim” measure – would fail the causal relationship test, since it is no 

more than a species of fully-distributed costing. 

 The data UPS calls for at p. 38 of the Petition --  or some of them – might eventu-

ally be useful.  But insofar as they are intended to flesh out UPS’s theory of attributing 

December peak costs to competitive products (either as a group or individually), there 

has been no showing of the need for them: the theory itself is radically defective.  The 

Commission, we suggest, should hesitate to increase reporting requirements in pursuit 

of an attribution theory which does not respect statutory requirements. 

 

VII. Conclusion  

 For the reasons explained in sections I – VI of these Comments, GCA respect-

fully urges the Commission to decline to adopt any part of UPS’s proposals. 

        December 15, 2020 

Respectfully submitted, 

GREETING CARD ASSOCIATION 

David F. Stover 
2970 S. Columbus St., No. B1 
Arlington, VA 22206-1450 
(703) 998-2568 or (703) 395-1765 
E-mail: postamp02@gmail.com 
 
 
 

 
10 Petition, pp. 39-40. 
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