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The National Postal Policy Council (“NPPC”) respectfully submits these reply 

comments regarding the Postal Service’s Annual Compliance Report for Fiscal Year 

2020 (“ACR”), filed December 29, 2020.   

 
I. NPPC SUPPORTS THE COMMENTERS THAT URGED THE POSTAL 

SERVICE TO TAKE PRO-ACTIVE STEPS TO ENCOURAGE AND 
PROMOTE FIRST-CLASS PRESORT MAIL 

 
Although few parties, compared to previous years, commented on the ACR,1 

several of those that did explained that the Postal Service has a problem with its 

pricing and service of First-Class Presort Mail.2  In particular, the comments 

highlighted that Postal Service has not improved the attractiveness and value of First-

Class Presort Mail, and that its pricing decisions and service performance have 

provided little evidence of a plan to do so. 

 
1  The lack of participation by mailers in the annual compliance review process should alarm the 
Commission.  Although a lack of resources is certainly one reason, non-participation could be explained 
by a perception that the ACR process seldom results in actions that offer value to mailers or achieve 
the desired transparency.  Certainly the Postal Service has rarely suffered a meaningful sanction for 
poor performance, and rarely is a remedy offered other than a recommendation for higher rates.  

2  See Comments of the National Association of Presort Mailers, at 2-4 & 6-10 (Feb. 1, 2021); 
Comments of Pitney Bowes Inc., at 1-3 (Feb. 1, 2021). 
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A. The Postal Service Should Increase The Value And Reverse The 
Decline of First-Class Mail 
 

The Postal Service readily acknowledges that First-Class Presort Mail volume 

has trended downward steadily for many years.  But it is important for the Commission 

and Postal Service to recognize, as NAPM stated, that: 

the pace of migration of First-Class Mail to electronic 
alternatives is not a foregone conclusion, nor does it impact all 
First-Class Mail volume. The USPS itself plays a significant role 
in the rate of such diversion in the prices and features it 
provides in its First-Class Mail product. Rising prices and 
declining service performance both drive accelerated movement 
of First-Class Mail volume to electronic alternatives. 
 

NAPM Comments at 13.  NPPC agrees with NAPM that the Postal Service should 

view business mailers as “valued partners” (id. at 2), and has urged the Postal Service 

to do so frequently.   

 Yet too often mailers see pricing decisions and experience service performance 

that devalue First-Class Presort Mail.  On pricing, these include persistently high cost 

coverages, repeated price increases for Presort Mail (as well as for Metered Mail—

which serves as the benchmark for Presort Mail workshare discounts), and reduced 

workshare discount passthroughs.  The Seamless Acceptance incentive is a notable 

and commendable recent exception to that trend.  But other initiatives that promise 

value to mailers and reduced costs for the Postal Service, such as Secure 

Destruction, remain in limbo for years, while management apparently prefers to devote 

its attention to Competitive package services and, to some degree, Marketing Mail.3     

 
3  NAPM Comments at 14.   
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 In the ACR, the Postal Service reported that the volume of both Metered Mail 

(in Single Piece) and the Presort product had declined.  It blamed those declines on 

national economic conditions stemming from the Covid-19 pandemic.  ACR at 7.  As 

Pitney Bowes pointed out (PB Comments at 1-3), however, another critical factor 

contributing to these volume declines is the Postal Service’s failure to use pricing to 

promote First-Class Presort Mail and reduce costs.  One example is the setting of 

workshare discounts within Automation Letters that fall well short of the 100 percent 

passthrough of costs avoided required by the principle of efficient component pricing.   

 By far the most important such discount is for 5-Digit Automation letters, which 

not only comprised nearly half of all First-Class Mail in FY2020 but also increased as a 

proportion of total Automation Letters to 72.9 percent.  ACR at 7 & Table 2.  In 

FY2020, the passthrough for the 5-Digit Automation discount was 73.2 percent.  ACR 

at 9 & USPS-FY20-3 Tab FCM Bulk Letters/Cards; PB Comments at 2.  This 

passthrough was even smaller than in FY2019.  And, as several commenters pointed 

out, this miserly passthrough is harmful in several ways: it forces the price of 5-Digit 

mail to be higher than it optimally should be; it encourages the inefficient entry of mail; 

it encourages inefficient postal operations, and it penalizes more efficient private mail 

preparation firms.  See NAPM Comments at 3-4; Comments of the Association for 

Postal Commerce at 2 (Feb. 1, 2021).   
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B. The Commission Should Strongly Enforce Its New Regulations 
Prohibiting Unreasonably Low Workshare Discount Passthroughs 
 

Looking ahead, the 5-Digit Automation Letter passthrough did not change in the 

new rates adopted in Docket No. R2021-1 because the discount was unchanged.  

Pitney Bowes observed (at 2) that the worksharing discount rules adopted in Order 

No. 5763 will require the Postal Service to increase the 5-Digit discount by at least 0.5 

cents.  Id.  To best encourage volume and reduce costs, in its next rate adjustment the 

Postal Service should set the discount at 4.1 cents, which is 100 percent of the 

avoided costs.  Furthermore, NPPC also agrees with Pitney Bowes that the 

Commission should strictly enforce the workshare discount passthrough rules and 

apply a rigorous standard to requests for waivers regarding below-avoided cost 

workshare proposals.  See PB Comments at 3; accord NAPM Comments at 3. 

 
C. The Postal Service Must Improve Its Service Performance For First-

Class (And Other) Mail 
 

Finally, NPPC generally supports the Public Representative’s concerns about 

service performance quality.  See Comments of the Public Representative at 17-21 & 

Table II-1.2 (Feb. 2, 2021).  Charging more while providing poor service is not a way 

to treat one’s most profitable customers unless one wants to drive them to look for 

alternatives.   

In the case of First-Class Presort Mail service, several commenters observed 

that the Postal Service failed to meet its performance standards yet again.  See Public 

Representative Comments at 17-21 & Table II-1.2; NAPM Comments at 11.  NPPC 

understands that the Covid-19 pandemic imposed significant operational stress on the 
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Postal Service that impaired service quality, and recognizes that in many places the 

Service’s employees worked exceptionally hard and long to deliver the mail.  NPPC 

members have great respect and appreciation for their efforts during the pandemic 

and understand the stresses that it has imposed on their health and families during 

this time. 

Nevertheless, the Postal Service’s failure to achieve service standards 

unfortunately has become an annual occurrence.  While in past years the Postal 

Service has attributed its failures to different causes, such as hurricanes and floods, it 

now seems more predictable that the Postal Service will fail to meet its service 

standards for Presort Mail than to achieve them.  NPPC wishes this were different, but 

the reality is clear. 

NAPM expressed concern that “the existing ACR/ACD process does not hold 

the Postal Service accountable for failure to meet service standards or improve 

service performance,” or even come to a conclusion.  NAPM Comments at 11.4  

NPPC hopes that the Commission will find a way to hold the Postal Service more 

accountable for service quality in a manner that has real teeth, such as rate penalties.5  

This is urgent, or mailers will continue to cope with poor service by abandoning the 

mailstream: “Service performance in most cases is within the USPS’ control, and 

 
4  Cf. Comments of Association for Postal Commerce at 2 & 8 (Feb. 1, 2021) (noting that past 
ACR dockets remain open.   

5  The Commission’s now-withdrawn service performance proposals in Docket No. RM2017-3 
also would have failed to hold the Postal Service accountable for service quality in any meaningful way. 
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providing poor service performance is akin to raising postage prices in its impact on 

mail users.”  NAPM Comments at 10.  

 
II. CONCLUSION 

 The National Postal Policy Council urges the Commission to consider these 

reply comments as it evaluates the Postal Service’s Annual Compliance Report.  

 
Respectfully submitted, 

 By: /s/ William B. Baker_________ 
Arthur B. Sackler 
Executive Director 
NATIONAL POSTAL POLICY COUNCIL 
1629 K Street, N.W. 
Suite 300 
Washington DC  20006  
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