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EXECUTIVE SUMMARY 
This Report reviews ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÐÅÒÆÏÒÍÁÎÃÅ ÉÎ &ÉÓÃÁÌ 9ÅÁÒ ɉ&9Ɋ ςπςπȟ ÆÕÌÆÉÌÌÉÎÇ ÔÈÅ 
#ÏÍÍÉÓÓÉÏÎȭÓ ÒÅÓÐÏÎÓÉÂÉÌÉÔÙ ÔÏ ÐÒÏÄÕÃÅ ÁÎ ÁÎÎÕÁÌ ÁÓÓÅÓÓÍÅÎÔ ÏÆ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÒÁÔÅÓ ÁÎÄ 
service mandated by Title 39, section 3653, of the United States Code. It is based on 
information the Postal Service is required to provide within 90 days after the close of the 
fiscal year and on comments subsequently received from the public. Specific Commission 
findings and directives are identified in italics in each chapter. 
 
The Postal Service faced significant events, both internal and external, in FY 2020. The 
most significant event affecting the Postal Service, and the public at large, was the COVID-
19 pandemic. The pandemic remains a public health and economic emergency. Because 
Postal SeÒÖÉÃÅ ÅÍÐÌÏÙÅÅÓ ÐÅÒÆÏÒÍ ÁÎ ÅÓÓÅÎÔÉÁÌ ÆÕÎÃÔÉÏÎ ÁÓ ÐÁÒÔ ÏÆ ÔÈÅ ÎÁÔÉÏÎȭÓ ÃÒÉÔÉÃÁÌ 
ÉÎÆÒÁÓÔÒÕÃÔÕÒÅȟ ÔÈÅÙ ÃÏÎÔÉÎÕÅ ÔÏ ÐÒÏÃÅÓÓ ÁÎÄ ÄÅÌÉÖÅÒ ÔÈÅ ÎÁÔÉÏÎȭÓ ÍÁÉÌȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎ 
expresses its appreciation for the continuous efforts of the frontline Postal Service workers, 
who are performing essential work that allows millions of Americans to minimize their 
exposure to COVID-19 by remaining at home. The pandemic negatively affected the Postal 
3ÅÒÖÉÃÅȭÓ ÏÐÅÒÁÔÉÏÎÁÌ ÃÁÐÁÃÉÔÙ ÉÎ ÎÕÍÅÒÏÕÓ ×ÁÙÓɂreducing employee availability, 
disrupting transportation, and inducing large shifts in the mail mix towards packages. At 
the same time, the pandemic occurred alongside both a decennial census year and a 
national election which, as a result of the pandemic, featured substantial increases in the 
number of voters voting by mail. In addition, late in FY 2020 the Postal Service undertook 
voluntary large-scale operational and structural changes. Combining all these factors, there 
was a notable decline in service performance, as further discussed in Chapter V. 
 
Consistent with the approach adopted in past years, the Annual Compliance Determination 
(ACD) focuses on compliance issues as defined in 39 U.S.C. §§ 3653(b)(1) and (b)(2). These 
statutory subsections require the Commission to make determinations on whether any 
rates and fees in effect during FY 2020 were not in compliance with chapter 36 of Title 
39 of the United States Code and whether any service standards in effect during FY 2020 
×ÅÒÅ ÎÏÔ ÍÅÔȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÒÅÖÉÅ× ÉÎ ÔÈÉÓ ÙÅÁÒȭÓ !CD is based on the rates approved 
in Docket No. R2020-1 and all the rates in effect during FY 2020 for Competitive products. 
 
The financial analysis that had been incorporated in ACDs prior to 2013 is expanded in the 
report titled Financial Analysis of United States Postal Service Financial Results and 10-K 
Statement 2020 that will be issued later this spring. The Commission will also issue a 
ÓÅÐÁÒÁÔÅ ÒÅÐÏÒÔ ÏÎ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ FY 2020 Annual Performance Report and FY 2021 
Performance Plan to fulfill it s statutory responsibilities under 39 U.S.C. § 3653(c). 
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 Principal Findings: Market Dominant Rate 
and Fee Compliance 

In Chapter II., the Commission identifies compliance issues related to seven discounts that 
did not comply with section 3622(e). Workshare discounts that exceed avoided costs 
adversely affect Postal Service finances because they incentivize mailers to perform 
worksharing that the Postal Service could have done on a less costly basis. 
 
For the seven workshare discounts remaining out of compliance with section 3622(e), the 
Postal Service must either align the workshare discount with its avoided cost in the next 
Market Dominant price adjustment or provide support for an applicable statutory 
exception. 

 Principal Findings: Market Dominant Non-
Compensatory Products 

In Chapter III., the Commission identifies 10 non-compensatory Market Dominant 
products: Periodicals In-County, Periodicals Outside County, USPS Marketing Mail Flats, 
USPS Marketing Mail Parcels, USPS Marketing Mail Carrier Route, Media Mail/Library Mail, 
Bound Printed Matter (BPM) Parcels, Money Orders, Inbound Letter Post, and International 
Ancillary Services. The Commission notes that the Inbound Registered Mail component of 
the International Ancillary Services product was the only non-compensatory component of 
that product. 
 
In the FY 2019 ACD, the Commission directed the Postal Service to include an updated 
version of the FY 2019 ACD Periodicals Pricing Report in its FY 2020 Annual Compliance 
Report (ACR).1 The Commission concludes that ÏÎ ÔÈÅ ×ÈÏÌÅȟ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ &9 ςπςπ 
0ÅÒÉÏÄÉÃÁÌÓ 0ÒÉÃÉÎÇ 2ÅÐÏÒÔ ÍÅÁÎÉÎÇÆÕÌÌÙ ÒÅÓÐÏÎÄÓ ÔÏ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÄÉÒÅÃÔÉÖÅ ÂÙ 
providing a robust narrative and workpapers containing quantitative analyses. The 
Commission directs the Postal Service to provide an updated version of the Periodicals 
Pricing Report in its FY 2021 ACR and include an analysis of how the pricing in Docket No. 
R2021-1 impacted the cost, contribution, and revenue of Periodicals in FY 2021 and 
whether the new pricing improved the efficiency of Periodicals pricing in FY 2021. 
 
For USPS Marketing Mail Flats, the Commission finds that the cost coverage issues raised in 
the FY 2010 ACD have continued to worsen. Postal Service projections show that the 
remedy ordered by the Commission in the FY 2019 ACD is likely to have a positive impact, 
and the Commission directs the Postal Service to continue the above-average price 

                                                        
1 Docket No. ACR2019, Annual Compliance Determination, March 25, 2020, at 32 (FY 2019 ACD). The Postal Service filed its Periodicals Pricing 
Report and supporing workpapers in Library Reference USPS-FY20-44. See Library Reference USPS-FY20-44, December 29, 2020; see also United 
States Postal Service FY 2020 Annual Compliance Report, December 29, 2020, FY 2020 ACR Attachment 1 at 3 (FY 2020 ACR). 
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increases as detailed by the FY 2019 directive for another year. In the next generally 
applicable Market Dominant price adjustment, the Postal Service must propose a price 
increase for USPS Marketing Mail Flats that is at least 2 percentage points above the class 
average for the USPS Marketing Mail class.2 Additionally, the Postal Service must continue 
responding to the requirements of the FY 2010 ACD directive by reducing USPS Marketing 
-ÁÉÌ &ÌÁÔÓȭ ÃÏÓÔÓ ÁÎÄ ÃÏÎÔÉÎÕÉÎÇ ÔÏ ÃÏÍÐÌÙ ×ÉÔÈ ÔÈÅ &9 ςπρυ ÄÉÒÅÃÔÉÖÅȢ3 For USPS Marketing 
Mail Parcels, the Commission finds that revenue was not sufficient to cover attributable 
cost in FY 2020 and requires the Postal Service to propose a price increase for USPS 
Marketing Mail Parcels at least 2 percentage points above the class average for the USPS 
Marketing Mail class in the next Market Dominant price adjustment. For USPS Marketing 
Mail Carrier Route, the Commission also requires that the Postal Service increase USPS 
Marketing Mail Carrier Route prices by at least 2 percentage points above the class average 
for the USPS Marketing Mail class in the next Market Dominant price adjustment. 
 
In FY 2020, the Package Services class as a whole was non-compensatory, with two non-
compensatory products, Media Mail/Library Mail and BPM Parcels. For Media Mail/Library 
-ÁÉÌȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÆÉÎÄÓ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÁÐÐÒÏÁÃÈ ÔÏ ÉÍÐÒÏÖÅ ÃÏÓÔ ÃÏÖÅÒÁÇÅ 
through above-average price increases is appropriate and recommends the approach 
continue. For BPM Parcels, the Commission recommends that the Postal Service propose an 
above-average price increase in the next Market Dominant price change. The Commission 
also recommends that the Postal Service explore and implement opportunities to reduce 
the unit cost of this product, and report on these results in its FY 2021 ACR. 
 
For the Special Services product Money Orders, the Commission finds that revenue was not 
sufficient to cover attributable cost in FY 2020 and urges the Postal Service to improve cost 
coverage. The Commission recommends that the Postal Service propose an above-average 
price increase in the next Market Dominant price change (consistent with 39 C.F.R. § 
3030.221). 
 
For Inbound Letter Post, the Commission notes that the transfer of Inbound Letter Post 
small packets and bulky letters from the Market Dominant Inbound Letter Post product to 
the Inbound Letter Post Small Packets and Bulky Letters product on the Competitive 
product list occurred in Quarter 2 of FY 2020. However, the product was still non-
compensatory in FY 2020, with a slight improvement in cost coverage from FY 2019. The 
Commission provides a detailed analysis of public Inbound Letter Post data in Library 
Reference PRC-LR-ACR2020-11. The Commission recommends that the Postal Service 
negotiate bilateral and multilateral agreements that contain rates for Inbound Letter Post 
that are more compensatory than default terminal dues. The Commission also urges the 
Postal Service to undertake focused initiatives to reduce Inbound Letter Post costs without 

                                                        
2 In November 2020, the Commission finalized rules to provide additional rate authority to the Postal Service to curb contribution losses 
stemming from this and other non-compensatory products. Docket No. RM2017-3, Order Adopting Final Rules for the System of Regulating 
Rates and Classes for Market Domination Products, November 30, 2020 (Order No. 5763). 

3 The Commission required the Postal Service to develop a plan to measure, track, and report on cost and service issues related to flat-shaped 
products. 
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compromising quality of service, and to improve quality of service in order to benefit from 
terminal dues bonuses. Lastly, the Commission further recommends that the Postal Service 
work with the United States Department of State within the relevant Universal Postal Union 
(UPU) bodies to ensure that terminal dues proposals adopted at the 2021 UPU Congress 
will cover costs for Inbound Letter Post. 
 
For the International Ancillary Services product, the Commission notes that the increase in 
cost was related to the 100 percent increase in IOCS tallies, from 1 to 2. The Commission 
will continue to evaluate the cost coverage of this product in future years. 

 Principal Findings: Competitive Products 
Rate and Fee Compliance 

In Chapter IV., the Commission finds that revenues for five Competitive products did not 
cover attributable costs and, therefore, did not comply with 39 U.S.C. § 3633(a)(2). The 
Commission also determines that every domestic product with rates of general 
applicability covered its attributable cost. The Competitive products that did not cover 
attributable costs are: one domestic negotiated service agreement (NSA), GEPS 11, 
International Money Transfer ServiceɂInbound (IMTSɂInbound), International Money 
Transfer ServiceɂOutbound (IMTSɂOutbound), and International Ancillary Services. The 
Commission directs the Postal Service to take corrective action, including requiring new 
quarterly reporting on outbound international NSAs to ensure ongoing compliance and 
appropriate oversight for these contracts. 

 Principal Findings: Service Performance 
and Customer Access 

In Chapter V., the Commission finds that most products failed to meet their service 
performance targets for FY 2020. 
 
¶ The Postal Service met its service performance targets for five Market Dominant 

products including: USPS Marketing Mail High Density and Saturation Letters, USPS 
Marketing Mail Parcels, BPM Parcels, and two Special Services products. 

¶ Service performance results for 17 Market Dominant products did not meet their 
targets including: all First-Class Mail products, both Periodicals products, USPS 
Marketing Mail High Density and Saturation Flats/Parcels, USPS Marketing Mail 
Carrier Route, USPS Marketing Mail Letters, USPS Marketing Mail Flats, USPS 
Marketing Mail Every Door Direct MailɂRetail (EDDM-R), BPM Flats, Media 
Mail/Library Mail, and several Special Services products, including Stamp 
Fulfillment Services and Post Office Box Service. 
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In the FY 2019 ACD, the Commission directed the Postal Service to provide specific 
information developed from its First-Class Mail Single-Piece Letters/Postcards metrics as 
part of its FY 2020 ACR. FY 2019 ACD at 32. The Postal Service provided analysis linking its 
root cause assessments with the impact on service performance results for this product 
and other First-Class Mail and USPS Marketing Mail products. 
 
The Commission determines that the Postal Service is out of compliance with regard to 
service performance for First-Class Mail Single-Piece Letters/Postcards, Outbound Single-
Piece International, Outside County Periodicals, and In-County Periodicals in FY 2020.4 
 
The Commission directs the Postal Service to continue reporting specific information 
developed from its internal metrics within 90 days of the issuance of this Report and as 
ÐÁÒÔ ÏÆ ÉÔÓ &9 ςπςρ !#2Ȣ 4ÈÉÓ ÙÅÁÒȭÓ ÓÅÒÖÉÃÅ ÄÉÒÅÃÔÉÖÅÓ ÁÌÓÏ ÉÎÃÌÕÄÅ Á ÒÅÑÕÉÒÅÍÅÎÔ ÔÈÁÔ ÔÈÅ 
Postal Service file with the Commission a service performance impact analysis for 
initiatives that are planned for implementation on or before the issuance of the next ACD 
and are reasonably foreseeable to impact service performance results.5 The Commission 
has specifically developed directives that elicit information and data regarding the steps 
that the Postal Service will take to restore service performance for its products in FY 2021. 

 Principal Findings: Flats Cost and Service 
Issues 

In Chapter VI., the Commission finds that unit costs for flats have continued to rise, 
contributi on losses have continued to grow, and flats products still have not met their 
service performance targets. In FY 2019, the Commission finalized rules to provide 
additional information to improve transparency into cost and service performance issues 
with respect to flats, as well as to increase accountability with respect to flats operational 
initiatives.6 The Commission is appreciative of the responsive data provided by the Postal 
Service and has focused its analysis in this docket on three primary areas: (1) flats financial 
performance, (2) flats service performance, and (3) pinch points that impact flats 
operational performance. The Commission provides recommendations for data collection 
and analysis regarding ongoing and future Postal Service initiatives designed to reduce 
flats costs, improve flats service performance, and/or improve flats operations. The fact 
that in FY 2020 flat-shaped mail products collectively had a cumulative negative 
contribution of more than $1 billion highlights the urgency and importance of 
improvement on this issue. 
 

                                                        
4 This is the sixth consecutive year that the Commission has determined that the Postal Service is out of compliance with regard to service 
performance for First-Class Mail Single-Piece Letters/Postcards. This is the first year that the Commission has made this determination for 
Outbound Single-Piece International, Outside County Periodicals, and In-County Periodicals. 

5 This directive does not apply retroactively to the proposal pending before the Commission in Docket No. N2021-1; the Commission will pursue 
information related to this proposal through the discovery processes of 39 C.F.R. part 3020. 

6 Docket No. RM2018-1, Order Adopting Final Rules on Reporting Requirements Related to Flats, May 8, 2019 (Order No. 5086). 
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CHAPTER I. INTRODUCTION 
 Statutory Context 

Two sections of Title 39 of the United States Code (U.S.C.), as amended by the Postal 
Accountability and Enhancement Act (PAEA),7 require ongoing, systematic reports and 
assessments of the financial and operational performance of the Postal Service. The first 
provision, 39 U.S.C. § 3652, requires the Postal Service to file certain annual reports with 
the Commission, including an ACR. See 39 U.S.C. § 3652(a). The second provision, 39 U.S.C. 
ɘ σφυσȟ ÒÅÑÕÉÒÅÓ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÔÏ ÒÅÖÉÅ× ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÁÎÎÕÁÌ ÒÅÐÏÒÔÓ ÁÎÄ ÉÓÓÕÅ ÁÎ 
ACD regarding whether rates were not in compliance with applicable provisions of Title 39 
and whether any service standards were not met. 39 U.S.C. § 3653(b). Together, these 
provisions establish the ACR and the ACD as integrated mechanisms for providing ongoing 
accountability, transparency, and oversight of the Postal Service. 
 
The Commission has again decided to report separately on the Postal ServiceȭÓ ÆÉÎÁÎÃÉÁÌ 
condition and its performance plans and program performance.8 It will issue both its 
financial analysis and its analysis of the performance plans and program performance, 
required by 39 U.S.C. § 3653(d), in the second quarter of 2021. This ACD focuses on the 
requirements of 39 U.S.C. § 3653(b)(1) and (b)(2).9 
 
For regulations governing rates and fees, Congress divided mail categories and services 
between Market Dominant and Competitive products. Sections 3622 and 3626 of Title 39 
pertain to rates and fees for Market Dominant products; section 3633 pertains to 
Competitive products. 
 
In Chapter II., the Commission evaluates the workshare discounts for Market Dominant 
products to determine compliance with 39 U.S.C. § 3622(e). Chapter II. also includes a 
discussion about preferred rate requirements and the price cap. Chapter III. focuses on 
ÏÔÈÅÒ ÃÏÍÐÌÉÁÎÃÅ ÉÓÓÕÅÓ ÒÅÌÁÔÅÄ ÔÏ -ÁÒËÅÔ $ÏÍÉÎÁÎÔ ÐÒÏÄÕÃÔÓȭ ÒÁÔÅÓ ÁÎÄ ÆÅÅÓȢ #ÈÁÐÔÅÒ IV. 
covers compliance issues related to the rates and fees of Competitive products. In Chapter 
V., the Commission discusses service performance, customer access, and customer 
satisfaction. 
 

                                                        
7 Pub. L. 109-435, 120 Stat. 3198 (2006). 

8 See Notice Regarding the Postal Service FY 2020 Annual Performance Report and FY 2021 Annual Performance Plan, January 5, 2021 (Order 
No. 5803). 

9 The Commission addresses only rates and fees that have been challenged by Commenters, or otherwise present compliance issues. 
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In Chapter VI., the Commission evaluates cost and service issues for flat-shaped mailpieces 
(flats).10 
 
There are three appendices to the FY 2020 ACD. Appendix A contains Commission-directed 
undertakings in this ACD. Appendix B contains a list of Commenters. Appendix C contains 
an index of acronyms and abbreviations. 

 Timeline and Review of Report 
The Postal Service must file the ACR no later than 90 days after the end of each fiscal year. 
(i.e., 90 days after September 30). The Commission must complete the ACD within 90 days 
of receiving the ACR. The Postal Service filed the FY 2020 ACR on December 29, 2020; thus, 
the Commission must issue this ACD no later than March 29, 2021. 

 Focus of the ACR 
In accordance with 39 U.S.C. § 3652, the ACR must provide analyses of costs, revenues, 
rates, and quality of service sufficient to demonstrate that during the reporting year all 
products complied with all applicable requirements of Title 39. Additionally, for Market 
Dominant products, the Postal Service must include product information, mail volumes, 
and measures of quality of service, including the speed of delivery, reliability, and the levels 
of customer satisfaction. For Market Dominant products with workshare discounts, the 
Postal Service must report the per-item cost it avoided through the worksharing activity 
performed by the mailer, the percentage of the per-item cost avoided that the workshare 
discount represents, and the per-item contribution to institutional costs. 39 U.S.C. 
§ 3652(b). 

 Other Reports 
In conjunction with filing the ACR, the Postal Service must also file its most recent 
Comprehensive Statement on Postal Operations, its FY 2021 Performance Plan, and its FY 
2020 Performance Report. 39 U.S.C. § 3652(g). 

 Commission Responsibilities 
Upon receipt of the ACR, the Commission provides an opportunity for public comment on 
ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÓÕÂÍÉÓÓÉÏÎÓȢ σω 5Ȣ3Ȣ#Ȣ ɘ σφυσɉÁɊȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÉÓ ÒÅÓÐonsible for 
making a written determination as to whether any rates or fees were not in compliance 
with applicable provisions of chapter 36 of Title 39 or related regulations, and whether any 
service standards were not met. 39 U.S.C. § 3653(b). If the Commission makes a timely 
written determination of non -compliance, it is required to take such action as it deems 
appropriate. 39 U.S.C. § 3653(c). 

                                                        
10 In Docket No. RM2018-1, the Commission established new rules to require the annual submission of comprehensive information regarding 
the cost and service performance of flat-shaped mail. See Order No. 5086. Pursuant to 39 C.F.R. § 3050.50, the Postal Service submitted the 
required information in its FY 2020 ACR. See Library Reference USPS-FY20-45, December 29, 2020. 
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 Procedural History 
On December 29, 2020, the Postal Service filed its FY 2020 ACR, covering the period from 
October 1, 2019, through September 30, 2020. See FY 2020 ACR. The ACR included an 
extensive narrative and a substantial amount of detailed public and non-public information 
contained in library references. The library references include the Cost and Revenue 
Analysis (CRA), the International Cost and Revenue Analysis (ICRA), cost models 
supporting workshare discounts, and volume information presented in billing 
ÄÅÔÅÒÍÉÎÁÎÔÓȢ 4ÈÅ ÌÉÂÒÁÒÙ ÒÅÆÅÒÅÎÃÅÓ ÁÌÓÏ ÉÎÃÌÕÄÅ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ Ȱ2ÏÁÄÍÁÐ 
$ÏÃÕÍÅÎÔȱ ÔÏ ÔÈÅ &9 ςπς0 ACR, which contains a brief description of each set of folder 
materials, a summary of material changes in methodology, and a discussion of 
obsolescence in accordance with 39 C.F.R. § 3050.12.11 
 
The Postal Service concurrently filed its 2020 Annual Report and Comprehensive Statement 
of Postal Operations as part of Library Reference USPS-FY20-17 to the FY 2020 ACR.12 
 
On December 30, 2020, the Commission issued an order establishing Docket No. ACR2020 
to consider the ACR, appointing a Public Representative to represent the interests of the 
general public, and establishing February 1, 2021, and February 12, 2021, as the deadlines 
for comments and reply comments, respectively.13 
 
On January 11, 2021, United Parcel Service, Inc. (UPS) filed a motion for access to certain 
non-ÐÕÂÌÉÃ ÌÉÂÒÁÒÙ ÒÅÆÅÒÅÎÃÅÓ ÆÉÌÅÄ ÁÓ ÐÁÒÔ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ !ÎÎÕÁÌ #ÏÍÐÌÉÁÎÃÅ 
Report.14 On January 19, 2021, the Postal Service filed a response, urging UPS to withdraw 
its request for access to some of the library references, specifically materials with 
information related to third -party postal operators.15 The Postal Service attached to its 
response correspondence expressing concern from several of those operators.16 The 
#ÏÍÍÉÓÓÉÏÎ ÇÒÁÎÔÅÄ 503ȭÓ ÍÏÔÉÏÎ ÆÏÒ ÁÃÃÅÓÓ ÏÎ *ÁÎÕÁÒÙ ςψȟ ςπςρȢ17 

                                                        
11 Library Reference USPS-FY20-9, December 29, 2020 (Roadmap Document). 

12 Library Reference USPS-FY20-17, December 29, 2020 (FY 2020 Annual Report). 

13 Notice of Postal Service's Filing of Annual Compliance Report and Request for Public Comments, December 30, 2020 (Order No. 5796); see 
also ус Cw рун όWŀƴǳŀǊȅ сΣ нлнмύΦ hƴ WŀƴǳŀǊȅ рΣ нлнмΣ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ ŜǎǘŀōƭƛǎƘŜŘ ǎŜǇŀǊŀǘŜ ŎƻƳƳŜƴǘ ŘŀǘŜǎ ŦƻǊ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ CY 2020 
Performance Report and FY 2020 Performance Plan. See Order No. 5803. 

14 United Parcel ServiceΣ LƴŎΦΩǎ aƻǘƛƻƴ wŜǉǳŜǎǘƛƴƎ !ŎŎŜǎǎ ǘƻ bƻƴ-Public Materials Under Protective Conditions, January 11, 2021, at 1 (UPS 
Motion for Access). 

15 ¦ƴƛǘŜŘ {ǘŀǘŜǎ tƻǎǘŀƭ {ŜǊǾƛŎŜ wŜǎǇƻƴǎŜ ǘƻ ¦ƴƛǘŜŘ tŀǊŎŜƭ {ŜǊǾƛŎŜ LƴŎΦΩǎ aƻǘƛƻƴ wŜǉǳŜǎǘƛƴƎ !ŎŎŜǎǎ ǘƻ bƻƴ-Public Materials Under Protective 
Conditions, January 19, 2021 (Response to UPS Motion for Access). 

16 Response to UPS Motion for Access, Attachments 1-6. The Postal Service also filed a motion for leave to file a supplemental response 
including two additional letters from foreign postal operators objecting to the UPS Motion for Access. Motion of the United States Postal 
{ŜǊǾƛŎŜ ŦƻǊ [ŜŀǾŜ ǘƻ CƛƭŜ {ǳǇǇƭŜƳŜƴǘŀƭ wŜǎǇƻƴǎŜ ǘƻ ¦ƴƛǘŜŘ tŀǊŎŜƭ {ŜǊǾƛŎŜ LƴŎΦΩǎ aƻǘƛƻƴ wŜǉǳŜǎǘƛƴƎ !ŎŎŜǎǎ ǘƻ bƻƴ-Public Materials Under 
Protective Conditions, January 25, 2021; see also ¦ƴƛǘŜŘ {ǘŀǘŜǎ tƻǎǘŀƭ {ŜǊǾƛŎŜ {ǳǇǇƭŜƳŜƴǘŀƭ wŜǎǇƻƴǎŜ ǘƻ ¦ƴƛǘŜŘ tŀǊŎŜƭ {ŜǊǾƛŎŜ LƴŎΦΩǎ aƻǘƛƻƴ 
Requesting Access to Non-Public Materials Under Protective Conditions, January 25, 2021. 

17 Order Granting Motion for Access, January 28, 2021 (Order No. 5829). 
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 Methodology Changes 
The FY 2020 ACR generally employs the methodologies used most recently by the 
Commission unless the Commission has approved a change in methodology. See FY 2020 
ACR at 4-5. In this proceeding, the Postal Service relies upon eight approved methodology 
changes.18 The Postal Service discusses the effect of methodology changes to FY 2020 ACR 
library references in the Roadmap Document. See Roadmap Document at 84-96. 

 Product Analysis 
The Postal Service provides an analysis of each Market Dominant product, including special 
services and international NSAs active during FY 2020. This analysis includes a discussion 
of workshare discounts and passthroughs for Market Dominant products, required by 
39 U.S.C. § 3652(b). The Postal Service also provides data for Competitive products and 
discusses the data with references to standards under 39 U.S.C. § 3633 and 39 C.F.R. 
§ 3035.107. Last, the Postal Service discusses three Market Dominant market tests 
conducted in FY 2020. FY 2020 ACR at 72. 
 
In addition, the Commission posts the most current workshare cost avoidance models on 
its website. The Commission used those models in its preparation of this ACD. 

 Service Performance 
The ACR also included information regarding service performance, customer satisfaction, 
and consumer access, as required under 39 U.S.C. § 3652(a)(2) and 39 C.F.R. § 3055. FY 
2020 ACR, section III. 

 Confidentiality 
Commission rules require the Postal Service, when it files non-public materials with the 
Commission, to simultaneously file an application for non-public treatment. 39 C.F.R. 
§ 3011.200. The application for non-public treatment must clearly identify all non-public 
materials and fulfill the burden of persuasion that the materials should be withheld from 
the public. Id. § 3011.201. The FY 2020 ACR included such an application with respect to 
certain Competitive and international Market Dominant products. FY 2020 ACR, 
Attachment 2. 
 

                                                        
18 Docket No. RM2019-12, Order on Analytical Principles Used in Periodic Reporting (Proposal Seven), January 6, 2020 (Order No. 5395); Docket 
No. RM2019-6, Order on Analytical Principles Used in Periodic Reporting (Proposal One), January 14, 2020 (Order No. 5405); Docket No. 
RM2020-6, Order on Analytical Principles Used in Periodic Reporting (Proposal One), May 19, 2020 (Order No. 5515); Docket No. RM2020-7, 
Order on Analytical Principles Used in Periodic Reporting (Proposal Two), July 9, 2020 (Order No. 5583); Docket No. RM2020-1, Order on 
Analytical Principles Used in Periodic Reporting (Proposal Nine), August 17, 2020 (Order No. 5637); Docket No. RM2020-11, Order on Analytical 
Principles Used in Periodic Reporting (Proposal Four), September 23, 2020 (Order No. 5693); Docket No. RM2020-10, Order on Analytical 
Principles Used in Periodic Reporting (Proposal Three), September 25, 2020 (Order No. 5697); Docket No. RM2020-12, Order on Analytical 
Principles Used in Periodic Reporting (Proposal Five), September 28, 2020 (Order No. 5700). 
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UPS submitted a motion for access to library references concerning these products. The 
motion included a list of non-public library references to which UPS requested access, 
specified that access was necessary for the purpose of filing comments in this ACR, and 
provided the requisite statements of protective conditions and signed certifications from 
each individual for whom UPS sought access. See UPS Motion for Access at 1-2. 
 
In response, the Postal Service urged UPS to withdraw its request for materials that include 
information related to third -party foreign postal operators. Response to UPS Motion for 
Access at 1. The Postal Service stated that the disclosure of the non-public information 
would place the data of these third-party postal operators at an unfair competitive risk. Id. 
at 2. 
 
4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÆÉÒÓÔ ÆÏÕÎÄ ÔÈÁÔ 503ȭÓ ÍÏÔÉÏÎ ÓÁÔÉÓÆÉÅÄ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÒÕles for seeking 
access to non-public information. Order No. 5829 at 7-10; 39 C.F.R. § 3011.301. The 
Commission also found that the Postal Service and third-party concerns are mitigated by 
the numerous protective conditions and prohibitions on improper disclosure of non-public 
information. Order No. 5829 at 12-13. 4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÓÔÁÔÅÄ ÔÈÁÔ ȰÄÅÎÙÉÎÇ ÁÃÃÅÓÓ ÔÏ ÎÏÎ-
public materials would significantly restrict the ability of interested persons to comment 
ÏÎ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÏÍÐÌÉÁÎÃÅ ÕÎÄÅÒ ÔÈÅ 0!%!Ȣȱ Id. at 13. Ȱ(ÁÖÉÎÇ ÂÁÌÁÎÃÅÄ ÔÈÅ ÐÕÂÌÉÃ 
ÉÎÔÅÒÅÓÔ ÉÎ ÔÈÅ ÆÉÎÁÎÃÉÁÌ ÔÒÁÎÓÐÁÒÅÎÃÙ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÁÇÁÉÎÓÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 
claims of commercial harm,ȱ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÇÒÁÎÔÅÄ 503ȭÓ ÍÏÔÉÏÎ ÆÏÒ ÁÃÃÅÓÓȢ Id. at 14. 

 Requests for Additional Information 
Twenty-six #ÈÁÉÒÍÁÎȭÓ )ÎÆÏÒÍÁÔÉÏÎ 2ÅÑÕÅÓÔÓ ɉ#()2ÓɊ ÁÎÄ ÏÎÅ #ÏÍÍÉÓÓÉÏÎ )ÎÆÏÒÍÁÔÉÏÎ 
Request (CIR) were issued with respect to the ACR from January 8, 2021, to March 25, 
2021. The Postal Service responded to the CHIRs, often filing supplemental information in 
support of the responses.19 
 
Steve Hutkins (Hutkins)  filed a motion for issuance of information requests.20 The Postal 
Service opposed the motion.21 Subsequent CHIRs were issued based on Hutkinsȭ motion.22 
 
UPS filed a motion for issuance of information requests on January 21, 2021.23 
Subsequently, a CHIR was issued based on this motion. CHIR No. 9. 
 
 

                                                        
19 {ŜǾŜǊŀƭ ƻŦ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ /ILw ǊŜǎǇƻƴǎŜǎ ǿŜǊŜ ŀŎŎƻƳǇŀƴƛŜŘ ōȅ Ƴƻǘƛƻƴǎ ǊŜǉǳŜǎǘƛƴƎ ƭŀǘŜ ŀŎŎŜǇǘŀƴŎŜΦ E.g., Motion of the United States 
Postal Service for Late Acceptance of Responses to Questions 1, 4, 5, тΣ ŀƴŘ у ƻŦ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ пΣ WŀƴǳŀǊȅ нфΣ нлнмΦ 9ŀŎƘ 
ƻŦ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ Ƴƻǘƛƻƴǎ ŦƻǊ ƭŀǘŜ ŀŎŎŜǇǘŀƴŎŜ ƛǎ ƎǊŀƴǘŜŘΦ 

20 Motion for Issuance of Information Request, January 19, 2021. 

21 Answer of the United States Postal Service in Opposiǘƛƻƴ ǘƻ {ǘŜǾŜ IǳǘƪƛƴǎΩ aƻǘƛƻƴ ŦƻǊ LǎǎǳŀƴŎŜ ƻŦ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘΣ WŀƴǳŀǊȅ нсΣ нлнмΦ 

22 See, e.gΦΣ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ сΣ WŀƴǳŀǊȅ нуΣ нлнм ό/ILw bƻΦ сύΤ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ ф ŀƴŘ bƻǘƛŎŜ ƻŦ Cƛling 
Under Seal, February 1, 2021 (CHIR No. 9). 

23 Motion of United Parcel Service, Inc. for Issuance of Information Request to the United States Postal Service, January 21, 2021. 
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CHAPTER II. MARKET DOMINANT 
PRODUCTS: PRICING REQUIREMENTS 

 Introduction 
The PAEA introduced three pricing requirements for Market Dominant products: a 
class-level price cap based upon changes in the consumer price index for all urban 
consumers (CPI-U), 39 U.S.C. § 3622(d)(2)(A), a cap on workshare discounts, id. 
§ 3622(e)(2), and a cap on preferred rates, id. § 3626 (a)(4) to (7). Chapter II. discusses 
these requirements. 

 The Class-Level Price Cap 
The Commission approved price adjustments that went into effect during FY 2020, which 
complied with the price cap provision, in accordance with 39 C.F.R. § 3030.128.24 

 Workshare Discounts 
Workshare discounts provide reduced prices for mail that is prepared or entered in a 
manner that avoids certain activities the Postal Service would otherwise have to perform. 
These discounts are based on the estimated avoided costs that result from the mailer 
performing the activity instead of the Postal Service. 39 U.S.C. § 3622(e)(2) directs the 
Commission to ensure that workshare discounts do not exceed the costs the Postal Service 
avoids as a result of the worksharing activity. The statute provides four exceptions to this 
requirement. See 39 U.S.C. §§ 3622(e)(2)(A) to (D). 
 
As it has in past years, the Association for Postal Commerce (PostCom) expresses the view 
ÔÈÁÔ ȰÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÁÎÄ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÁÒÅ ÓÏ ÆÏÃÕÓÅÄ ÏÎ ÌÉÍÉÔÉÎÇ ÐÁÓÓÔÈÒÏÕÇÈÓ ÔÏ ρππ 
[percent] of avoided costs that they are ignoring the practical realities of both the 
calculation of avoided costs and the processing and entry of mail and driving discounts to 
ÌÅÓÓ ÅÆÆÉÃÉÅÎÔ ÌÅÖÅÌÓȢȱ25 )Î 0ÏÓÔ#ÏÍȭÓ ÖÉÅ×ȟ 
 

Despite estimated passthroughs that exhibit considerable 
volatility due to methodological changes, postal inefficiency, and 
normal variation the Postal Service and the Commission continue 
to use only one technique ɀ higher prices ɀ to attempt compliance 
with one specific component of [the] PAEA while perennial failure 

                                                        
24 See Docket No. R2020-1, Order on Price Adjustments for USPS Marketing Mail, Periodicals, Package Services, and Special Services Products 
and Related Mail Classification Changes, November 22, 2019 (Order No. 5321). 

25 Comments of the Association for Postal Commerce, February 1, 2021, at 2 (PostCom Comments); Comments of the Association for Postal 
Commerce, January 30, 2020, at 2. 
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on efficiency and service performance is met with indifference 
and inaction. 

 
PostCom Comments at 2. PostCom maintains that section 3622(e) does not establish an 
absolute requirement that workshare discounts may never exceed 100 percent of avoided 
costs, and that by enforcing this policy, the Commission is discouraging efficient mail 
preparation, entry, and processing. Id. at 3. PostCom states that passthroughs less than 100 
percent must be considered and balanced with those that exceed 100 percent of avoided 
costs. Id. at 3-5. PostCom also argues that there is no legal justification for requiring the 
Postal Service to reduce excessive workshare discounts which are justified pursuant to 
39 U.S.C. § 3622(e)(2)(D) based on operational efficiency. Id. at 5. 
 
The Commission analyzes workshare discounts to determine whether they comply with 
applicable statutory provisions. Section 3653(b)(1) of Title 39, requires the Commission to 
ÂÁÓÅ ÉÔÓ ÄÅÔÅÒÍÉÎÁÔÉÏÎÓ ÏÎ ÔÈÅ ÒÁÔÅÓ ÁÎÄ ÆÅÅÓ ȰÉÎ ÅÆÆÅÃÔȱ ÄÕÒÉÎÇ &9 ςπςπȢ 4ÈÅ ÅÎÄ ÏÆ ÙÅÁÒ 
prices in effect in FY 2020 were the prices approved in Docket No. R2020-1. Therefore, the 
discounts evaluated for compliance in FY 2020 are the Docket No. R2020-1 prices. The 
Commission finds that workshare discounts that were not greater than the associated 
avoided costs were in compliance for FY 2020. 
 
The Commission reiterates that section 3622(e) of Title 39 specifically prohibits only 
workshare discounts that exceed avoided costs (unless a statutory exception applies); the 
statute does not prohibit workshare discounts that are set below avoided costs. 
Nevertheless, as the Commission has previously acknowledged, although passthroughs set 
below 100 percent may be lawful, they send inefficient pricing signals to mailers.26 
Passthroughs set as close as possible to 100 percent of avoided costs promote pricing 
efficiency, lower the total combined costs for mailers and the Postal Service, and encourage 
ÔÈÅ ÒÅÔÅÎÔÉÏÎ ÁÎÄ ÇÒÏ×ÔÈ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÍÏÓÔ ÐÒÏÆÉÔÁÂÌÅ ÐÒÏÄÕÃÔÓȢ 
 
In instances where the Commission finds that discounts set above avoided costs are 
nonetheless lawful because they promote operational efficiency (39 U.S.C. § 
3622(e)(2)(D)), the Commission encourages the reduction of those discounts to promote 
pricing efficiency. If the operational efficiency results in cost savings to the Postal Service, 
the Postal Service should quantify the impact of the operational efficiency in its cost 
avoidance models. 
 
The Commission recently adopted new worksharing rules that require the Postal Service to 
improve the pricing efficiency of workshare discounts. See Order No. 5763 at 198-225; see 
also 39 C.F.R. §§ 3030.280 et seq. The rationale for the changes to the worksharing rules, 
along with relevant exceptions, have been extensively discussed in Order No. 5763. The 
Postal Service and several commenters discuss the application of the new rules as they 

                                                        
26 See, e.g., Docket No. ACR2017, Annual Compliance Determination, March 29, 2018, at 15 (FY 2017 ACD); Docket No. ACR2018, Annual 
Compliance Determination, April 12, 2019, at 13 (FY 2018 ACD); FY 2019 ACD at 13. 
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relate to certain products.27 However, in this Report, the Commission reviews the 
workshare discounts according to the statutory provisions and Commission regulations in 
effect during FY 2020, and where appropriate, encourages the Postal Service to set 
discounts as close as possible to avoided costs. 
 
Accordingly, the sections below review for each class of mail workshare discounts that are 
greater than the avoided costs associated with the discounts. 

 First-Class Mail 
One First-Class Mail workshare discount exceeded the avoided costs of the corresponding 
mailer worksharing activity in FY 2020: Automation Mixed Automated Area Distribution 
Center (AADC) Letters. Table II-1 identifies that passthrough. 
 

Table II-1 
First-Class Presorted Letters/Cards 

Workshare Discounts and Benchmarks 
 

Source: Library Reference PRC-LR-ACR2020-3. 

a. Automation Mixed AADC Letters 

In FY 2020, the passthrough for Automation Mixed AADC Letters was 117.3 percent. 
FY 2020 ACR at 9. This passthrough was 107.5 percent in FY 2019. FY 2019 ACD at 14. The 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÓÔÁÔÅÓ ÔÈÁÔ ȰɍÔɎÈÉÓ ÉÎÃÒÅÁÓÅ ×ÁÓ ÄÕÅ ÔÏ Á ÓÉÇÎÉÆÉÃÁÎÔ ÄÅÃÒÅÁÓÅ ÉÎ ÔÈÅ ÃÏÓÔ 
avoidance, which fell from 6.7 cents to 5.2 cents, a deÃÌÉÎÅ ÏÆ ςςȢτ ÐÅÒÃÅÎÔȢȱ &9 ςπςπ !#2 
at 9. The Postal Service does not provide a justification for this passthrough, pursuant to 
39 U.S.C. § 3622(e)(2). However, the Postal Service states that it intends to recommend to 
the Governors that this discount be realigned towards its cost avoidance in the next Market 
Dominant price case. Id. 
 
Both PostCom and the Public Representative comment on the Automation Mixed AADC 
Letter workshare discount passthrough. PostCom Comments at 4; PR Comments at 93. 

                                                        
27 See, e.g., FY 2020 ACR at 9, 17, 18; PostCom Comments at 4; Comments of the National Association of Presort Mailers, February 1, 2021, at 
2-4 (NAPM Comments); Comments of Pitney Bowes Inc., February 1, 2021, at 2-3 (Pitney Bowes Comments); Public Representative Comments, 
February 2, 2021, at 90-91 (PR Comments). The Public Representative filed a Motion of the Public Representative for Late Acceptance of 
Comments, February 2, 2021 (PR Motion). The PR Motion is granted. 

28 Section 3622(e) of Title 39 provides exceptions to the general requirement that workshare discounts must not exceed avoided costs. 

Type of Worksharing 
(Benchmark) 

FY 2020 

End-of-
Year 

Discount 
($) 

Avoided 
Cost ($) 

Passthrough  

Postal Service 
Justification 
Under 39 U.S.C. 
§ 3622(e)(2)28 

First-Class Mail Automation Letters: Barcoding & Presorting 

Automation Mixed AADC Letters 0.061 0.052 117.3% None 
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PostCom suggesÔÓ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÉÎÔÅÎÔÉÏÎ ÔÏ ÂÒÉÎÇ ÔÈÅ ÐÁÓÓÔÈÒÏÕÇÈ ÄÏ×Î 
ÔÏ×ÁÒÄÓ ρππ ÐÅÒÃÅÎÔ ȰÖÉÔÉÁÔÅÓ ÔÈÅ ÐÒÅÄÉÃÔÁÂÉÌÉÔÙ ÏÆ ÐÒÉÃÉÎÇ ÉÎÔÅÎÄÅÄ ÂÙ 0!%! ÁÎÄ ÓÕÇÇÅÓÔÓ 
that USPS maintains an asymmetrical view of worksharing that is at odds with Order 
υχφσȢȱ 0ÏÓÔ#ÏÍ Comments at 4. The Public Representative notes that the Postal Service 
ÄÏÅÓ ÎÏÔ ÐÒÏÖÉÄÅ Á ÓÔÁÔÕÔÏÒÙ ÊÕÓÔÉÆÉÃÁÔÉÏÎ ÂÕÔ ÉÎÓÔÅÁÄ ȰÐÒÏÐÏÓÅÓ ÔÏ ÕÔÉÌÉÚÅ ÔÈÅ ÎÅ× 
regulations, effective this month, to either reduce this passthrough by 20 percent in the 
next MarkeÔ $ÏÍÉÎÁÎÔ ÒÁÔÅ ÃÁÓÅȟ ÏÒ ÆÉÌÅ Á ×ÁÉÖÅÒ ÆÒÏÍ ÔÈÉÓ ÒÅÑÕÉÒÅÍÅÎÔȢȱ 02 #ÏÍÍÅÎÔÓ ÁÔ 
93. For this reason, he states that the Postal Service does not need to take any further 
action to reduce this excessive passthrough at this time. Id. 
 
The Commission finds that the Automation Mixed AADC Letters discount exceeded avoided 
costs in FY 2020. The Commission finds that no further action is required for the Automation 
Mixed AADC Letters discount as the Postal Service intends to realign it with cost avoidance in 
the next Market Dominant price case. 

b. Workshare Discounts that Passthrough less than 100 
Percent of Avoided Costs 

National Association of Presort Mailers (NAPM), National Postal Policy Council (NPPC), and 
Pitney Bowes comment on First-Class Mail workshare discounts with passthroughs below 
100 percent of avoided costs.29 NAPM comments that, when passthroughs are significantly 
ÂÅÌÏ× ρππ ÐÅÒÃÅÎÔȟ -ÁÉÌ 3ÅÒÖÉÃÅ 0ÒÏÖÉÄÅÒÓ ɉ-30ÓɊ ȰÁÒÅ ÎÏÔ ÂÅÉÎÇ ÆÁÉÒÌÙ ÃÏÍÐÅÎÓÁÔÅÄ ÆÏÒ ÔÈÅ 
work they are performing for the [Postal Service], and the [Postal Service] is not fully 
ÉÎÃÅÎÔÉÎÇ ÐÒÅÐÁÒÁÔÉÏÎ ÏÆ ÔÈÅ ÍÏÓÔ ÅÆÆÉÃÉÅÎÔ ÍÁÉÌ Ȣ Ȣ Ȣ Ȣȱ .!0- #ÏÍÍÅÎÔÓ ÁÔ σ-4. NPPC agrees, 
maintaining that a discount with lower passthroughs, such as 5-Digit Automation, 
ȰÅÎÃÏÕÒÁÇÅÓ ÔÈÅ ÉÎÅÆÆÉÃÉÅÎÔ ÅÎÔÒÙ ÏÆ ÍÁÉÌȠ ÉÔ encourages inefficient postal operations, and it 
ÐÅÎÁÌÉÚÅÓ ÍÏÒÅ ÅÆÆÉÃÉÅÎÔ ÐÒÉÖÁÔÅ ÍÁÉÌ ÐÒÅÐÁÒÁÔÉÏÎ ÆÉÒÍÓȢȱ .00# 2ÅÐÌÙ #ÏÍÍÅÎÔÓ ÁÔ σȢ 0ÉÔÎÅÙ 
"Ï×ÅÓ ÓÔÁÔÅÓ ÔÈÁÔ ȰɍÉɎÍÐÌÅÍÅÎÔÁÔÉÏÎ ÏÆ ÔÈÅ ÎÅ× ×ÏÒËÓÈÁÒÅ ÒÕÌÅÓ ×ÉÌÌ ÈÅÌÐ ÔÈÅ 0ÏÓÔÁÌ 
Service encourage more efficient mail preparation, reduce its own costs, and improve its 
financial stability by requiring that the 5-Digit Automation Letters workshare discount is 
ÍÏÖÅÄ ÃÌÏÓÅÒ ÔÏ ÔÈÅ ÆÕÌÌ ÃÏÓÔ ÁÖÏÉÄÅÄȢȱ 0ÉÔÎÅÙ "Ï×ÅÓ #ÏÍÍÅÎÔÓ ÁÔ ςȢ 
 
In this proceeding, the Commission evaluates workshare discounts for compliance with 
applicable statutory provisions. The Commission finds the discounts for First-Class Mail, 
except for Automation Mixed AADC Letters discount discussed above, were less than avoided 
costs and were thus consistent with 39 U.S.C. § 3622(e) in FY 2020. 

 Periodicals 
In FY 2020, only two Outside County Periodicals workshare discounts exceeded the 
avoided cost of the corresponding mailer worksharing activity. Table II-2 identifies those 
two passthroughs. 

                                                        
29 NAPM Comments at 2-4; Reply Comments of the National Postal Policy Council, February 12, 2021, at 3 (NPPC Reply Comments); Pitney 
Bowes Comments at 2. 
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Table II-2 
Periodicals Workshare Discounts Exceeding Avoided Costs30 

 

 
The Postal Service justifies these discounts on the basis of 39 U.S.C. § 3622(e)(2)(C), which 
authorizes workshare discounts greater than avoided costs if provided in connection with a 
subclass that consists exclusively of mail matter with educational, cultural, scientific, or 
informational (ECSI) value. FY 2020 ACR at 29. 
 
No comments were received about these excessive discounts.32 
 
The Commission finds that the Machinable Nonautomation 3-Digit/SCF Flats and Machinable 
Automation 3-Digit/SCF Flats discounts were adequately justified pursuant to 39 U.S.C. § 
3622(e)(2)(C) in FY 2020. 

 USPS Marketing Mail 
Six USPS Marketing Mail workshare discounts exceeded the avoided costs of the 
corresponding mailer workshare activity in FY 2020. These six workshare discounts are in 
the Parcels and Carrier Route products, which are identified in Table II-3 and discussed 
individually in this section. 
  

                                                        
30 The Periodicals pricing structure differs from the other Market Dominant classes, in that it includes piece, pound, bundle, and container 
elements. See Library Reference PRC-LR-ACR2020-5 for a comprehensive display of all Periodicals prices and worksharing relationships for 
FY 2020. 

31 Section 3622(e) of Title 39 provides exceptions to the general requirement that workshare discounts must not exceed avoided costs. 

32 The Public Representative noted that excessive passthroughs for Periodicals are consistent with 39 U.S.C. § 3622(e)(2)(C) and therefore, he 
did not address them in his comments. PR Comments at 91 n.159. 

Type of Worksharing 

FY 2020 

End-of-
Year 

Discount 
($) 

Avoided 
Cost ($) 

Passthrough 

Postal Service 
Justification 
Under 39 U.S.C. 
§ 3622(e)(2)31 

Periodicals Outside County: Presorting (dollars / piece) 

Machinable Nonautomation 3-Digit/Sectional Center Facility 
(SCF) Flats 

0.056 0.055 101.8% ESCI 

Machinable Automation 3-Digit/SCF Flats 0.048 0.046 104.3% ECSI  
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Table II-3 
USPS Marketing Mail Workshare Discounts Exceeding Avoided Costs33 

 

Source: Library Reference PRC-LR-ACR2020-4. 

 
Pitney Bowes suggests that workshare discounts for AADC Letters and 5-Digit Automation 
Letters should be set closer to their avoided costs, noting that these discounts are currently 
set below their avoided costs. Pitney Bowes Comments at 2-3. Pitney Bowes notes the new 
workshare rules will require the Postal Service to set workshare discounts consistent with 
efficient component pricing (ECP).35 Pitney Bowes additionally suggests the waiver process 
under the new rules should only be used under exceptional circumstances. Pitney Bowes 
Comments at 3. 
 
.!0- ÁÌÓÏ ÓÕÐÐÏÒÔÓ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÕÓÅ ÏÆ ÉÔÓ ÐÒÉÃÉÎÇ ÆÌÅØÉÂÉÌÉÔÙ ÔÏ ÁÃÈÉÅÖÅ %#0Ȣ .!0- 
at 2-3. NAPM notes that workshare discounts set below 100 percent of their avoided costs 
discourage mailers from making investments in mail preparation technologies. Id. NAPM 
hopes that the new rules on passthroughs will reduce Postal Service costs and add value 
through activities performed by mail service providers. Id. at 4. 
 

                                                        
33 In FY 2020, all USPS Marketing Mail commercial and nonprofit discounts were equal. See, e.g., Docket No. R2013-1, Order on Standard Mail 
Rate Adjustments and Related Mail ClassifiŎŀǘƛƻƴ /ƘŀƴƎŜǎΣ 5ŜŎŜƳōŜǊ ммΣ нлмнΣ ŀǘ у όhǊŘŜǊ bƻΦ мртоύ όάώ5ϐƛǎǇŀǊƛǘƛŜǎ ōŜǘǿŜŜƴ ŎƻƳƳŜǊŎƛŀƭ ŀƴŘ 
ƴƻƴǇǊƻŦƛǘ ŘƛǎŎƻǳƴǘǎ ŀǊŜ ƛƳǇŜǊƳƛǎǎƛōƭŜ ǳƴƭŜǎǎ ǎǳǇǇƻǊǘŜŘ ōȅ ŀ Ǌŀǘƛƻƴŀƭ ƧǳǎǘƛŦƛŎŀǘƛƻƴ ǘƘŀǘ ǘƘŜ ŘƛŦŦŜǊŜƴǘƛŀƭ ǘǊŜŀǘƳŜƴǘ ƛǎ ΨǎǇŜŎƛŦƛŎŀƭƭȅ ŀǳǘƘƻǊƛȊŜŘΩ ōȅ 
another sectiƻƴ ƻŦ ǘƘŜ ǎǘŀǘǳǘŜΦέ όŎƛǘŀǘƛƻƴ ƻƳƛǘǘŜŘύύΦ 

34 Section 3622(e) of Title 39 provides exceptions to the general requirement that workshare discounts must not exceed avoided costs. Of 
specific relevance in this section are 39 U.S.C. § 3622(e)(2)(B), which provideǎ ŀƴ ŜȄŎŜǇǘƛƻƴ ƛŦ άǘƘŜ ŀƳƻǳƴǘ ƻŦ ǘƘŜ ŘƛǎŎƻǳƴǘ ŀōƻǾŜ Ŏƻǎǘǎ ŀǾƻƛŘŜŘ Φ 
Φ Φ ƛǎ ƴŜŎŜǎǎŀǊȅ ǘƻ ƳƛǘƛƎŀǘŜ ǊŀǘŜ ǎƘƻŎƪ ώ ϐ ŀƴŘ Φ Φ Φ ǿƛƭƭ ōŜ ǇƘŀǎŜŘ ƻǳǘ ƻǾŜǊ ǘƛƳŜώΣϐέ ŀƴŘ оф ¦Φ{Φ/Φ Ϡ осннόŜύόнύό5ύΣ ǿƘƛŎƘ Ǉrovides an exception if 
ǘƘŜ άǊŜŘǳŎǘƛƻƴ ƻǊ ŜƭƛƳƛƴŀǘƛƻƴ ƻŦ ǘƘŜ ŘƛǎŎƻǳƴǘ ǿƻǳƭŘ ƛƳǇŜŘŜ ǘƘŜ ŜŦŦƛŎƛŜƴǘ ƻǇŜǊŀǘƛƻƴ ƻŦ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΦέ 

35 See id.; see also 39 C.F.R. §§ 3030.280 through 286 (showing new rules for workshare discounts). 

Product 

End-of- 
Year 

Discount ($) 
Avoided 
Cost ($) 

Current 
Passthrough 

Postal Service 
Justification 
Under 39 U.S.C. § 
3622(e)(2)34 

USPS Marketing Mail Parcels         

Network Distribution Center (NDC) 
Machinable Barcoded Parcels 0.412 0.362 114% None 

Mixed NDC Machinable Barcoded Parcels 0.049 0.043 114% None 

Mixed NDC Irregular Barcoded Parcels 0.049 0.043 114% None 

NDC Marketing Parcels 0.362 0.301 120% None 

Mixed NDC Barcoded Marketing Parcels 0.049 0.043 114% None 

USPS Marketing Mail Carrier Route         

Destination Sectional Center Facility (DSCF) 
Carrier Route Letters 0.029 0.027 107% None 
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0ÏÓÔ#ÏÍ ÁÌÓÏ ÓÕÇÇÅÓÔÓ ÔÈÁÔ ȰÃÕÓÔÏÍÅÒÓ ÃÈÏÏÓÉÎÇ destination entry may be buying 
something different ɀ greater service reliability ɀ ÔÈÁÎ ÔÈÏÓÅ ÃÈÏÏÓÉÎÇ ÏÒÉÇÉÎ ÅÎÔÒÙȢȱ 
PostCom Comments at 3. 
 
The Commission encourages the Postal Service to set all workshare discounts as close as 
possible to avoided costs ÉÎ ÏÒÄÅÒ ÔÏ ÓÅÎÄ ÅÆÆÉÃÉÅÎÔ ÐÒÉÃÉÎÇ ÓÉÇÎÁÌÓȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÎÅ× ÒÕÌÅÓ 
contain both a floor and a ceiling on future passthroughs, which will require the Postal 
Service to set workshare discounts closer to their avoided costs.36 

a. Parcels 

As shown in Table II-3, five workshare discounts for Marketing Mail Parcels exceeded 
avoided costs in FY 2020. These are NDC Machinable Barcoded Parcels, Mixed NDC 
Machinable Barcoded Parcels, Mixed NDC Irregular Barcoded Parcels, NDC Marketing 
Parcels, and Mixed NDC Barcoded Marketing Parcels. These discounts are discussed below. 
All remaining discounts offered for Parcels were less than avoided costs, and thus were 
consistent with 39 U.S.C. § 3622(e). 

 Mixed NDC Machinable Barcoded Parcels, Mixed NDC 
Irregular Barcoded Parcels, and Mixed NDC Barcoded 
Marketing Parcels 

Mixed NDC Machinable Barcoded Parcels, Mixed NDC Irregular Barcoded Parcels, and 
Mixed NDC Barcoded Marketing Parcels each had a passthrough of 114.0 percent in 
FY 2020, an improvement from 131.7 percent in FY 2019. FY 2020 ACR at 17. In Docket 
No. R2021-1, the Postal Service reduced each of these discounts such that their 
corresponding passthroughs are 95.3 percent after implementation of these rates, using 
the most recently available FY 2020 costs. Id. The Postal Service asserts that, accordingly, 
no further action is necessary to bring these passthroughs into compliance with the statute. 
Id. The Postal Service did not identify any statutory exception to justify these excessive 
passthroughs. 
 
The Public RepresentÁÔÉÖÅ ÎÏÔÅÓ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÐÌÁÎ ÔÏ ÒÅÄÕÃÅ ÔÈÅ ÐÁÓÓÔÈÒÏÕÇÈÓ 
for Mixed NDC Machinable Barcoded Parcels in the next Market Dominant rate case or seek 
appropriate waiver would comply with 39 C.F.R. §§ 3030.283 through 3030.284, and 
39 C.F.R. § 3030.286. PR Comments at 94. 
 
The Commission finds the Mixed NDC Machinable Barcoded Parcels, Mixed NDC Irregular 
Barcoded Parcels, and Mixed NDC Barcoded Marketing Parcels passthroughs were not 
adequately justified pursuant to 39 U.S.C. § 3622(e)(2) in FY 2020. Due to the discount 
approved in Docket No. R2021-1, which is set below avoided costs, the Commission finds that 
no further action is necessary to bring these passthroughs into compliance in FY 2021. 

                                                        
36 See 39 C.F.R. § 3030.283 (restricting workshare discounts above 100 percent) and 39 C.F.R. § 3030.284 (restricting workshare discounts below 
85 percent). 
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 NDC Machinable Barcoded Parcels and NDC Marketing 
Parcels 

NDC Machinable Barcoded Parcels and NDC Marketing Parcels had passthroughs of 113.8 
percent and 120.3 percent, respectively. FY 2020 ACR at 17-18. The Postal Service notes 
both discounts saw increases in their avoided costs in FY 2020. Id. In Docket No. R2021-1, 
the Postal Service set each of these discounts such that their corresponding passthroughs 
are projected to be 117.4 percent and 157.5 percent, respectively. Id. The Postal Service 
intends to realign these discounts with their avoided costs in the next Market Dominant 
rate case or seek appropriate waiver under 39 C.F.R. § 3030.286. Id. The Postal Service did 
not identify any statutory exception to justify these excessive passthroughs. 
 
4ÈÅ 0ÕÂÌÉÃ 2ÅÐÒÅÓÅÎÔÁÔÉÖÅ ÎÏÔÅÓ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÏÍÍÉtment to reducing the 
passthrough to below 100 percent in the next market dominant rate case or seek a waiver 
ÕÎÄÅÒ ÔÈÅ ÎÅ× ÒÕÌÅÓ ÁÄÄÉÔÉÏÎÁÌÌÙ ÓÁÔÉÓÆÉÅÓ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÐÒÉÏÒ ÁÐÐÒÏÁÃÈ ÏÆ ÒÅÑÕÉÒÉÎÇ Á 
commitment to reducing excessive passthroughs by 10 percent. Id. at 95. He concludes that 
no further action is necessary at this time. Id. 
 
The Commission finds that NDC Machinable Barcoded Parcels and NDC Marketing Parcels 
were not adequately justified pursuant to 39 U.S.C. § 3622(e)(2) in FY 2020. The Commission 
expects the Postal Service to reduce this passthrough in the next Market Dominant price 
adjustment in compliance with 39 C.F.R. §§ 3030.280 through 3030.284, or to seek a waiver 
under 39 C.F.R. § 3030.286. 

b. Carrier Route 

One workshare discount for Carrier Route exceeded its avoided costs in FY 2020: 
 
¶ DSCF Dropship Letters 

In FY 2020, the passthrough for Carrier Route DSCF Dropship Letters was 107.4 percent, 
down from 133.3 percent in FY 2019. FY 2020 ACR at 18. In Docket No. R2021-1, the Postal 
Service reduced this discount such that its corresponding passthrough will drop to 88.9 
percent. Id. The Postal Service asserts that, accordingly, no further action is necessary to 
bring this passthrough into compliance with the statute. Id. The Postal Service did not 
identify any statutory exception to justify this excessive passthrough. 
 
Noting the reduction in the passthrough caused by the rate change, the Public 
Representative concludes that no further action is necessary at this time. PR Comments 
at 95. 
 
The Commission finds that the Carrier Route DSCF Dropship Letters passthrough was not 
adequately justified pursuant to 39 U.S.C. § 3622(e)(2) in FY 2020. Due to the discount 
approved in Docket No. R2021-1, which is set below avoided costs, the Commission finds that 
no further action is necessary for Carrier Route DSCF Dropship Letters to bring this 
passthrough into compliance in FY 2021. 
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 Package Services 
No Package Services workshare discounts exceeded the avoided costs of the corresponding 
mailer worksharing activity in FY 2020 and, therefore, all discounts were consistent with 
39 U.S.C. § 3622(e) in FY 2020. 
 
The Commission finds the discounts for Package Services were less than avoided costs and 
were thus consistent with 39 U.S.C. § 3622(e) in FY 2020. The Commission commends the 
Postal Service for using its pricing flexibility to ensure full compliance of this class in FY 2020. 
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CHAPTER III. MARKET DOMINANT 
PRODUCTS: OTHER RATE AND FEE 
COMPLIANCE ISSUES 

 Introduction 
Commenters raise other rate and fee compliance issues, including non-compensatory 
products and pricing issues related to cost coverage. 
 
This chapter begins with an analysis of non-compensatory products organized by class. It 
also includes a discussion of other issues raised by commenters. 

 Non-Compensatory Products 

 Periodicals 

a. Introduction 

The Periodicals class is comprised of two products, In-County37 and Outside County. 
Revenue for both of these products was insufficient to cover attributable costs in FY 2020. 
In FY 2020, the cost coverage of the Periodicals class continued its steady and persistent 
decline. The overall class cost coverage fell to an all-time low of 56.9 percent. Below, the 
Commission discusses the FY 2020 financial results for Periodicals in more detail and then 
reviews the Postal 3ÅÒÖÉÃÅȭÓ 0ÅÒÉÏÄÉÃÁÌÓ 0ÒÉÃÉÎÇ 2ÅÐÏÒÔ ÆÉÌÅÄ ÉÎ ÒÅÓÐÏÎÓÅ ÔÏ Á &9 ςπρω !#$ 
directive. In addition, the Commission discusses Periodicals cost and service issues in 
Chapter VI. 
 
The Commission encourages the Postal Service to improve the cost coverage of Periodicals 
by reducing costs and implementing price changes to send efficient price signals. 
Therefore, in FY 2021, the Commission will continue to require the Postal Service to report 
on its efforts to reduce costs, as discussed in Chapter VI. The Commission also directs the 
Postal Service to file, in the FY 2021 ACR, a FY 2021 Periodicals Pricing Report that 
analyzes the impact of the Docket No. R2021-1 price adjustment. 

                                                        
37 The In-County product is typically used by smaller circulation weekly newspapers for distribution within the county of publication. 
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b. Previous ACD Directives 

The Periodicals class has consistently failed to cover costs, and the Commission has 
repeatedly encouraged the Postal Service to improve Periodicals cost coverage.38 Beginning 
with the FY 2015 ACD, the Commission has directed the Postal Service to file a Periodicals 
Pricing Report that analyzes how pricing decisions impact cost, contribution, and revenue. 
FY 2015 ACD at 23-24. 
 
In FY 2015, the Commission also directed the Postal Service to develop a plan to measure, 
track, and report on cost and service issues related to flat-shaped products. Id. at 181. The 
Postal ServiceȭÓ ÒÅÓÐÏÎÓÅ ÔÏ ÔÈÅ &9 ςπρυ ÄÉÒÅÃÔÉÖÅȟ ÁÎÄ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÓÕÂÓÅÑÕÅÎÔ 
rulemaking, is discussed in more detail in Chapter VI. of this Report. 

c. FY 2020 Financial Results 

The cost coverage for Periodicals decreased from 64.0 percent in FY 2019 to 56.9 percent 
in FY 2020. As Figure III-1 illustrates, Periodicals cost coverage continues to decline, 
resulting in a cumulative negative contribution of almost $8.2 billion from FY 2007 to 
FY 2020. Note that the contribution in FY 2016 (blue bar) is the cumulative negative 
contribution from FY 2007 to FY 2016 and the cumulative negative contribution continued 
to accumulate from FY 2016 to FY 2020. 
  

                                                        
38 See, e.g., Docket No. ACR2009, Annual Compliance Determination, March 29, 2010, at 75 (FY 2009 ACD); Docket No. ACR2010, Annual 
Compliance Determination, March 29, 2011, at 94 (FY 2010 ACD); Docket No. ACR2011, Annual Compliance Determination, March 28, 2012, 
at 105-106 (FY 2011 ACD); Docket No. ACR2012, Annual Compliance Determination, March 28, 2013, at 95-97 (FY 2012 ACD); Docket No. 
ACR2013, Annual Compliance Determination, March 27, 2014, at 44-45 (FY 2013 ACD); Docket No. ACR2014, Annual Compliance Determination, 
March 27, 2015, at 40-41 (FY 2014 ACD); Docket No. ACR2015, Annual Compliance Determination, March 28, 2016, at 50-51 (FY 2015 ACD); 
Docket No. ACR2016, Annual Compliance Determination, March 28, 2017, at 47-48 (FY 2016 ACD); FY 2017 ACD at 50; FY 2018 ACD at 46; 
FY 2019 ACD at 25. 
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Figure III-1 
Periodicals Annual and Cumulative Contribution and Cost Coverage, FY 2016ςFY 202039 

 

 

Source: Library Reference PRC-LR-ACR2020-5. 

 
Unit revenue for the Periodicals class as a whole decreased from 25.8 cents in FY 2019 to 
25.6 cents in FY 2020. FY 2020 ACR at 28. However, unit attributable cost40 increased from 
40.3 cents to 44.9 cents during the same period.41 See Library Reference PRC-LR-ACR2020-
5. The 0.8 percent decrease in unit revenue coupled with the 11.5 percent increase in unit 
cost caused unit contribution to decline in FY 2020. Id. Figure III-2 details the unit cost, 
revenue, and contribution for Periodicals as a whole from FY 2016 to FY 2020. 
  

                                                        
39 Complete FY 2007 to FY 2020 Periodicals data can be found in Library Reference PRC-LR-ACR2020-5. 

40 In this Report, attributable cost means incremental cost. See Docket No. RM2016-нΣ hǊŘŜǊ /ƻƴŎŜǊƴƛƴƎ ¦ƴƛǘŜŘ tŀǊŎŜƭ {ŜǊǾƛŎŜΣ LƴŎΦΩǎ tǊƻǇƻǎŜŘ 
Changes to Postal Service Costing Methodologies (UPS Proposals One, Two, and Three), September 9, 2016, at 125 (Order No. 3506). The 
attributable cost for years before FY 2016 reflect the accepted methodology for those years and has not been recalculated. 

41 The changes in unit attributable cost for Outside County Periodicals are discussed in detail below. 
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Figure III-2 
Periodicals Unit Cost, Revenue, and Contribution, FY 2016ςFY 202042 

 

 

Source: Library Reference PRC-LR-ACR2020-5. 

 

d. Comments on Periodicals 

4ÈÅ 0ÕÂÌÉÃ 2ÅÐÒÅÓÅÎÔÁÔÉÖÅ ÃÏÍÍÅÎÔÓ ÔÈÁÔ ÈÅ ȰÒÅÍÁÉÎÓ ÖÅÒÙ ÃÏÎÃÅÒned about the decline in 
0ÅÒÉÏÄÉÃÁÌÓ ÖÏÌÕÍÅÓ ÁÎÄ ÔÈÅ ÒÅÓÕÌÔÉÎÇ ÄÏ×Î×ÁÒÄ ÉÍÐÁÃÔ ÏÆ ÃÏÓÔ ÃÏÖÅÒÁÇÅÓȢȱ 02 #ÏÍÍÅÎÔÓ 
ÁÔ ρπψȢ (Å ÓÔÁÔÅÓ ÔÈÁÔ ȰɍÐɎÁÒÔÉÃÕÌÁÒ ÅÍÐÈÁÓÉÓ ÓÈÏÕÌÄ ÂÅ ÐÌÁÃÅÄ ÏÎ ÒÅÄÕÃÉÎÇ ÃÏÓÔÓ ÏÆ /ÕÔÓÉÄÅ 
County Periodicals since that product lost $730 million in FY 2020 compared to the $49 
million lost in the same period by In-#ÏÕÎÔÙ 0ÅÒÉÏÄÉÃÁÌÓȢȱ Id. 

e. Commission Analysis 

Since FY 2007, Periodicals volume declined 54.5 percent, total revenue declined 53.2 
percent, total attributable cost declined 31.8 percent, and the Periodicals class accumulated 
negative contribution of almost $8.2 billion. See Library Reference PRC-LR-ACR2020-5. In 
its review of the PAEA, the Commission noted that non-ÃÏÍÐÅÎÓÁÔÏÒÙ ÃÌÁÓÓÅÓ Ȱcontinue to 
hinder the achievement of Objective 1 (maximize incentives to increase pricing efficiency), 
Objective 5 (assure adequate revenues, including retained earnings, to maintain financial 
ÓÔÁÂÉÌÉÔÙɊȟ ÁÎÄ /ÂÊÅÃÔÉÖÅ ψ ɉÅÓÔÁÂÌÉÓÈ ÁÎÄ ÍÁÉÎÔÁÉÎ ÒÅÁÓÏÎÁÂÌÅ ÒÁÔÅÓɊȢȱ43 
 
As detailed in Figure III-2, from FY 2019 to FY 2020, unit revenue decreased by 0.8 percent 
and unit attributable cost increased by 11.5 percent. The widening gap between unit 
revenue and unit attributable cost resulted in a lower unit contribution and an increasing 

                                                        
42 Complete FY 2007 to FY 2020 Periodicals data can be found in Library Reference PRC-LR-ACR2020-5. 

43 Docket No. RM2017-3, Notice of Proposed Rulemaking for the System for Regulating Rates and Classes for Market Dominant Products, 
December 1, 2017, at 85 (Order No. 4258). 
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total negative contribution for Periodicals. To understand the contribution shortfall of 
Periodicals, the Commission analyzes Periodicals costs and Periodicals prices. 

 Unit Costs and FY 2020 Operational Initiatives to 
Reduce Costs 

In FY 2020, the Outside County product constituted 88.3 percent of all Periodicals volume 
and 94.4 percent of total Periodicals attributable cost.44 Figure III-3 shows that Outside 
County Periodicals unit attributable cost increased by 5.25 cents from FY 2019 to FY 2020. 
 

Figure III-3 
Change in Outside County Periodicals Unit Attributable Costs,45 FY 2016ςFY 202046 

 

 
Source: Library Reference PRC-LR-ACR2020-5. 

 
In FY 2020, the unit attributable costs increased for mail processing, delivery, and other 
costs.47 Because Periodicals is comprised of flat-shaped mail, the operational changes and 
initiatives designed to reduce flat-shaped mail costs described by the Postal Service as 
required by 39 C.F.R. § 3050.50 relate to Periodicals.48 As discussed further in Chapter VI., 
the Postal Service has been unable to quantify the expected impact of those operational 

                                                        
44 See PRC-LR-ACR2020-рΣ 9ȄŎŜƭ ŦƛƭŜ άC¸ нлнл /Iо tŜǊƛƻŘƛŎŀƭǎΦȄƭǎȄΦέ 

45 The figures in this tab do not include piggybacks. A majority of the other costs are piggybacked onto mail processing, delivery, and 
transportation. 

46 Complete FY 2007 to FY 2020 Periodicals data can be found in Library Reference PRC-LR-ACR2020-5. 

47 Other costs included in Figure III-3 include cost segments 1, 2, 8, 11, 12, 13, 15, 16, 17, 18, 19 and 20. 

48 See Library Reference USPS-FY20-45, December 29, 2020. 
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initiatives and changes.49 See Chapter VI. Therefore, the Commission is unable to determine 
the impact of these initiatives on the costs of Periodicals. However, the Commission notes 
that despite these initiatives the costs of handling Periodicals continue to increase. 
 
All of the Commission recommendations pertaining to reducing flats costs in Chapter VI. of 
this Report apply to Periodicals. In Chapter VI., the Commission reiterates its longstanding 
finding that despite numerous cost reduction initiatives designed to reduce flat-shaped mail 
ÃÏÓÔÓȟ ÔÈÅÓÅ ÃÏÓÔÓ ÃÏÎÔÉÎÕÅ ÔÏ ÒÉÓÅȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÉÓ ÖÅÒÙ ÃÏÎÃÅÒÎÅÄ ÂÙ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 
continued inability to reduce costs for Periodicals. The Commission also continues to be 
concerned with the lack of progress the Postal Service has made in its ability to quantify the 
cost savings of its initiatives. Without knowing the impact of its initiatives on the costs of 
Periodicals, it will be difficult for the Postal Service to reduce those costs. 

 Periodicals Pricing Efficiency 

In the FY 2019 ACD, the Commission directed the Postal Service to include an updated 
version of the Periodicals Pricing Report in its FY 2020 ACR. FY 2019 ACD at 32. The 
updated report was to include an analysis of how the pricing in Docket No. R2020-1 
impacted the cost, contribution, and revenue of Periodicals in FY 2020 and whether the 
new pricing improved the efficiency of Periodicals pricing in FY 2020.50 
 
The Postal Service states that the most significant changes to Periodicals pricing in Docket 
No. R2020-1 were the pricing signals for preparation of mail in sacks and trays. Periodicals 
Pricing Report at 3. The Postal Service originally sought to insulate small mailers from 
significant rate increases by pricing sacks below modeled cost, but over time, the Postal 
Service gradually increased the price of sacks so that the relative prices gave customers 
incentives that are better aligned with the costs incurred. Id. The Postal Service also 
observes that pricing incentives aimed at increasing carrier route pallets increased the 
proportion of mail with carrier route preparation. Id. The Commission notes that although 
mail processing costs for these pieces decreased by a small amount, other cost increases 
and a shift in the mail mix to less presorted categories resulted in no noticeable 
improvement in cost coverage for Periodicals mail as a whole. 
 
4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÒÅÐÏÒÔÓ ÔÈÁÔ ÔÈÅ ÃÏÎÔÁÉÎÅÒ ȰÐÒÅÐÁÒÁÔÉÏÎ ÐÒÏÆÉÌÅ ÏÆ /ÕÔÓÉÄÅ #ÏÕÎÔÙ 
Periodicals shows a shift to hiÇÈÅÒ ÃÏÓÔ ÐÒÅÐÁÒÁÔÉÏÎ ÃÈÁÒÁÃÔÅÒÉÓÔÉÃÓȢȱ Id. The Postal Service 
states that less mail qualified for SCF/Flats Sequencing System (FSS) Facility pallets and 
more mail was prepared on mixed area distribution center (MADC) pallets and in sacks. Id. 
The Postal Service asserts that when mailed volume declines, density declines, and in turn 
the volume qualifying for more finely presorted containers declines as well. Id. 
 

                                                        
49 The Docket No. RM2017-3 regulations require the Postal Service to provide new information and report on cost savings initiatives. The Postal 
Service is required to provide this information with its FY 2021 ACR. 

50 Id. The Postal Service filed this updated report as Library Reference USPS-FY20-44, December 29, 2020, Update to Periodicals Pricing Report 
(Periodicals Pricing Report). 
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4ÈÅ 0ÅÒÉÏÄÉÃÁÌÓ 0ÒÉÃÉÎÇ 2ÅÐÏÒÔ ÓÔÁÔÅÓ ÔÈÁÔ ȰɍÓɎÉÎÃÅ &9ςπρψȟ ÔÈÅ /ÕÔÓÉÄÅ #ÏÕÎÔÙ 0ÅÒÉÏÄÉÃÁÌÓ 
has seen a relative decline in mail presorted to carrier route, while the proportion of 5D, 
σ$ȟ !$# ÁÎÄ -!$# ÐÒÅÓÏÒÔÅÄ ÍÁÉÌ ÈÁÓ ÇÒÏ×ÎȢȱ Id. at 5. The Postal Service concludes that 
the shift in the aggregate preparation profile of Outside County Periodicals from high 
density preparation towards lower density preparation resulted in a slight increase in the 
unit mail processing costs because lower density preparation incurs more piece handlings. 
Id. at 6. 
 
In FY 2016, mailer presortation of Carrier Route Outside County Periodicals peaked at 64.6 
percent. As Figure III-4 illustrates, mailer presortation of Carrier Route Outside County 
Periodicals decreased each year from FY 2016 to FY 2020. 
 

Figure III-4 
Change in Outside County Periodicals Mail Mix, FY 2016ςFY 202051 

 

 

Source: Library Reference PRC-LR-ACR2020-5. 

 
The Periodicals Pricing Report discusses the recent shift away from higher levels of 
presortation due to declining subscriber bases and lower density of publications. The 
Postal Service states that the volume of Periodicals mail has continued to decline for 
decades, but the magnitude of the decline for FY 2020 stands out. Id. at 1. In addition to the 
production and supply issues related to the COVID-19 pandemic, the Postal Service asserts 

                                                        
51 With the implementation of Docket No. R2015-4 prices, some mailpieces that were previously Carrier Route were required to be prepared at 
the FSS level between FY 2015 and FY 2017. Hence, the Carrier Route and FSS pieces are aggregated to demonstrate the degree to which 
mailers prepared Outside County Periodicals mailings. See FY 2018 ACD section III.B.2. 
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that the demand for delivery of Periodicals has declined due to consumer preferences for 
editorial content, alternative delivery channels, and the cost of production inputs. Id. at 2. 
 
The Commission notes the continued ÄÉÓÐÁÒÉÔÙ ÂÅÔ×ÅÅÎ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÐÒÉÃÉÎÇ ÓÉÇÎÁÌÓ 
that appear to encourage 5-Digit presortation and discourage Carrier Route presortation.52 
Most Outside County Periodicals volume is presorted to Machinable Automation 5-Digit or 
Carrier Route Basic. Figure III-5 details changes in passthroughs for Carrier Route Basic 
and Machinable Automation 5-Digit piece presorting from FY 2016 to FY 2020. 
 

Figure III-5 
Carrier Route Basic and Machinable Automation 5-Digit Passthroughs 

are Less than 100 Percent 
 

 

Source: Library Reference PRC-LR-ACR2020-5. 
 
The Commission encourages the Postal Service to set prices that yield passthroughs closer 
to 100 percent which would promote Periodicals pricing efficiency. Discounts are most 
efficient when they are set at their corresponding avoided costs. Passthroughs set under 
100 percent generally reflect a situation where the discount offered to mailers is less than 
ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÁÖÏÉÄÅÄ ÃÏÓÔȢ 
 
Inefficient pricing signals may contribute to Periodicals revenues not covering costs if the 
price does not incentivize mailers to prepare Periodicals mailings efficiently. Continued 
improvement of the relationship between discounts and avoided costs should signal to the 

                                                        
52 See FY 2013 ACD at 21; FY 2014 ACD at 15; FY 2015 ACD at 18; FY 2016 ACD at 19; FY 2017 ACD at 22; FY 2018 ACD at 19; FY 2019 ACD at 30. 
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mailer the mail preparation method that is most efficient for both the Postal Service and 
the mailer.53 
 
On the whoÌÅȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÃÏÎÃÌÕÄÅÓ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 0ÅÒÉÏÄÉÃÁÌÓ 0ÒÉÃÉÎÇ 
2ÅÐÏÒÔ ÍÅÁÎÉÎÇÆÕÌÌÙ ÒÅÓÐÏÎÄÓ ÔÏ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÄÉÒÅÃÔÉÖÅ ÂÙ ÐÒÏÖÉÄÉÎÇ Á ÒÏÂÕÓÔ 
narrative and workpapers containing quantitative analyses. By performing a quantitative 
analysis of changes in cost, contribution, and revenue after implementation of new prices, 
the Postal Service has begun to make progress in analyzing the pricing efficiency of 
Periodicals. Such analysis provides a useful tool for the Postal Service to more fully 
understand potential impacts of new prices on cost, revenue, and contribution. In future 
rate adjustments, the Postal Service should rely on this analysis to aid in increasing 
Periodicals pricing efficiency. 
 
The Commission directs the Postal Service to provide an updated version of the Periodicals 
Pricing Report in its FY 2021 ACR. The report must include an analysis of how the pricing in 
Docket No. R2021-1 impacted the cost, contribution, and revenue of Periodicals in FY 2021 
and whether the new pricing improved the efficiency of Periodicals pricing in FY 2021. 

 USPS Marketing Mail Flats 

a. Introduction 

In FY 2020, USPS Marketing Mail Flats experienced its worst cost coverage since the 
product was established in FY 2007. In the FY 2019 ACD, the Commission required a price 
increase for USPS Marketing Mail Flats at least 2 percentage points above the class average. 
FY 2019 ACD at 43. Despite this and other past directives, the Postal Service has failed to 
ÉÍÐÒÏÖÅ ÔÈÉÓ ÐÒÏÄÕÃÔȭÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÏÒ ÔÏ ÉÄÅÎÔÉÆÙ Á ÔÉÍÅÌÉÎÅ to phase out the subsidy 
received by USPS Marketing Mail Flats. Therefore, the Commission once again directs the 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÔÏ ÉÎÃÒÅÁÓÅ 5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ &ÌÁÔÓȭ ÐÒÉÃÅÓ ÉÎ ÔÈÅ ÎÅØÔ -ÁÒËÅÔ $ÏÍÉÎÁÎÔ 
price adjustment by at least 2 percentage points above the class average. In addition, the 
Commission also encourages the Postal Service to improve the cost coverage of USPS 
Marketing Mail Flats by achieving cost reductions for this product. To that end, the 
Commission will continue to require the Postal Service to report on its cost reduction 
efforts with regard to flat-shaped mail products, as discussed in Chapter VI. of this Report. 

b. BackgroundτFY 2010, FY 2015, FY 2018, and FY 2019 
Directives 

The Commission has issued four specific directives related to the cost coverage of USPS 
Marketing Mail Flats, which are discussed in further detail below. The FY 2010 directive 
focused both on improving revenues and reducing costs. The FY 2015 directive was issued 
after continued cost increases, and focused on improving reporting with regard to cost 
reduction efforts. The FY 2018 and FY 2019 directives built on the previous directives, and 
added focus on improving revenues as a result of continued cost coverage declines. These 

                                                        
53 See FY 2009 ACD at 76; FY 2010 ACD at 96-97; FY 2011 ACD at 108-110; FY 2012 ACD at 100-101; FY 2013 ACD at 21-23; FY 2014 ACD at 14-16; 
FY 2015 ACD at 17-19; FY 2016 ACD at 18-20; FY 2017 ACD at 20-23; FY 2018 ACD at 18-20; FY 2019 ACD at 31. 
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directives also continued reporting on cost reduction efforts as part of the FY 2015 
directive. 

 FY 2010 Directive 

In the FY 2010 ACD, the Commission determined that the prices in effect for USPS 
Marketing Mail Flats in FY 2010 did not comply with 39 U.S.C. § 101(d), which requires the 
costs of postal operations to be apportioned to postal users on a fair and equitable basis. 
FY ςπρπ !#$ ÁÔ ρπφȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÄÉÒÅÃÔÅÄ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÔÏ ÉÎÃÒÅÁÓÅ ÔÈÅ ÐÒÏÄÕÃÔȭÓ 
cost coverage through a combination of above-average price adjustments (consistent with 
price cap requirements) and cost reductions. Id. In addition, the Commission directed the 
Postal Service to provide the following information in each subsequent ACR: 
 
¶ ! ÄÅÓÃÒÉÐÔÉÏÎ ÏÆ ÏÐÅÒÁÔÉÏÎÁÌ ÃÈÁÎÇÅÓ ÄÅÓÉÇÎÅÄ ÔÏ ÒÅÄÕÃÅ &ÌÁÔÓȭ ÃÏÓÔÓ ÉÎ ÔÈÅ ÐÒÅÖÉÏÕÓ 

fiscal year and an estimation of the financial effect of such changes; 

¶ A description of all costing methodology or measurement improvements made in 
the previous fiscal year and the estimated financial effects of such changes; 

¶ A statement summarizing the historical and current fiscal year subsidy for the Flats 
product, and the estimated timeline for phasing out this subsidy. 

Id. at 107. 
 
In its FY 2012, FY 2013, and FY 2014 ACDs, the Commission found that the Postal Service 
made progress towards addressing the issues raised in the FY 2010 ACD, and concluded 
that no additional remedial actions beyond those prescribed in the FY 2010 directive were 
required.54 

 FY 2015 ACD Directive 

In FY 2015, the Commission found that sufficient progress was no longer being made, and 
required the Postal Service to develop a plan to measure, track, and report on cost and 
service issues related to flat-ÓÈÁÐÅÄ ÐÒÏÄÕÃÔÓȢ &9 ςπρυ !#$ ÁÔ ρψρȢ 4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 
response to the FY 2015 directive is discussed in more detail in Chapter VI. of this Report. 
In FY 2016 and FY 2017, the Commission found that no progress was made toward 
addressing the FY 2010 ACD directive. FY 2016 ACD at 57; FY 2017 ACD at 59. 

 FY 2018 ACD Directive 

)Î &9 ςπρψȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÆÏÕÎÄ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÏÎÔÉÎuing failure to comply 
with the FY 2010 directive required further corrective action. FY 2018 ACD at 70-71. The 
Commission implemented the FY 2018 directive based on cost coverage declines, 
substantial unit cost increases, inadequate unit revenue increases, and other alarming 
metrics. Id. ÁÔ χπȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÆÏÕÎÄ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ×ÁÓ ȰÕÎÁÂÌÅ ÔÏ ÐÒÅÄÉÃÔȟ 
using reasonable assumptions, when the USPS Marketing Mail Flats product will cover 
ÃÏÓÔÓȟ ÏÒ ×ÈÁÔ ÔÈÅ ÉÍÐÁÃÔ ÉÓ ÏÆ ÁÎÙ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÏÓÔ ÓÁÖÉÎÇ ÉÎÉÔÉÁÔÉÖÅÓȢȱ Id. at 71. 
Additionally, the Commission noted that the Postal Service had chosen to increase USPS 

                                                        
54 See FY 2012 ACD at 116; FY 2013 ACD at 54; FY 2014 ACD at 47. 
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-ÁÒËÅÔÉÎÇ -ÁÉÌ &ÌÁÔÓȭ ÐÒÉÃÅÓ ȰÏÎÌÙ ÍÉÎÉÍÁÌÌÙ ÁÂÏÖÅ ÁÖÅÒÁÇÅȢȱ Id. The Commission once 
again found the situation with regard to Flats to be a violation of 39 U.S.C. § 101(d). Id. 
at 72. 
 
In its FY 2018 directive, the Commission required the Postal Service to propose a price 
increase for USPS Marketing Mail Flats that is at least 2 percentage points above the class 
average for Marketing Mail in the next Market Dominant rate adjustment. Id. The 
#ÏÍÍÉÓÓÉÏÎ ÁÌÓÏ ÒÅÑÕÉÒÅÄ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÔÏ ÃÏÎÔÉÎÕÅ ÒÅÓÐÏÎÄÉÎÇ ÔÏ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ 
FY 2010 and FY 2015 directives. Id. 

 FY 2019 ACD Directive 

In FY 2019, the Commission found that USPS Marketing Mail Flats continued to violate 
39 U.S.C. § 101(d), and directed the Postal Service to continue to take corrective action. 
FY 2019 ACD at 42. The Commission once again required the Postal Service to propose a 
price increase for USPS Marketing Mail Flats that was at least 2 percentage points above 
the class average for Marketing Mail in the next Market Dominant rate adjustment. Id. at 43. 
The Commission also required the Postal Service to continue responding to the 
#ÏÍÍÉÓÓÉÏÎȭÓ &9 2010 and FY 2015 directives. Id. 

c. FY 2020 Results 

In FY 2020, USPS Marketing Mail Flats had a cost coverage of 63.3 percent.55 As shown in 
Figure III-6, cost coverage for USPS Marketing Mail Flats has steadily declined since 
FY 2015, when the cost coverage was 80.3 percent. Library Reference PRC-LR-ACR2020-4. 
)Î &9 ςπςπȟ 5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ &ÌÁÔÓȭ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÄÒÏÐÐÅÄ ÂÙ ÁÎÏÔÈÅÒ τȢτ ÐÅÒÃÅÎÔÁÇÅ 
points to its lowest value ever. Id. Negative contribution increased by $35.7 million in FY 
2020, in stark contrast to FY 2019, when negative contribution decreased slightly. Id. This 
increase in negative contribution is troubling, given that volume plunged 16.2 percent 
between FY 2019 and FY 2020. Id. The cumulative contribution loss from USPS Marketing 
Mail Flats from FY 2008 through FY 2020 has climbed to a negative $7.5 billion. Id. 
  

                                                        
55 ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ Ŏƻǎǘ ŎƻǾŜǊŀƎŜ ŎŀƭŎǳƭŀǘƛƻƴ ŘƛŦŦŜǊǎ ŦǊƻƳ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŎŀƭŎǳƭŀǘƛƻƴ ōŜŎŀǳǎŜΣ ǳƴƭƛƪŜ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΣ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ 
includes fees in the revenue for each product. See Library Reference PRC-LR-ACR2020-1. 
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Figure III-6 
USPS Marketing Mail Flats Cost Coverage and Contribution, FY 2016ςFY 202056 

 

 
Source: Library Reference PRC-LR-ACR2020-4 

 
4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÁÓÃÒÉÂÅÓ ÔÈÅ ÄÅÃÒÅÁÓÅ ÉÎ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÔÏ ȰÓharp volume decline in Flats, 
and in flat-shaped mail piecesȱ ×ÈÉÃÈ ÃÁÕÓÅÄ ȰÍÁÉÌ ÐÒÏÃÅÓÓÉÎÇ ÃÏÓÔÓ ɍÔÏ ÃÏÎÔÉÎÕÅɎ ÔÏ ÒÉÓÅ ÁÔ 
Á ÆÁÓÔÅÒ ÒÁÔÅ ÔÈÁÎ ×ÁÇÅÓȢȱ &9 2020 ACR at 15. Specifically, the Postal Service asserts that: 
 

From FY 2009 to FY 2020, Flats volume decreased from 7.8 billion 
pieces to 3.2 billion pieces; AFSM 100 annual Total Pieces Fed 
(TPF) decreased from 24.4 billion to 10.1 billion; and aggregate 
AFSM 100 productivity has fallen from 3,114 pieces per work hour 
(excluding flat preparation operations) to 2,096 pieces per hour. 
Because setup and breakdown activities are largely invariant to 
processed volume, the continued volume declines necessarily lead 
to higher unit mail processing costs. 

 
Id. at 15-ρφȢ 4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÁÌÓÏ ÁÓÓÅÒÔÓ ÔÈÁÔ ȰɍÃɎÏ-mailing, which shifts pieces toward 
High Density, is a secondary influence contributing to the volume decline in Flats . . . 
[because] [t]he continued increase in co-mailing and shifting of volumes to finer presort 

                                                        
56 Complete USPS Marketing Mail Flats data for FY 2008 to FY 2019 can be found in Library Reference PRC-LR-ACR2019-4. 
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levels . . . leaves fewer pieces in Flats and Carrier Route, thereby putting upward pressure 
on Flats and Carrier Route per-ÐÉÅÃÅ ÍÁÉÌ ÐÒÏÃÅÓÓÉÎÇ ÃÏÓÔÓȢȱ Id. at 16. 

d. Postal Service Responses to FY 2010 and FY 2018 ACD 
Directives 

In response to the FY 2010 ACD directive, the Postal Service notes that four methodology 
changes affected USPS Marketing Mail Flats in FY 2020. FY 2020 ACR at 23. These 
methodological changes are summarized in Table III-1. If these methodological changes 
were in place during FY 2019, unit attributable cost in FY 2019 would have been 2.7 cents 
lower, as shown in Table III-1. Accounting for this methodology change, the year-over-year 
increase in unit attributable cost for USPS Marketing Mail Flats in FY 2020 was 8.7 cents, 
rather than the 6.0 cents shown by a direct comparison of the reported unit attributable 
cost for each year. See id. at 24. 
 

Table III-1 
USPS Marketing Mail Flats Cost Methodology Changes FY 2020 

 

Docket No. Explanation Cost Impact (cents) 

RM2019-6 
Revised the cost attribution procedures for 
Special Purpose Routes -0.2 

RM2020-1 
Updated inputs into the analysis used for the allocation 
of facility-related costs 0.1 

RM2020-7 
Updated the city carrier regular 
delivery time variabilities -0.5 

RM2020-10 

Changed the In-Office Cost System (IOCS) methodology 
for sampling city carriers based on the 
IOCS cluster concept -2.1 

  Net Impact -2.7 

 Source: FY 2020 ACR at 23-24. 

 
The Postal Service reports that it is unable to provide an estimated timeline for phasing out 
the subsidy. Id. at 25-26. The Postal Service explains that it provided a description of 
ÏÐÅÒÁÔÉÏÎÁÌ ÃÈÁÎÇÅÓ ÄÅÓÉÇÎÅÄ ÔÏ ÒÅÄÕÃÅ &ÌÁÔÓȭ ÃÏÓÔÓ ÉÎ ÒÅÓÐÏÎÓÅ ÔÏ the separate reporting 
that it was required to comply with pursuant to 39 C.F.R. § 3050.50(f).57 
 
In Response to the FY 2019 ACD Directive, the Postal Service proposed, and the 
Commission approved, a 3.553 percent price increase for USPS Marketing Mail Flats in 
Docket No. R2021-1.58 

                                                        
57 See Library Reference USPS-FY20-прΤ /ƘŀǇǘŜǊ ±LΦ ¢Ƙƛǎ ƛǎ ǘƘŜ ƛƴŦƻǊƳŀǘƛƻƴ ǊŜǉǳƛǊŜŘ ōȅ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ C¸ 2015 directive. 

58 See Docket No. R2021-1, Order on Price Adjustments for First-Class Mail, USPS Marketing Mail, Periodicals, Package Services, and Special 
Services Products and Related Mail Classification Changes, November 18, 2020, at 20, Table V-1 (Order No. 5757). 
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e. Comments on USPS Marketing Mail Flats 

The Public Representative notes that cost coverage has been declining since FY 2013. PR 
Comments at 68. He also notes that volume has declined precipitously since FY 2008, 
particularly in the last fiscal year. See id. at 70. 
 
The American Catalog Mailers Association (ACMA) highlights that rates have increased 
faster than consumer price index (CPI) factor prices in recent years.59 They argue cost 
coverages will continue to decline as rates for flats increase. ACMA Comments at 2. ACMA 
points out that nonprofit mail continues to occupy a growing portion of USPS Marketing 
Mail Flats, putting downward pressure on unit revenues. Id. at 4. ACMA also notes the 
compound annual growth rate for USPS Marketing Mail Flats and USPS Marketing Mail 
Carrier Route unit costs have grown faster than letters over the last 22 years. See id. at 7. 
 
ACMA compares the difference in cost between 5-Digit Automation Flats and Carrier Route. 
They note that this cost difference has grown from 9.7 cents in 2007 to 23.4 cents in 
FY 2020. Id. at 8. ACMA conjectures that the difference in cost is not reflective of the fact 
that 5-Digit Automation Flats receives one sort whereas Carrier Route does not. Id. ACMA 
also points out that unit costs for 5-Digit-Automation Flats have increased in cost pools that 
are assumed to be 100 percent volume variable, and that increases in such cost pools 
should have no effect on unit costs. Id. 
 
PostCom asÓÅÒÔÓ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ȰȢ Ȣ Ȣ is either unable or unwilling to respond to flats 
ÖÏÌÕÍÅ ÃÈÁÎÇÅÓ ÂÙ ÒÅÍÏÖÉÎÇ ÃÏÓÔÓȢȱ 0ÏÓÔ#ÏÍ #ÏÍÍÅÎÔÓ ÁÔ φȢ 0ÏÓÔ#ÏÍ ÁÌÓÏ ÁÒÇÕÅÓ ÔÈÁÔ 
rates for USPS Marketing Mail Flats should be held constant to avoid further increases in 
unit costs. Id. at 7. 4ÈÅÙ ÁÒÇÕÅ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ȰȢ Ȣ Ȣ would arguably be better off holding 
prices constant to limit volume losses rather than driving additional volume from an 
ÉÎÆÌÅØÉÂÌÅ ÁÎÄ ÉÎÅÆÆÉÃÉÅÎÔ ÎÅÔ×ÏÒËȢȱ Id. 

f. Commission Analysis 

The Commission first analyzes the cost coverage and unit contribution of USPS Marketing 
-ÁÉÌ &ÌÁÔÓ ÁÎÄ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÐÒÏÇÒÅÓÓ ÁÔ ÉÎÃÒÅÁÓÉÎÇ ÔÈÅ ÐÒÏÄÕÃÔȭÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅȢ 
Second, the Commission computes the intra-class subsidy provided to USPS Marketing Mail 
Flats by other products within the USPS Marketing Mail class. Third, the Commission 
evaluates changes in the product-level volume distribution of flat-shaped USPS Marketing 
Mail. Fourth, the Commission examines USPS MarketinÇ -ÁÉÌ &ÌÁÔÓȭ ÃÏÓÔÓ ÉÎ ÍÏÒÅ ÄÅÔÁÉÌ ÂÙ 
reviewing actual unit cost results, and changes in major cost segments. Fifth, the 
#ÏÍÍÉÓÓÉÏÎ ÅÖÁÌÕÁÔÅÓ ÃÈÁÎÇÅÓ ÉÎ ÕÎÉÔ ÒÅÖÅÎÕÅÓ ÁÎÄ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÐÒÉÃÅ ÁÄÊÕÓÔÍÅÎÔÓ 
for USPS Marketing Mail Flats following the FY 2010 ACD. Finally, the Commission once 
ÁÇÁÉÎ ÄÉÒÅÃÔÓ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÔÏ ÉÍÐÒÏÖÅ ÔÈÉÓ ÐÒÏÄÕÃÔȭÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÂÙ ÐÒÏÐÏÓÉÎÇ Á 
price increase that is at least 2 percentage points above the class average in the next 
Market Dominant price adjustment. 

                                                        
59 Initial Comments of the American Catalog Mailers Association (ACMA), February 2, 2021, at 2 (ACMA Comments). ACMA filed a Motion of the 
American Catalog Mailers Association for Late Acceptance of its Initial Comments in Docket No. ACR2020, February 2, 2021 (ACMA Motion). 
The ACMA Motion is granted. 
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 FY 2020 Cost Coverage and Unit Contribution 

In this section, the Commission analyzes the overall progress the Postal Service has made 
at improving the cost coverage and unit contribution for USPS Marketing Mail Flats. Cost 
coverage and unit contribution are both functions of cost and revenue; therefore, the 
Commission discusses trends in cost and revenue in this section. In Sections 3 and 4 below, 
ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÁÎÁÌÙÚÅÓ ÃÏÓÔÓ ÁÎÄ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÅÆÆÏÒÔÓ ÔÏ ÒÅÄÕÃÅ ÃÏÓÔÓȟ ÁÓ ×ÅÌÌ ÁÓ 
revenues and the Postal SeÒÖÉÃÅȭÓ ÅÆÆÏÒÔÓ ÔÏ ÉÎÃÒÅÁÓÅ ÐÒÉÃÅÓȢ 
 
Despite the FY 2010 ACD directive to improve cost coverage, the cost coverage for USPS 
Marketing Mail Flats fell to 63.3 percent in FY 2020. Library Reference PRC-LR-ACR2020-4. 
The FY 2020 cost coverage is now the lowest recorded cost coverage for USPS Marketing 
Mail Flats since it was designated a product. This is the sixth consecutive year that cost 
coverage declined. As shown in Figure III-7, the unit contribution of Marketing Mail Flats 
was -24.4 cents in FY 2020, a 4.9 cent decline from FY 2019. As Figure III-7 also shows, the 
Postal Service was successful at increasing unit revenues by 2.7 percent, or 1.1 cents, in FY 
2020. However, this slight increase was eclipsed by an increase in unit attributable cost of 
6.0 cents. This most recent unit contribution is the lowest ever for USPS Marketing Mail 
Flats. 
 

Figure III-7 
USPS Marketing Mail Flats Unit Revenue, Attributable Cost, and Contribution, 

FY 2016ςFY 2020 
 

 
Source: Library Reference PRC-LR-ACR2020-4. 
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The Commission finds that the Postal Service has been unsuccessful at improving the cost 
ÃÏÖÅÒÁÇÅ ÏÆ 5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ &ÌÁÔÓ ÁÓ ÒÅÑÕÉÒÅÄ ÂÙ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ &9 φτυτȟ &9 φτυόȟ 
and FY 2019 ACD Directives. 

 Intra -Class Cross-Subsidy 

The Commission next analyzes the increasingly negative impact that USPS Marketing Mail 
Flats has on other products within the USPS Marketing Mail class. In the FY 2010 ACD, as 
part of its finding of noncompliance, the Commission analyzed the intra-class subsidy 
received by USPS Marketing Mail Flats, specifically from USPS Marketing Mail Letters, and 
ÆÏÕÎÄ ÔÈÁÔ ÔÈÅ ÒÁÔÅÓ ÆÏÒ 5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ &ÌÁÔÓ ȰÐÒÏÄÕÃÅÄ Á ÓÕÂÓÔÁÎÔÉÁÌ ÁÎÄ ÇÒÏ×ÉÎÇ 
ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÓÈÏÒÔÆÁÌÌ ÔÈÁÔ ÂÕÒÄÅÎÅÄ ÍÁÉÌÅÒÓ ÏÆ ÏÔÈÅÒ ɍ5303 -ÁÒËÅÔÉÎÇ -ÁÉÌɎ ÐÒÏÄÕÃÔÓȢȱ60 
The Commission issued the FY 2010 ACD directive with the intent of allowing the Postal 
Service to reduce the contribution gap between these products.61 
 
However, as Figure III-8 shows, despite the FY 2010 ACD Directive, the contribution gap 
between USPS Marketing Mail Letters and USPS Marketing Mail Flats has continued to 
increase at an accelerated rate. In FY 2010, the contribution gap between USPS Marketing 
Mail Letters and USPS Marketing Mail Flats was 16.8 cents. In FY 2020, the contribution 
gap between these two products increased to 33.2 cents. From FY 2010 to FY 2020, the 
contribution gap between USPS Marketing Mail Letters and USPS Marketing Mail Flats has 
nearly doubled. 
  

                                                        
60 See FY 2010 ACD at 105-07; Docket No. ACR2010-R, Order on Remand, August 9, 2012, at 8-10 (Order No. 1427); see also United States Postal 
{ŜǊǾΦ ǾΦ tƻǎǘŀƭ wŜƎǳƭΦ /ƻƳƳΩƴ, 676 F.3d 1105, 1107-08 (D.C. Cir. 2012). 

61 Order No. 1427 at 8. The contribution gap is calculated as the difference between the unit contribution made by USPS Marketing Mail Letters 
and the unit contribution made by USPS Marketing Mail Flats. 
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Figure III-8 
USPS Marketing Mail Flats and Letters Unit Contribution 

and Contribution Gap FY 2010ςFY 2020 
 

 
Source: Library Reference PRC-LR-ACR2020-4. 

 
Since the Commission issued the FY 2010 directive 10 years ago, cost coverage has 
plummeted 18.5 percentage points to 63.3 percent; the cumulative negative contribution 
over the years FY 2008 through FY 2020 totals $7.5 billion; and the unit contribution of 
USPS Marketing Mail Flats has decreased by 22.2 cents. During the same period, the overall 
cost coverage for USPS Marketing Mail Letters only fell by 10 percentage points while the 
unit contribution for USPS Marketing Mail Letters increased by 2.4 percent. 
 
The Commission finds that USPS Marketing Mail Flats continue to violate 39 U.S.C. § 101(d). 
The Commission finds that USPS Marketing Mail Flats possesses an unacceptable deficient 
cost coverage that continues to constitute an intra-class subsidy, unfairly burdening other 
mailers within the USPS Marketing Mail class. 

 Changes in the Product-Level Mail Mix 

The Commission notes, as part of its analysis for USPS Marketing Mail Flats, that changes in 
the mail mix have occurred in recent years. Figure III-9 shows the distribution of USPS 
Marketing Mail Flats, Carrier Route Flats, and High Density/Saturation Flats volumes. High 
Density/Saturation Flats have continued to occupy an increasing share of flat-shaped 
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Marketing Mail. The Postal Service opines this trend is due to the increase in co-mailing, 
which shifts mail toward finer presort levels. FY 2020 ACR at 16. While all three products 
experienced volume decreases in absolute terms in FY 2020, USPS Marketing Mail Flats 
volumes declined 16.2 percent whereas Saturation Flats only declined by 9.3 percent. Id. 
 

Figure III-9 
Volume Distribution of USPS Marketing Mail Flats, Carrier Route Flats, and High 

Density/Saturation Flats FY 2016ςFY 2020 
 

 
Source: Library Reference PRC-LR-ACR2020-4. 

 
The increasing volume share of High Density/Saturation Flats leaves fewer mailpieces in 
both USPS Marketing Mail Flats and Carrier Route Flats. The Postal Service argues that this 
trend makes it difficult for it to contain costs for these two already non-compensatory 
products because costs for operations set up and tear down (which the Postal Service 
refers to as fixed costs) are now being spread over fewer mailpieces. The Commission 
notes that the Postal Service should utilize trends in the mail mix that have occurred in 
recent years as a factor in its operational decisions. 

 Unit Costs and FY 2019 Operational Initiatives to 
Reduce Costs 

&ÒÏÍ &9 ςπρω ÔÏ &9 ςπςπȟ 5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ &ÌÁÔÓȭ ÕÎÉÔ ÁÔÔÒÉÂÕÔÁÂÌÅ ÃÏÓÔÓ ÉÎÃÒÅÁÓÅÄ φȢπ 
cents, or 9.9 percent. From FY 2010 to FY 2019, unit costs have increased 21.6 cents, or 
48.2 percent. As co-mailing increases, the pieces remaining in USPS Marketing Mail Flats 
face upward-pressure on their mail processing costs. Figure III-10 shows that mail 
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processing increased more, in absolute terms, than any other major cost segment for USPS 
Marketing Mail Flats in FY 2020.62 
 

Figure III-10 
Unit Cost of Major Cost Segments FY 2019 and FY 2020 

 

 
Source: Library Reference PRC-LR-ACR2020-4. 

 
The Postal Service has been unable to estimate the impact of its cost reduction efforts in 
general, let alone isolate those impacts to specific products. In Chapter VI., the Commission 
reviews the operational changes and initiatives the Postal Service has identified for flat-
shaped mailpieces in general, including USPS Marketing Mail Flats. Flats mail processing 
costs are also examined in greater detail in Chapter VI. 
 
4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÆÉÎÄÓ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÏÓÔ-reduction efforts with regard to USPS 
Marketing Mail Flats have been unsuccessful. In Chapter VI., the Commission explains its 
ÃÏÎÔÉÎÕÅÄ ÃÏÎÃÅÒÎÓ ×ÉÔÈ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÉÎÁÂÉÌÉÔÙ ÔÏ ÑÕÁÎÔÉÆÙ ÔÈÅ ÃÏÓÔ ÓÁÖÉÎÇÓ ÏÆ ÉÔÓ 
initiatives to reduce costs for flat-shaped mail products, including USPS Marketing Mail Flats. 

 Unit Revenue and Above-Average Price Adjustments 

$ÅÓÐÉÔÅ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÏÎÇÏÉÎÇ ÄÉÒÅÃÔÉÖÅÓ, the cumulative shortfall in contribution for 
USPS Marketing Mail Flats from FY 2008 through FY 2020 has grown to $7.5 billion. As 
discussed above, the Postal Service has been woefully unsuccessful at reducing the costs of 
5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ &ÌÁÔÓȢ )Î ÔÈÉÓ ÓÅÃÔÉÏÎȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÒÅÖÉÅ×Ó ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 

                                                        
62 Mail processing unit cost increased 5.2 cents per piece from $0.328 to $0.380, or 15.9 percent. Transportation unit cost increased 0.7 cents 
per piece from $0.042 to $0.049, or 16.6 percent. Mail processing costs increased nearly seven times as much in absolute terms, but the 
percentage increase in transportation unit costs was slightly larger. 
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efforts to improve cost coverage through price increases. First, the Commission looks at the 
changes in unit revenues since the FY 2010 ACD directive. Second, the Commission reviews 
ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÐÒÉÃÅ ÁÄÊÕÓÔÍÅÎÔÓ ÆÏÒ 5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ &ÌÁÔÓ ÓÉÎÃÅ ÔÈÅ &9 2010 ACD 
directive. Third, the Commission reviews the estimated impact of the Docket No. R2021-1 
ÐÒÉÃÅ ÁÄÊÕÓÔÍÅÎÔ ÏÎ 5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ &ÌÁÔÓȭ ÃÏÎÔÒÉÂÕÔÉÏÎȟ ÈÏÌÄÉÎÇ ÕÎÉÔ ÃÏÓÔÓ ÃÏÎÓÔÁÎÔȢ 

(a) Changes in Unit Revenues 

The Postal Service has proposed above-average price increases for USPS Marketing Mail 
Flats in each Market Dominant price adjustment since the Commission issued the FY 2010 
ACD directive. However, because of changes in the mail mix, above-average price increases 
for this product have not translated into above-average unit revenue increases. Figure III-
11 shows the actual unit revenues of USPS Marketing Mail Flats, as well as the estimated 
unit revenues if unit revenues had increased consistent with the change in the customer 
price index for all urban consumers (CPI-U) each year following the FY 2010 ACD directive. 
 

Figure III-11 
USPS Marketing Mail Flats Actual Versus Estimated Unit Revenue 

FY 2010ςFY 2020 
 

 
Source: Library Reference PRC-LR-ACR2020-4. 

 
As this graph shows, a price increase for a specific product does not always translate into 
an equal increase in unit revenues because of mail shifting within rate categories and 
among other products within the class. Therefore, the Postal Service must remain 
cognizant of mail mix changes when proposing prices, and do its best to meet the 
requirements of the price cap while maximizing unit revenue increases within the product. 
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(b)  Estimated Impact of Docket No. R2021-1 Price 
Adjustment and Other Scenarios 

In FY 2020, the Postal Service proposed, and the Commission approved, a price increase of 
3.553 percent for USPS Marketing Mail Flats. See Order No. 5757 at 20. This increase was 
2.044 percentage points above the class average. Id. Price adjustments from Docket 
No. R2021-1 took effect in January 2021; hence, the actual impact from these price 
adjustments will not be seen until FY 2021 data become available. Id. at 115-16. 
.ÅÖÅÒÔÈÅÌÅÓÓȟ ÉÎ ÔÈÉÓ ÙÅÁÒȭÓ !#$ ÐÒÏÃÅÅÄÉÎÇȟ Á #()2 ×ÁÓ ÉÓÓÕÅÄ ÁÓËÉÎÇ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÔÏ 
provide estimates of the impact of this price increase for USPS Marketing Mail Flats.63 Table 
III -2 shows the contribution estimates provided by the Postal Service for FY 2021. These 
estimates show the negative contribution for USPS Marketing Mail Flats decreasing by 
$55.1 million as a result of this price increase, assuming costs remain constant. 
 

Table III-2 
USPS Marketing Mail Flats FY 2021 

Estimated Contribution 
 

 
Estimated USPS Marketing Mail 

Flats FY 2020 Contribution 
(Millions) 

Improvement Over Base Year  
(Millions) 

No FY 2021 Price Adjustment (Base Year) ($733.4)  

Docket No. R2021-1 Price Adjustment ($678.3) $55.1 

Source: Library Reference PRC-LR-ACR2020-4. 

 
Based on these projections, the Commission reaffirms its finding from the FY 2019 ACD that 
the Postal Service has the capability to propose an above-average price increase for USPS 
Marketing Mail Flats that will improve unit revenues and contribution in a meaningful way. 

 FY 2020 Directive 

!Ó Á ÒÅÓÕÌÔ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÆÁÉÌÕÒÅ ÔÏ ÃÏÍÐÌÙ ×ÉÔÈ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ &9 ςπρπ !#$ 
directive to increase the cost coverage of USPS Marketing Mail Flats, and because the 
product continues to violate 39 U.S.C. § 101(d), the Commission directs further corrective 
action. The Commission makes this determination based on its past ACD findings, as well as 
the analysis above that shows continued cost coverage declines, substantial unit cost 
increases, insufficient cost reductions, inadequate unit revenue increases, and persistent 
ÕÎÉÔ ÃÏÎÔÒÉÂÕÔÉÏÎ ÄÅÃÌÉÎÅÓȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÁÎÁÌÙÓÉÓ ÆÕÒÔÈÅÒ ÓÈÏ×Ó ÔÈÁÔ ÔÈÅ ÉÎÔÒÁ-class 
cross-subsidy has grown within the USPS Marketing Mail class; the Postal Service has been 
ÕÎÁÂÌÅ ÔÏ ÍÅÁÓÕÒÅ ÔÈÅ ÉÍÐÁÃÔ ÏÆ ÏÐÅÒÁÔÉÏÎÁÌ ÉÎÉÔÉÁÔÉÖÅÓ ÏÎ 5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ &ÌÁÔÓȭ ÃÏÓÔÓȠ 
and minimal above-average price adjustments historically have been insufficient to 
outweigh unit cost increases. The Postal Service has been unable to provide the 

                                                        
63 /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ No. 11 and Notice of Filing Under Seal, February 4, 2021, question 9 (CHIR No. 11). 
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Commission with insight into the impact of cost reduction initiatives undertaken in 
FY 2020. 
 
The Commission determines that once again requiring a price adjustment for USPS 
Marketing Mail Flats of at least 2 percentage points above the class average is an 
ÁÐÐÒÏÐÒÉÁÔÅ ÒÅÍÅÄÙ ÇÉÖÅÎ ÔÈÉÓ ÐÒÏÄÕÃÔȭÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÓÈÏÒÔÆÁÌÌ ÁÎÄ ÔÈÉÓ ÉÓ ÔÈÅ ÒÅÇÕÌÁÔÏÒÙ 
tool the Commission has used to some positive effect. Postal Service forecasts show that it 
anticipates further positive impact on contribution as a result of the Docket No. R2021-1 
price adjustment.64 The Commission, therefore, deems it appropriate to require a 2 
percentage point above-average price increase for USPS Marketing Mail Flats in the next 
Market Dominant price adjustment. At the same time, the Commission recognizes that 
ÐÒÉÃÅ ÉÎÃÒÅÁÓÅÓ ÁÌÏÎÅ ×ÉÌÌ ÎÏÔ ÒÅÓÕÌÔ ÉÎ ÔÈÅ ÐÒÏÄÕÃÔȭÓ ÃÏÍÐÌÉÁÎÃÅ ×ÉÔÈ ÓÅÃÔÉÏÎ 101(d). The 
full solution must come from a combination of revenue increases and cost reductions, and 
the Postal Service must continue to pursue such cost reductions. 
 
The Commission acknowledges the concerns of PostCom and ACMA that further price 
increases will likely drive away additional volume, but no other practical solution to 
improve cost coverage has been offered. 
 
USPS Marketing Mail Flats is particularly emblematic of the problems that can occur when 
a non-compensatory product continues to exist for a prolonged period. Since FY 2008, this 
product has contributed negative $7.5 billion to the institutional costs of the Postal Service. 
The Commission has directed the Postal Service to address these issues repeatedly to no 
avail. This is the same remedy that the Commission ordered for USPS Marketing Mail Flats 
in FY 2018 and FY 2019, and the Commission continues that approach this year. 
Compliance with this directive will also satisfy the requirements of 39 C.F.R. § 3030.221. 
 
The Commission finds that the issues raised in the FY 2010 ACD regarding USPS Marketing 
Mail Flats have continued to worsen. From FY 2010 to FY 2020, the cost coverage for USPS 
Marketing Mail Flats has decreased 19 percentage points. In addition, the Postal Service 
remains unable to predict, using reasonable assumptions, when the USPS Marketing Mail 
&ÌÁÔÓ ÐÒÏÄÕÃÔ ×ÉÌÌ ÃÏÖÅÒ ÃÏÓÔȟ ÏÒ ×ÈÁÔ ÔÈÅ ÉÍÐÁÃÔ ÉÓ ÏÆ ÁÎÙ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÏÓÔ saving 
ÉÎÉÔÉÁÔÉÖÅÓȢ )Î ÔÈÅ ÍÅÁÎÔÉÍÅȟ ÔÈÅ ÁÃÔÕÁÌ ÉÍÐÁÃÔ ÆÒÏÍ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ &9 φτυό !#$ $ÉÒÅÃÔÉÖÅ 
on revenues will not be seen until FY 2021 data is available. However, based on projections 
which show the likely impact on revenues to be positive, the Commission finds it appropriate 
to continue the FY 2018 and FY 2019 directives for another year. In the next generally 
applicable Market Dominant price adjustment, the Postal Service must propose a price 
increase for USPS Marketing Mail Flats that is at least 2 percentage points above the class 
average for the USPS Marketing Mail class. As stated above, the Postal Service must remain 
cognizant of mail mix changes when adjusting prices and do its best to meet the requirements 
of this directive and the price cap while maximizing unit revenue increases within the 
product. Additionally, the Postal Service must continue responding to the requirements of the 

                                                        
64 Responses of the United States Postal Service to Questions 1-мс ƻŦ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ ммΣ CŜōǊǳŀǊȅ ммΣ нлнмΣ ǉǳŜǎǘƛƻƴ ф 
(Response to CHIR No. 11). 
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&9 φτυτ !#$ ÄÉÒÅÃÔÉÖÅ ÂÙ ÒÅÄÕÃÉÎÇ 5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ &ÌÁÔÓȭ ÃÏÓÔÓ ÁÎÄ ÐÒÏÖÉÄÉÎÇ ÒÅÑÕÉÒÅÄ 
documentation of those efforts in future Annual Compliance Reports. Moreover, the Postal 
Service must continue to comply with the FY 2015 directive, as further discussed in Chapter 
VI. of this Report. 

 USPS Marketing Mail Parcels 

a. Introduction 

As with USPS Marketing Mail Flats, USPS Marketing Mail Parcels have a long history of 
deficient cost coverage. As part of its FY 2019 ACD directive, the Commission required that 
ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÉÎÃÒÅÁÓÅ 0ÁÒÃÅÌÓȭ ÐÒÉÃÅÓ ÂÙ ÁÔ ÌÅÁÓÔ ς ÐÅÒÃÅÎÔÁÇÅ ÐÏÉÎÔÓ ÁÂÏÖÅ ÔÈÅ ÃÌÁÓÓ 
average in the next Market Dominant price adjustment, which the Postal Service did.65 The 
actual results of the Docket No. R2021-1 price adjustment will not be seen until FY 2021 
data becomes available. Fortunately, the cost coverage and contribution for USPS 
Marketing Mail Parcels improved dramatically in FY 2020. However, the Commission 
remains concerned about the cost coverage for this product. 

b. FY 2020 Results 

In FY 2020, USPS Marketing Mail Parcels had a cost coverage of 76.5 percent, up 20 
percentage points from FY 2019.66 The Postal Service explains that revenue per piece 
increased 3.3 percent while unit cost declined a remarkable 23.1 percent.67 FY 2020 ACR 
at ρτȢ 4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÎÏÔÅÓ ÔÈÁÔ ÉÔ ÆÏÌÌÏ×ÅÄ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÄÉÒÅÃÔÉÖÅ ÔÏ ÉÎÃÒÅÁÓÅ 
prices for USPS Marketing Mail Parcels by at least 2 percentage points above the class 
average. Id. at 14-15. In Docket No. R2021-1, the Postal Service proposed, and the 
Commission approved, a price increase of 16.791 percent for this product. Order No. 5757 
at 20, Table V-1. In Docket No. R2020-1, the Postal Service proposed, and the Commission 
approved, a price increase of 3.913 percent for this product, 2.053 percentage points more 
than the average for USPS Marketing Mail. Order No. 5321 at 9, Table III-1. 

c. Comments on USPS Marketing Mail Parcels 

The Public Representative confirms the price increase for USPS Marketing Mail Parcels was 
far above the class average. PR Comments at 68. He notes that the planned price increase 
for USPS Marketing Mail Parcels in Docket No. R2021-1 is 16.8 percent. Id. He hopes these 
price increases will help USPS Marketing Mail Parcels cover its costs in FY 2021. Id. 

                                                        
65 FY 2019 ACD at 44; Order No. 5757 at 20, Table V-1. 

66 See United States Postal Service FY 2019 Annual Compliance Report, December 27, 2019, at 16 (FY нлмф !/wύΦ ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ Ŏƻǎǘ 
ŎƻǾŜǊŀƎŜ ŎŀƭŎǳƭŀǘƛƻƴ ŘƛŦŦŜǊǎ ŦǊƻƳ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŎŀƭŎǳƭŀǘƛƻƴ όм ǇŜǊŎŜƴǘύ because the Commission includes fees in the revenue for each 
product and the Postal Service does not. 

67 The unit cost for both mail processing and delivery functions declined significants for USPS Marketing Mail Parcels in FY 2020. See Library 
Reference PRC-LR-ACR2020-4. 
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d. Commission Analysis 

In FY 2020, USPS Marketing Mail Parcels did not produce sufficient revenues to cover its 
attributable costs. The Commission has previously directed the Postal Service to utilize its 
intra -class pricing flexibility to eliminate the intra-class cross-subsidy received by this 
product. FY 2010 ACD at 108. In the FY 2019 ACD directive, the Commission required that 
the Postal Service ÉÎÃÒÅÁÓÅ 0ÁÒÃÅÌÓȭ ÐÒÉÃÅÓ ÂÙ ÁÔ ÌÅÁÓÔ ς ÐÅÒÃÅÎÔÁÇÅ ÐÏÉÎÔÓ ÁÂÏÖÅ ÔÈÅ ÃÌÁÓÓ 
average, and the Postal Service implemented a price increase far greater than the 
#ÏÍÍÉÓÓÉÏÎȭÓ ÒÅÑÕÉÒÅÍÅÎÔȢ68 The actual results of the Docket No. R2021-1 price 
adjustment will not be seen until FY 2021 data become available. However, both the cost 
coverage and the contribution of USPS Marketing Mail Parcels have improved. The 
#ÏÍÍÉÓÓÉÏÎ ÁÎÁÌÙÚÅÓ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÐÒÏÇÒÅÓÓ ÉÎ &9 2020 toward improving cost 
coverage for USPS Marketing Mail Parcels below. First, the Commission reviews the Postal 
3ÅÒÖÉÃÅȭÓ &9 2020 performance with regard to cost coverage for USPS Marketing Mail 
0ÁÒÃÅÌÓȢ 3ÅÃÏÎÄȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÒÅÖÉÅ×Ó ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÅÆÆÏÒÔÓ ÔÏ ÒÅÄÕÃÅ 5303 
-ÁÒËÅÔÉÎÇ -ÁÉÌ 0ÁÒÃÅÌÓȭ ÕÎÉÔ costs. Finally, the Commission directs the Postal Service to 
ÉÍÐÒÏÖÅ ÔÈÉÓ ÐÒÏÄÕÃÔȭÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÂÙ ÉÎÃÒÅÁÓÉÎÇ ÉÔÓ ÐÒÉÃÅ ÁÔ ÌÅÁÓÔ ς ÐÅÒÃÅÎÔÁÇÅ ÐÏÉÎÔÓ 
above the class average in the next Market Dominant price adjustment. 
 
The Commission reviews trends in unit revenue, unit cost, weight, and volume. Table III-3 
displays the unit revenue, unit attributable cost, unit contribution, volume, and average 
weight-per-piece for USPS Marketing Mail Parcels from FY 2016 through FY 2020. 
  

                                                        
68 FY 2019 ACD at 44; Order No. 5757 at 20, Table V-1. 
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Table III-3 
USPS Marketing Mail Parcels Financial Comparison, FY 2016ςFY 202069 

 

  FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 

Percent 
Change  
FY 2016 

to  
FY 2020 

Percent 
Change  

FY 2019 to  
FY 2020 

Unit Revenue $1.20 $1.16 $1.24 $1.31 $1.35 12.8% 3.3% 

Unit 
Attributable 

Cost $1.86 $1.79 $2.12 $2.30 $1.77 -4.8% -23.1% 
Unit 

Contribution  $(0.66) $(0.64) $(0.88) $(0.99) $(0.42) -36.8% -58.0% 

Volume 44,767 40,582 34,650 36,861 36,715 -18.0% -0.4% 

Average 
Weight Per 

Piece (ounces) 6.134 5.634 5.971 6.447 6.401 4.4% -0.7% 

Source: Library Reference PRC-LR-ACR2020-4. 

 
As demonstrated in Table III-3, unit attributable cost decreased 53.3 cents while unit 
revenue increased 4.4 cents, resulting in a total unit contribution of -41.7 cents. The unit 
revenue and average weight per piece were strongly correlated from FY 2016 to FY 2020. 
This relationship occurs because changes in average weight-per-piece are drivers of 
changes in unit revenue. 
 
Figure III-12 shows the annual cost coverage for USPS Marketing Mail Parcels. In FY 2020 
cost coverage for USPS Marketing Mail Parcels climbed to 77 percent, the highest cost 
coverage for this product since FY 2012. Contributing to this dramatically increased cost 
coverage was a decline in unit attributable cost of 23 percent. The largest contributor to 
these cost savings was a reduction in unit mail processing costs of 28 percent.70 
  

                                                        
69 Complete FY 2008 to FY 2020 USPS Marketing Mail Parcels data can be found in Library Reference PRC-LR-ACR2020-4. 

70 See Library Reference USPS-FY20-2, December 29, 2020; Docket No. ACR 2019, Library Reference USPS-FY19-2, December 27, 2019. 

https://www.prc.gov/dockets/document/115621
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Figure III-12 
USPS Marketing Mail Parcels Cost Coverage, FY 2012ςFY 202071 

 

 
Source: Library Reference PRC-LR-ACR2020-4. 

)Î ÔÈÉÓ ÙÅÁÒȭÓ !#$ ÐÒÏÃÅÅÄÉÎÇȟ Á #()2 ×ÁÓ ÉÓÓÕÅÄ ÁÓËÉÎÇ ÔÈÅ Postal Service to provide 
estimates of the impact of the Docket No. R2021-1 price increase for USPS Marketing Mail 
Parcels. CHIR No. 11, question 10. Table III-4 shows the improved contribution estimates 
provided by the Postal Service for FY 2020.72 This analysis shows that the cost coverage for 
USPS Marketing Mail Parcels is estimated to improve by $9.0 million as a result of this price 
increase, assuming costs remain constant. 
 

Table III-4 
USPS Marketing Mail Parcels FY 2021 

Estimated Contribution  
 

 
Estimated USPS Marketing Mail Parcels 

FY 2021 Contribution 
(Millions)  

Improvement Over Base 
Year 

(Millions) 

No FY 2021 Price Adjustment 
(Base Year) 

($13.6)  

Docket No. R2021-1 Price 
Adjustment ($4.7) $9.0 

Source: Library Reference PRC-LR-ACR2020-4. 

                                                        
71 Complete FY 2008 to FY 2020 USPS Marketing Mail Parcels data can be found in Library Reference PRC-LR-ACR2020-4. 

72 See Response to CHIR NƻΦ ммΣ ǉǳŜǎǘƛƻƴ млΦ ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ Ŏƻǎǘ ŎƻǾŜǊŀƎŜ ŎŀƭŎǳƭŀǘƛƻƴ ŘƛŦŦŜǊǎ ŦǊƻƳ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŎŀƭŎǳƭŀǘƛƻƴ όм 
percent) because the Commission includes fees in the revenue for each product and the Postal Service does not. 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

2012 2013 2014 2015 2016 2017 2018 2019 2020

C
o

st
 C

o
ve

ra
g

e

Parcels Cost Coverage



Docket No. ACR2020    - 46 - 
 
 
 

 

The Commission continues to be concerned about the repeated failure of USPS Marketing 
Mail Parcels to cover its costs. The Commission commends the steps the Postal Service has 
ÔÁËÅÎ ÔÏ ÉÍÐÒÏÖÅ ÔÈÉÓ ÐÒÏÄÕÃÔȭÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÉÎ &9 ςπςπȢ .ÅÖÅÒÔÈÅÌÅÓÓȟ ÔÈÅ ÆÁÃÔ ÒÅÍÁÉÎs 
that there is an ongoing cost coverage shortfall that has existed for a significant period of 
ÔÉÍÅȢ !Ô ÔÈÉÓ ÔÉÍÅȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÃÏÎÃÌÕÄÅÓ ÔÈÁÔ 5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ 0ÁÒÃÅÌÓȭ ÐÒÉÃÅÓȟ ÌÉËÅ 
those of USPS Marketing Mail Flats, do not comply with 39 U.S.C. § 101(d) because they do 
not apportion the costs of postal operations to postal users on a fair and equitable basis. As 
such, the Commission deems it necessary to continue its FY 2020 directive to increase USPS 
-ÁÒËÅÔÉÎÇ -ÁÉÌ 0ÁÒÃÅÌÓȭ ÐÒÉÃÅÓ ÁÔ ÌÅÁÓÔ ς ÐÅÒÃÅÎtage points above the class average. 
Compliance with this directive will also satisfy the requirements of 39 C.F.R. § 3030.221. 
 
The Commission finds that FY 2020 revenue for USPS Marketing Mail Parcels was not 
sufficient to cover attributable costs. As with USPS Marketing Mail Flats, the actual impact 
ÆÒÏÍ ÔÈÅ ÍÏÓÔ ÒÅÃÅÎÔ ÐÒÉÃÅ ÉÎÃÒÅÁÓÅÓȟ ×ÈÉÃÈ ×ÅÒÅ ÒÅÓÐÏÎÓÉÖÅ ÔÏ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ &9 2019 
directive, will not be seen until FY 2021 data is available. Nevertheless, based on projections 
which show the likely impact on revenue to be positive, the Commission finds it appropriate to 
continue the FY 2019 directive. In the next generally applicable Market Dominant price 
adjustment, the Postal Service must propose a price increase for USPS Marketing Mail Parcels 
that is at least 2 percentage points above the class average for the USPS Marketing Mail class. 
In addition to above-average price increases, the Postal Service should continue to expend a 
reasonable amount of resources given the size of the product to explore and implement 
opportunities to further reduce the unit cost of USPS Marketing Mail Parcels and report on 
those opportunities and results in the FY 2021 ACR. 

 USPS Marketing Mail Carrier Route 

a. Introduction 

In FY 2020, USPS Marketing Mail Carrier Route had a cost coverage below 100 percent for 
the second time since the product was established. Unit attributable cost has been 
increasing steadily over the past 4 years, while unit revenue has decreased. The 
Commission is extremely concerned that USPS Marketing Mail Carrier Route appears to be 
moving in the same direction as USPS Marketing Mail Flats and USPS Marketing Mail 
Parcels. The Commission accordingly requires that the Postal Service increase USPS 
-ÁÒËÅÔÉÎÇ -ÁÉÌ #ÁÒÒÉÅÒ 2ÏÕÔÅȭÓ ÐÒÉÃÅÓ ÉÎ ÔÈÅ ÎÅØÔ -ÁÒËÅÔ $ÏÍinant price adjustment by at 
least 2 percentage points above the class average. The Commission expects that further 
ÐÒÉÃÅ ÉÎÃÒÅÁÓÅÓ ×ÉÌÌ ÈÅÌÐ ÐÒÅÖÅÎÔ ÔÈÉÓ ÐÒÏÄÕÃÔȭÓ ÕÎÉÔ ÃÏÎÔÒÉÂÕÔÉÏÎ ÆÒÏÍ ÄÒÏÐÐÉÎÇ ÅÖÅÎ 
further into negative territory.  

b. FY 2020 Results 

In FY 2020, USPS Marketing Mail Carrier Route had a cost coverage of 96.0 percent, down 
from 99.7 percent in FY 2019. FY 2020 ACR at 12. The Postal Service states that revenue 
per piece increased by 1.0 percent and cost per piece rose by 5.0 percent, while volume 
dropped by 20.6 percent between FY 2019 and FY 2020. Id. at 13-14. The Postal Service 
points to three reasons for a reduction in cost coverage in FY 2020: the COVID-19 
ÐÁÎÄÅÍÉÃ ÃÁÕÓÅÄ ÓÉÇÎÉÆÉÃÁÎÔ ÄÅÃÌÉÎÅÓ ÉÎ -ÁÒËÅÔÉÎÇ -ÁÉÌ ÖÏÌÕÍÅÓȠ ÁÄÖÅÒÔÉÓÅÒÓȭ ÐÒÅÆÅÒÅÎces 
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have continued to favor online advertising over print; and co-mailing has moved volume 
from USPS Marketing Mail Carrier Route into High Density Flats. Id. at 13. 
 
The Postal Service cites an increase in delivery costs as the cause for the increase in unit 
ÁÔÔÒÉÂÕÔÁÂÌÅ ÃÏÓÔÓ ÆÏÒ 5303 -ÁÒËÅÔÉÎÇ -ÁÉÌ #ÁÒÒÉÅÒ 2ÏÕÔÅȟ ÆÕÒÔÈÅÒ ÄÅÔÁÉÌÉÎÇȰȣ ÉÎÃÒÅÁÓÅÓ ÉÎ 
city carrier in-office unit costs and rural carrier unit costs rising 1.1 cents and 0.8 cents, 
respectivelyȢȱ Id. ÁÔ ρτȢ 4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÎÏÔÅÓ ÔÈÁÔ ȰɍÃɎity in -office unit costs were higher 
this year due in part to a costing methodology change regarding sampling of city carriers in 
ÔÈÅ ÏÆÆÉÃÅȱ ÁÎÄ ÔÈÁÔ ÄÅÃÌÉÎÉÎÇ ÖÏÌÕÍÅ ÃÁÕÓÅÄ Á ÌÏÓÓ ÏÆ ÅÃÏÎÏÍÉÅÓ ÏÆ ÄÅÎÓÉÔÙȢ Id. 

c. tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ tƭŀƴ ǘƻ LƳǇǊƻǾŜ /ƻǎǘ /ƻǾŜǊŀƎŜ 

A CHIR was issued asking the Postal Service to provide a plan to improve cost coverage for 
USPS Marketing Mail Carrier Route. CHIR No. 11, question 7. In response, the Postal Service 
stated that costing methodology changes accounted for 64 percent of the observed increase 
in CarriÅÒ 2ÏÕÔÅ ÕÎÉÔ ÃÏÓÔÓȟ ÁÎÄ ÔÈÁÔ ȰȢ Ȣ Ȣ the observed increase in the unit cost for USPS 
Marketing Mail Carrier Route should not be viewed as an occasion to search for new plans 
ÏÒ ÉÎÉÔÉÁÔÉÖÅÓ ÉÎ ÒÅÓÐÏÎÓÅȢȱ 2ÅÓÐÏÎÓÅ ÔÏ #()2 .ÏȢ ρρȟ ÑÕÅÓÔÉÏÎ χȢ The Postal Service also 
pointed out that postal operations and broader operational initiatives are generally 
structured around mail shape, rather than individual products. Id. The Postal Service states 
that it plans to further increase Carrier Route prices above the USPS Marketing Mail class 
average if revenue is not sufficient to cover attributable cost in FY 2021. Id. 

d. Comments on USPS Marketing Mail Carrier Route 

The Public Representative notes that this is the second consecutive year when USPS 
Marketing Mail Carrier Route did not cover its attributable cost. PR Comments at 70. He 
ÐÏÉÎÔÓ ÏÕÔ ÔÈÁÔ ȰɍÉɎÎ Á ÐÅÒÉÏÄ ÏÆ ÏÎÌÙ ÆÏÕÒ ÙÅÁÒÓȟ ÔÈÅ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÏÆ #ÁÒÒÉÅÒ 2ÏÕÔÅ ÄÅÃÌÉÎÅÄ 
ÆÒÏÍ ρςτ ÐÅÒÃÅÎÔ ÔÏ ωφ ÐÅÒÃÅÎÔȢȱ Id. at 70-71. He hopes that the substantial price increase 
approved in Docket No. R2021-1 will help ensure this product covers its cost in FY 2021. Id. 
at 73. 

e. Commission Analysis 

As Figure III-13 shows, unit contribution for Carrier Route has been falling since FY 2016. 
Since FY 2016, unit revenue decreased 0.8 cents,73 while unit cost increased 6.7 cents. 
  

                                                        
73 The Postal Service decreased Carrier Route prices by over 3.0 percent in Docket No. R2017-1. Docket No. R2017-1, Order on Price 
Adjustments for First-Class Mail, Standard Mail, Periodicals, and Package Services Products and Related Mail Classification Changes, November 
15, 2016, at 29 (Order No. 3610). 
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Figure III-13 
USPS Marketing Mail Carrier Route  

Unit Revenue, Attributable Cost, and Contribution, 
FY 2016ςFY 202074 

 

 
Source: Library Reference PRC-LR-ACR2020-4. 

 
Figure III-14 displays the steady decline in cost coverage for USPS Marketing Mail Carrier 
Route. Since its peak of 151.2 percent in FY 2008, cost coverage has dropped 55.0 
percentage points. The cost coverage for USPS Marketing Mail Carrier Route has steadily 
decreased since FY 2016 by an average of 10.3 percentage points each year. 
  

                                                        
74 Complete FY 2008 to FY 2020 USPS Marketing Mail Carrier Route data can be found in Library Reference PRC-LR-ACR2020-4. 
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Figure III-14 
USPS Marketing Mail Carrier Route Cost Coverage,  

FY 2008ςFY 2020 
 

 
Source: Library Reference PRC-LR-ACR2020-4. 

 

 Cost Reduction Efforts 

In Chapter VI. of this Report, the Commission reviews the operational changes/initiatives 
the Postal Service has identified to reduce costs for flat-shaped mailpieces in general, 
including USPS Marketing Mail Carrier Route. However, as explained in Chapter VI., the 
Postal Service is still unable to quantify the impact of any of its operational initiatives or 
operational changes. See Chapter VI., infra. 

 Estimated Impact of Docket No. R2021-1 Price 
Adjustment 

The Postal Service estimates a contribution improvement of $47.0 million as a result of the 
price adjustment in Docket No. R2021-1. Response to CHIR No. 11, question 8. This 
estimate assumes no increase in costs over FY 2020 levels. 
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Table III-5 
USPS Marketing Mail Carrier Route FY 2021 

Estimated Contribution 
 

 
Estimated USPS Marketing Mail Carrier 

Route FY 2021 Contribution 
(Millions)  

Improvement Over Base 
Year  

(Millions) 

No FY 2021 Price Adjustment (Base Year) $(60.4)  

Docket No. R2021-1 Price Adjustment $(13.3) $47.0 

Source: Library Reference PRC-LR-ACR2020-4. 

 

 FY 2019 Directive 

The Commission is extremely concerned about the steady decline of cost coverage for USPS 
Marketing Mail Carrier Route. The Commission recognizes that the COVID-19 pandemic, 
shifts in advertiser preferences, and increases in co-mailing have contributed to significant 
volume losses. However, this is the second consecutive year that USPS Marketing Mail 
Carrier Route has not generated enough revenue to cover its attributable cost. The Postal 
3ÅÒÖÉÃÅȭÓ ÐÌÁÎ ÔÏ ÏÎÌÙ ÁÄÄÒÅÓÓ ÔÈÉÓ ÉÓÓÕÅ ÉÆ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÒÅÍÁÉÎÓ ÂÅÌÏ× ρππ ÐÅÒÃÅÎÔ ÁÔ ÔÈÅ 
end ÏÆ &9 ςπςρ ÉÓ ÉÎÁÄÅÑÕÁÔÅȢ 4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÃÏÕÌÄ ÉÍÐÒÏÖÅ #ÁÒÒÉÅÒ 2ÏÕÔÅȭÓ ÃÏÓÔ 
coverage through cost reductions, but the Postal Service has not quantified any efforts to 
ÒÅÄÕÃÅ #ÁÒÒÉÅÒ 2ÏÕÔÅȭÓ ÃÏÓÔÓ ÉÎ &9 ςπςπȢ See Chapter VI., infra . The Commission, therefore, 
deems it necessary to make its FY 2020 directive to increase USPS Marketing Mail Carrier 
2ÏÕÔÅȭÓ ÐÒÉÃÅÓ ÁÔ ÌÅÁÓÔ ς ÐÅÒÃÅÎÔÁÇÅ ÐÏÉÎÔÓ ÁÂÏÖÅ ÔÈÅ ÃÌÁÓÓ ÁÖÅÒÁÇÅ Á ÒÅÑÕÉÒÅÍÅÎÔȟ ÒÁÔÈÅÒ 
than a recommendation. Compliance with this directive will also satisfy the requirements 
of 39 C.F.R. § 3030.221. 
 
The Commission finds that FY 2020 revenue for USPS Marketing Mail Carrier Route was not 
sufficient to cover attributable cost. The Postal Service has not provided a specific plan to 
reduce Carrier Route costs in FY 2021. Cost coverage for USPS Marketing Mail Carrier Route 
has declined further below 100 percent for the second consecutive year. The Commission finds 
it appropriate to require an above average price change for FY 2021. In the next generally 
applicable Market Dominant price adjustment, the Postal Service must propose a price 
increase for USPS Marketing Mail Carrier Route that is at least 2 percentage points above the 
class average for the USPS Marketing Mail class. In addition to above-average price increases, 
the Postal Service must continue to explore and implement opportunities to further reduce the 
unit costs of flat-shaped mail products, including USPS Marketing Mail Carrier Route, as 
further discussed in Chapter VI. of this Report. 
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 Media Mail/Library Mail 
In FY 2020, Media Mail/Library Mail had a cost coverage of 79.3 percent, a 7.8 percentage 
point increase compared with FY 2019. See FY 2020 ACR at 31; FY 2019 ACR at 32. FY 2020 
was the fourteenth consecutive year that Media Mail/Library Mail did not generate 
sufficient revenue to cover attributable costs. In FY 2020, the cost coverage for Package 
Services generally fell to 92.5 percent. The Media Mail/Library Mail product is one of two 
products in the Package Services class with a cost coverage below 100 percent. Table III-6 
contains the cost coverage of each Package Services product between FY 2016 and FY 
2020. 
 

Table III-6 
Package Services Cost Coverage, 

FY 2016ςFY 2020 

Table III-7 contains the revenue, attributable cost, and the cost coverage of Media 
Mail/Library Mail since 2016. 
 

Table III-7 
Media Mail/Library Financial Results Information, 

FY 2016ςFY 2020 
 

  
Volume 

(Mill ions) 
Revenues 
(Millions) Attributable Cost (Millions) 

Cost Coverage 

FY 2016 75.0 $266.6 $354.3 75.2% 

FY 2017 76.5 $267.1 $352.7 75.7% 

FY 2018 79.0 $276.4 $360.4 76.7% 

FY 2019 80.1 $284.0 $397.0 71.5% 

FY 2020 97.8 $349.4 $440.6 79.3% 

Source: Library Reference PRC-LR-ACR2020-6. 

  

  
Package 

Services Overall 
Alaska 
Bypass 

Bound Printed 
Matter Flats 

Bound Printed 
Matter Parcels 

Media Mail / 
Library Mail 

FY 2016 102.3% 170.0% 160.6% 104.6% 75.2% 

FY 2017 103.5% 193.4% 151.1% 110.5% 75.7% 

FY 2018 102.6% 175.8% 148.9% 109.0% 76.7% 

FY 2019 96.9% 155.9% 143.7% 106.1% 71.5% 

FY 2020 92.5% 147.6% 125.5% 93.8% 79.3% 

Source: Library Reference PRC-LR-ACR2020-6. 
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The Postal Service has consistently increased the prices for Media Mail/Library Mail faster 
than the prices for Package Services as a class. Docket No. R2021-1 included a price 
increase for Media Mail/Library Mail that was over two times as large as the Package 
Services class as a whole. FY 2020 ACR at 31. The Postal Service states that it intends to 
continue to improve the cost coverage of Media Mail/Library Mail through above-average 
price increases. Id. Table III-8 shows the history of price increases for Media Mail/Library 
Mail under the PAEA. This table demonstrates that the Postal Service has consistently 
increased the price of Media Mail/Library Mail above the level of the average price increase 
for the Package Services class, but also highlights the many examples where the price 
increase was very close to the class average increase. 

 
Table III-8 

Media Mail/Library Mail 
Price Adjustment vs. Package Services Price Adjustment Authority 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Public Representative observes that the cost coverage of Media Mail/Library Mail in 
FY ςπςπ ȰÉÓ ÈÉÇÈÅÒ ÔÈÁÎ ÉÔ ×ÁÓ ÉÎ ÔÈÅ ÐÒÅÖÉÏÕÓ ÆÉÖÅ ÙÅÁÒÓȢȱ 02 #ÏÍÍÅÎÔÓ ÁÔ ψπȢ (Å ÎÏÔÅÓ ÁÎ 
ÉÎÃÒÅÁÓÅ ÉÎ ÖÏÌÕÍÅ ÆÏÒ -ÅÄÉÁ -ÁÉÌȾ,ÉÂÒÁÒÙ -ÁÉÌȟ ×ÈÉÃÈ ÈÅ ÁÔÔÒÉÂÕÔÅÓ ÔÏ Á ȰÒÉÓÅ ÏÆ ÏÎÌÉÎÅ 
learning during the COVID-ρω ÐÁÎÄÅÍÉÃȱ ÁÓ ×ÅÌÌ ÁÓ Á ÓÉÍÕÌÔÁÎÅÏÕÓ ÄÅÃÒÅÁÓÅ ÉÎ ÕÎÉÔ ÍÁÉÌ 
processing costs and unit purchased transportation costs. Id. He also notes that the Postal 
3ÅÒÖÉÃÅȭÓ $ÏÃËÅÔ .ÏȢ 2ςπςρ-1 price increase of 3.579 percent for Media Mail/Library Mail 
was above the class average price increase of 1.460 percent. Id. at 82. However, he points 
out thaÔ ȰÂÅÃÁÕÓÅ ÁÌÍÏÓÔ ÁÌÌ ÐÒÉÃÅ ÁÄÊÕÓÔÍÅÎÔ ÁÕÔÈÏÒÉÔÙ ÁÖÁÉÌÁÂÌÅ ÆÏÒ 0ÁÃËÁÇÅ 3ÅÒÖÉÃÅÓ 
under the cap was given to [Media Mail/Library Mail], another product that also failed to 
cover costs in FY 2020 (namely, BPM Parcels), did not receive any price adjustments at ÁÌÌȢȱ 
Id. at 82-ψσȢ &ÏÒ ÔÈÉÓ ÒÅÁÓÏÎȟ ÈÅ ȰÅÎÃÏÕÒÁÇÅɍÓɎ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÔÏ ÃÏÎÔÉÎÕÅ ÔÈÅ ÁÂÏÖÅ-
average price adjustments for [Media Mail/Library Mail] in the future, [while] striv[ing] to 

Docket No. Media Mail/Library Mail Price 
Adjustment 

Package Services Price 
Adjustment 

R2008-1 4.538% 2.875% 

R2009-2 7.468% 3.800% 

R2011-2 1.964% 1.740% 

R2012-3 2.581% 2.115% 

R2013-1 3.469% 2.567% 

R2013-10 2.061% 1.453% 

R2015-4 2.197% 1.787% 

R2017-1 1.135% 0.973% 

R2018-1 1.993% 1.960% 

R2019-1 2.954% 2.522% 

R2020-1 1.993% 1.892% 

R2021-1 3.579% 1.460% 

Source: Library Reference PRC-LR-ACR2020-6. 
 



Docket No. ACR2020    - 53 - 
 
 
 

 

propose price increases for [Media Mail/Library Mail] and BPM Parcels so that both 
ÐÒÏÄÕÃÔÓ ÃÁÎ ÍÁËÅ ÉÍÐÒÏÖÅÍÅÎÔÓ ÉÎ ÃÏÓÔ ÃÏÖÅÒÁÇÅȢȱ Id. at 83. 
 
Media Mail/Library Mail did not cover its attributable costs or make a contribution to 
institutional costs in FY 2020. The Commission has previously recognized that Media 
Mail/Li brary Mail has educational, cultural, scientific, or informational value to the 
recipient of the mail matter. See, e.g., FY 2019 ACD at 66. The Postal Service has indicated 
that it intends to continue to apply above-average price increases to Media Mail/Library 
Mail. FY 2020 ACR at 31. 
 
The Commission finds that the FY 2020 revenue for Media Mail/Library Mail was not 
sufficient to cover attributable costs. The Commission recommends that the Postal Service 
apply an above-average price increase to Media Mail/Library Mail in the next rate case while 
balancing the need for BPM Parcels to also receive an above-average price increase. 

 Bound Printed Matter Parcels 
The second product in the Package Services class to not cover its attributable costs, Bound 
Printed Matter Parcels (BPM Parcels), had a cost coverage of 94.0 percent in FY 2020,75 a 
notable decline from its cost coverage of 106.1 percent in FY 2019. Table III-9 shows the 
cost coverage of BPM Parcels since FY 2016. 
 

Table III-9 
Bound Printed Matter Parcels Cost Coverage 

FY 2016ςFY 2020 
 

Fiscal Year 
Volume 

(Millions) 
Revenue (Millions)  

Attributable Cost 
(Millions) 

Cost Coverage 

FY 2016 250.0 $289.7 $277.1 104.5% 

FY 2017 277.6 $298.6 $270.3 110.5% 

FY 2018 294.8 $318.7 $292.4 109.0% 
FY 2019 285.9 $314.7 $296.7 106.1% 

FY 2020 260.6 $289.3 $307.9 94.0% 

Source: Library Reference PRC-LR-ACR2020-6. 

 
4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÅØÐÌÁÉÎÓ ÔÈÁÔ ÔÈÉÓ ÄÅÃÌÉÎÅ ×ÁÓ ȰÄÕÅ ÔÏ Á ÓÉÇÎÉÆÉÃÁÎÔ ÉÎÃÒÅÁÓÅ ÉÎ ÕÎÉÔ ÃÏÓÔÓ 
ÔÈÁÔ ×ÁÓ ÎÏÔ ÍÁÔÃÈÅÄ ÂÙ ÁÎ ÉÎÃÒÅÁÓÅ ÉÎ ÕÎÉÔ ÒÅÖÅÎÕÅÓȢȱ &9 ςπςπ !#$ Át 30. The Postal 
3ÅÒÖÉÃÅ ÎÏÔÅÓ ÔÈÁÔ ȰÁ ÓÉÇÎÉÆÉÃÁÎÔ ÐÏÒÔÉÏÎ ÏÆ ÔÈÉÓ ÃÈÁÎÇÅ ÃÁÎ ÂÅ ÁÔÔÒÉÂÕÔÅÄ ÔÏ ÔÈÒÅÅ 
rulemaking dockets where costing methodology changes were approved by the 
#ÏÍÍÉÓÓÉÏÎȢȱ76 The three rulemaking dockets were Docket No. RM2019-6 (Proposal One), 
Docket No. RM2020-1 (Proposal Nine), and Docket No. RM2020-10 (Proposal Three). The 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÔÈÅÎ ÁÓÓÅÒÔÓ ÔÈÁÔ ȰɍÁɎÓ Á ÒÅÓÕÌÔ ÏÆ ÔÈÅÓÅ ÔÈÒÅÅ ÃÏÓÔÉÎÇ ÍÅÔÈÏÄÏÌÏÇÙ ÃÈÁÎÇÅÓȟ 

                                                        
75 FY 2020 ACR at 30. 

76 Responses of the United States Postal Service to Questions 1-оу ƻŦ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜst No. 1, January 19, 2021, question 14 
(Response to CHIR No. 1). 
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[BPM Parcels] unit costs were estimated to increase by $0.142 in FY 2020. Thus, the bulk of 
the observed CRA increase in unit costs can be attributed to methodology changes rather 
ÔÈÁÎ ÏÐÅÒÁÔÉÏÎÁÌ ÃÏÎÄÉÔÉÏÎÓȢȱ Id. 
 
The Public Representative notes that after cost coverage of BPM Parcels hovered between 
104.5 percent and 119.1 percent for years FY 2014 through FY 2019, it sunk to 93.8 
ÐÅÒÃÅÎÔ ÉÎ &9 ςπςπȢ 02 #ÏÍÍÅÎÔÓ ÁÔ χφȢ (Å ÁÓÓÅÒÔÓ ȰÔÈÁÔ ÔÈÅ ÂÅÌÏ×-average price increase 
of 1.741 percent that BPM Parcels received in FY 2020 was reasonable considering that the 
product was covering cosÔÓ ÉÎ ÐÒÉÏÒ ÙÅÁÒÓȟȱ ÂÕÔ ÎÏÔÅÓ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÄÉÄ ÎÏÔ 
propose any increase in price for FY 2021. Id. at 79. Accordingly, he agrees with the Postal 
3ÅÒÖÉÃÅȭÓ ÉÎÔÅÎÔÉÏÎ ÔÏ ȰÒÅÃÏÍÍÅÎÄ ÔÏ ÔÈÅ 'ÏÖÅÒÎÏÒÓ ÔÏ ÁÐÐÌÙ ÁÎ ÁÂÏÖÅ-CPI price increase to 
BPM ParcelÓ ÔÏ ÉÍÐÒÏÖÅ ÉÔÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÁÎÄ ÒÅÖÅÎÕÅȱ ×ÈÉÌÅ ÁÄÄÉÎÇ ÔÈÁÔ ÁÎÙ ÐÒÉÃÅ 
ÉÎÃÒÅÁÓÅ ÍÁÙ ÂÅ ÔÏÏ ÌÁÔÅ ȰÔÏ ÒÅÓÕÌÔ ÉÎ Á ÐÏÓÉÔÉÖÅ ÃÏÎÔÒÉÂÕÔÉÏÎ ÆÒÏÍ "-0 0ÁÒÃÅÌÓ ÉÎ &9 ςπςρȢȱ 
Id. at 79-80. 
 
The Commission finds that FY 2020 revenue for BPM Parcels was not sufficient to cover 
attributable costs. The Commission recommends that the Postal Service propose a price 
increase for BPM Parcels that is above the class average for the Package Services class. In 
addition to an above-average price increase, the Postal Service should continue to expend a 
reasonable amount of resources proportionate to the size of the product to explore and 
implement opportunities to reduce the unit cost of BPM Parcels and report on those 
opportunities and results in the FY 2021 ACR. 

 Money Orders 
The Money Orders product provides the customer with an instrument for payment of a 
specified sum of money, with a maximum value of $1,000. Historically a product that 
reliably covered costs until FY 2016, this product has exhibited inconsistent financial 
results in recent years. Table III-10 shows the cost coverage for the Money Orders product 
from FY 2016 to FY 2020. 
 

Table III-10 
Money Orders Cost Coverage 

FY 2016ςFY 2020 
 

Fiscal Year Revenue (Millions)  
Attributable Cost 

(Millions) 
Cost Coverage 

FY 2016 $156.7 $171.7 91.3% 

FY 2017 $152.4 $156.4 97.4% 

FY 2018 $158.5 $146.7 108.1% 

FY 2019 $162.9 $154.5 105.5% 
FY 2020 $153.3 $156.9 97.7% 

Source: Library Reference PRC-LR-ACR2020-7. 

 



Docket No. ACR2020    - 55 - 
 
 
 

 

FY 2020 presented unprecedented challenges to the Money Orders product that resulted in 
its cost coverage dropping to 97.7 percent. FY 2020 ACR at 33. The Postal Service explains 
that this decline was caused by a decrease in revenue with a simultaneous increase in cost 
compared to the previous fiscal year. Response to CHIR No. 1, question 12. The decrease in 
ÒÅÖÅÎÕÅ ÓÔÅÍÍÅÄ ÆÒÏÍ ȰÔÈÅ ÄÅÃÒÅÁÓÅ ÏÆ ΑχȢω- ÉÎ ÉÍÐÕÔÅÄ ÉÎÔÅÒÅÓÔ ÅÁÒÎÅÄ ÏÎ ÍÏÎÅÙ ÏÒÄÅÒ 
ÆÌÏÁÔȢȱ Id. The Postal Service further explains that it saw the face value of its transactions 
increase, which led to an increase in debit card transaction costs. FY 2020 ACR at 33-34. 
With debit card expenses accounting for 18 percent of the attributable cost of Money 
Orders, the rise in those expenses led to a unit increase of roughly 5 cents per transaction. 
Response to CHIR No. 1, question 12. 
 
The Public Representative notes that for the first time since FY 2016 to FY 2017, Money 
/ÒÄÅÒÓ ×ÁÓ ÕÎÁÂÌÅ ÔÏ ÃÏÖÅÒ ÉÔÓ ÃÏÓÔÓȢ 02 #ÏÍÍÅÎÔÓ ÁÔ ψσȢ (Å ÎÏÔÅÓ ÔÈÁÔ ÔÏ ȰÉÍÐÒÏÖÅ ÔÈÅ 
cost coverage of Money Orders, the Postal Service initiated the price increase of 3.215 
percent in Docket No. R2021-ρȟȱ ÍÏÒÅ ÔÈÁÎ Ô×ÉÃÅ ÔÈÅ ÁÖÅÒÁÇÅ ÃÌÁÓÓ-level price increase for 
Special Services. Id. ÁÔ ψυȢ 4ÈÏÕÇÈ ÈÅ ȰÁÇÒÅÅÓ ×ÉÔÈ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÔÈÁÔȟ ÇÅÎÅÒÁÌÌÙ 
speaking, the price increase approved in Docket No. R2021-1 should improve the cost 
ÃÏÖÅÒÁÇÅ ÏÆ -ÏÎÅÙ /ÒÄÅÒÓȟȱ ÈÅ ÎÅÖÅÒÔÈÅÌÅÓÓ ÍÁÉÎÔÁÉÎÓ ÔÈÁÔ ÉÔ ÉÓ ȰÕÎÃÌÅÁÒ ×ÈÁÔ ÁÓÐÅÃÔÓ ÏÆ 
consumer behavior changed in the recent year and whether and how the Postal Service will 
address the implications resulting from the shifts in conÓÕÍÅÒ ÂÅÈÁÖÉÏÒ ÉÆ ÉÔ ÃÏÎÔÉÎÕÅÓȢȱ Id. 
4ÈÕÓȟ ÈÅ ÃÏÎÃÌÕÄÅÓ ÔÈÁÔ ÔÈÅÒÅ ÁÒÅ ȰÄÏÕÂÔÓ ×ÈÅÔÈÅÒ ÔÈÅ ÉÍÐÁÃÔ ÏÆ ÔÈÅ ÐÒÉÃÅ ÉÎÃÒÅÁÓÅÓ ÏÎ ÃÏÓÔ 
ÃÏÖÅÒÁÇÅ ×ÏÕÌÄ ÏÆÆÓÅÔ ÔÈÅ ÅÆÆÅÃÔ ÏÆ ÔÈÅ ÓÈÉÆÔÓ ÉÎ ÃÏÎÓÕÍÅÒ ÂÅÈÁÖÉÏÒȢȱ Id. 
 
The Commission finds that FY 2020 revenue for Money Orders was not sufficient to cover 
attributable cost. The Commission recommends that the Postal Service propose an 
above-average price increase for Money Orders moving forward (consistent with 39 C.F.R. 
§ 3030.221). In addition to above-average price increases, the Postal Service should expend a 
reasonable amount of resources proportionate to the size of the product to explore the 
reasons behind any shift in consumer behavior contributing to the decrease in revenue for 
Money Orders, and report on the results of this investigation in the FY 2021 ACR. 

 Market Dominant International Mail 
Market Dominant international mail is currently comprised of six products: Inbound Letter 
Post, Outbound Single-Piece First-Class Mail International, International Ancillary Services, 
International Reply Coupon Service, International Business Reply Mail Service, and 
Inbound Market Dominant Multi-Service Agreements with Foreign Postal Operators 1. In 
FY 2020, the Commission approved the transfer of three products: Inbound Market 
Dominant Exprès Service Agreement 1, Inbound Market Dominant Registered Service 
Agreement 1, and Inbound Market Dominant PRIME Tracked Service Agreement to the 
Competitive product list.77 The Commission simultaneously approved the transfer of the 
Australian Postal Corporation-United States Postal Service Bilateral Agreement and the 
Canada Post Corporation-United States Postal Service Bilateral Agreement from the 
                                                        
77 See Docket No. MC2020-73, Order Approving Transfer of Market Dominant Negotiated Service Agreements to the Competitive Product List, 
February 19, 2020 (Order No. 5437). 
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Inbound Market Dominant Multi-Service Agreements with Foreign Postal Operators 1 
product to the Inbound Competitive Multi-Service Agreements with Foreign Postal 
Operators 1 product. See Order No. 5437. In FY 2020, the Commission also approved the 
transfer of international small packets and bulky letters from the Market Dominant 
Inbound Letter Post product to the Competitive Inbound Letter Post Small Packets and 
Bulky Letters product, as well as associated International Registered Mail, effective January 
1, 2020.78 
 
In FY 2020, Inbound Letter Post and International Ancillary Services did not cover their 
attributable costs. Two components of International Ancillary Services, International 
Registered Mail (Quarter 1 only) and Outbound International Return Receipt, did not cover 
their costs. 

a. Inbound Letter Post 

 Background 

Inbound Letter Post consists of inbound mail for which foreign postal operators reimburse 
the Postal Service at terminal dues for the delivery of foreign-origin mail.79 Terminal dues 
are prices set by the Universal Postal Union (UPU).80 In Quarter 1 of FY 2020, Inbound 
Letter Post was comprised of format P/G (letters and flats) and format E (small packets and 
bulky letters) items. In Quarter 2 through Quarter 4 of FY 2020, Inbound Letter Post was 
comprised solely of format P/G items, following the transfer of format E items to the 
Competitive Inbound Letter Post Small Packets and Bulky Letters product on the 
Competitive product list.81 
 
The Commission reviews the compliance of the Inbound Letter Post product on an annual 
basis. The Inbound Letter Post product has never covered its attributable cost and the 
Commission has consistently recommended that the Postal Service take actions to improve 
the cost coverage of this product.82 

                                                        
78 See Docket Nos. MC2019-17 and CP2019-мррΣ hǊŘŜǊ DǊŀƴǘƛƴƎ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ aƻǘƛƻƴ ŀƴŘ !ǇǇǊƻǾƛƴƎ tǊƛŎŜǎ ŦƻǊ LƴōƻǳƴŘ [ŜǘǘŜǊ tƻǎǘ {Ƴŀƭƭ 
Packets and Bulky Letters, December 19, 2019, at 1 (Order No. 5372); see also Docket No. MC2019-17, Order Conditionally Approving Transfer, 
January 9, 2019 (Order No. 4980). 

79 Postal Regulatory Commission, (draft) Mail Classification Schedule, effective on January 25, 2021, available at http://www.prc.gov/mail-
classification-schedule (MCS), Section 1130. The Inbound Letter Post product refers to international mail that is not classified as Parcel Post, 
Express Mail Service (EMS), or Global Express Guaranteed. It consists of inbound International pieces (originating outside of the United States 
and destined for delivery inside of the United States) that contain only documents, and encompass letters (to include aerogrammes and 
postcards) and large letters. Until January 1, 2020, Inbound Letter Post included small packets containing goods weighing up to 2.2 kilograms. 

80 The UPU is a United Nations specialized agency comprising 192 member countries, including the United States. Member countries negotiate 
international agreements governing the exchange of international mail, including applicable rates for the delivery of international mail. 
Terminal dues are also referred to as default UPU rates, because they apply in the absence of an agreement between or among postal 
operators establishing other rates. The UPU terminal dues system is based on the following classification of letter post items: format P (small 
letters containing documents), format G (large letters containing documents), and format E (bulky letters containing documents and small 
packets containing goods or documents and goods). 

81 See Order Nos. 4980 and 5372. The Inbound Letter Post Small Packets and Bulky Letters product was compensatory in FY 2020. Notice of the 
United States Postal Service of Revisions to Certain Pages of the FY 2020 Annual Compliance Report -  Errata, February 22, 2021, at 7 (Errata to 
Certain Pages of the FY 2020 ACR). 

82 See, e.g., FY 2019 ACD at 59, FY 2018 ACD at 85, FY 2017 ACD at 69, FY 2016 ACD at 67, FY 2018 ACD at 70, and FY 2014 ACD at 54. 
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 FY 2020 Financial Results 

In FY 2020, revenue for Inbound Letter Post did not cover its attributable cost. Cost 
coverage increased from 78.5 percent in FY 2019 to 83.3 percent in FY 2020.83 Total 
contribution improved from -$164.0 million in FY 2019 to -$44.7 million in FY 2020.84 
 
4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÁÔÔÒÉÂÕÔÅÓ ÔÈÅ )ÎÂÏÕÎÄ ,ÅÔÔÅÒ 0ÏÓÔ ÐÒÏÄÕÃÔȭÓ ÆÉÎÁÎÃÉÁÌ ÐÅÒÆÏÒÍÁÎÃÅ ÔÏ ÉÔÓ 
ȰÕÎÉÑÕÅ ÐÒÉÃÉÎÇ ÒÅÇÉÍÅȟȱ ÁÓ ÉÔ ÈÁÓ ÉÎ ÐÁÓÔ ÙÅÁÒÓȢ &9 ςπςπ !#2 ÁÔ χ. The Postal Service states 
ÔÈÁÔ ÉÔ ȰÄÉÄ ÎÏÔ ÄÅÔÅÒÍÉÎÅ ÔÈÅ ÐÒÉÃÅÓ ɍÐÁÉÄ ÂÙ ÆÏÒÅÉÇÎ ÐÏÓÔÁÌ ÏÐÅÒÁÔÏÒÓɎ ÆÏÒ )ÎÂÏÕÎÄ ,ÅÔÔÅÒ 
0ÏÓÔȢȱ Id. The Postal Service explains that these prices are set according to a UPU terminal 
dues formula established in the Universal Postal Convention. Id. at 7-8. 
 
4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÁÌÓÏ ÁÓÓÅÒÔÓ ÔÈÁÔ ÉÔ ÈÁÓ ȰÃÏÌÌÁÂÏÒÁÔÅÄ ×ÉÔÈ ÏÔÈÅÒ &ÅÄÅÒÁÌ ÅÎÔÉÔÉÅÓȟ 
including the Department of State, which has lead responsibility for representation of the 
5ÎÉÔÅÄ 3ÔÁÔÅÓ ÉÎ ÔÈÅ 505ȟ ÔÏ ÉÍÐÒÏÖÅ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÏÎ )ÎÂÏÕÎÄ ,ÅÔÔÅÒ 0ÏÓÔ ÍÁÉÌȢȱ Id. at 8. 
4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÎÏÔÅÓ ÔÈÁÔ ÔÈÅÓÅ ÅÆÆÏÒÔÓ ȰÃÕÌÍÉÎÁÔÅÄ ÉÎ ÔÈÅ ÁÄÏÐÔÉÏÎ ÏÆ ÓÅÌÆ-declared 
rates for E-format items (generally packets and bulky letters up to 4.4 pounds) beginning 
ÉÎ *ÕÌÙ ςπςπ ȣȢȱ IdȢ 4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÆÕÒÔÈÅÒ ÓÔÁÔÅÓ ÔÈÁÔ ȰɍÉɎÎ ÃÏÍÂÉÎÁÔÉÏÎ ×ÉÔÈ ÔÈÉÓ 
groundbreaking change, the Postal Service transferred inbound E-format items to the 
competitive product list in January 2020, and thus E-format items are no longer part of the 
-ÁÒËÅÔ $ÏÍÉÎÁÎÔ )ÎÂÏÕÎÄ ,ÅÔÔÅÒ 0ÏÓÔ ÐÒÏÄÕÃÔȢȱ Id. The Postal Service notes that, therefore, 
ȰÔÈÅ ÃÏÎÔÒÉÂÕÔÉÏÎ ÆÏÒ ÔÈÅ )ÎÂÏÕÎÄ 3ÍÁÌÌ 0ÁÃËÅÔÓ ÁÎÄ "ÕÌËÙ ,ÅÔÔÅÒÓ ÐÒÏÄÕÃÔ ÉÓ ÎÏ× ÐÁÒÔ ÏÆ 
the overall contribution calculation fÒÏÍ ÃÏÍÐÅÔÉÔÉÖÅ ÓÅÒÖÉÃÅÓȢȰ Id. 
 
,ÁÓÔÌÙȟ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÓÔÁÔÅÓ ÔÈÁÔ ÉÔ ÉÓ ȰÍÉÎÄÆÕÌ ÏÆ ÔÈÅ ÆÁÃÔ ÔÈÁÔ ÁÄÄÉÔÉÏÎÁÌ ×ÏÒË ÓÔÉÌÌ ÎÅÅÄÓ 
ÔÏ ÂÅ ÄÏÎÅ ÔÏ ÒÁÉÓÅ ÔÈÅ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÏÆ )ÎÂÏÕÎÄ ,ÅÔÔÅÒ 0ÏÓÔ ÌÅÔÔÅÒÓ ÁÎÄ ÆÌÁÔÓȢȱ Id. at 9. The 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ȰÅØÐÅÃÔÓ ÆÕÒÔÈÅr progress in this regard later in 2021, when the next UPU 
Congress is scheduled to convene to consider increases in the rates for letter and flat 
ÆÏÒÍÁÔÓ ÂÅÇÉÎÎÉÎÇ ÉÎ ςπςςȢȱ Id. 4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÓÔÁÔÅÓ ÔÈÁÔ ÉÔ ȰÐÌÁÎÓ ÔÏ ÁÃÔÉÖÅÌÙ ÐÕÒÓÕÅ 
efforts to improvÅ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÏÎ )ÎÂÏÕÎÄ ,ÅÔÔÅÒ 0ÏÓÔ ÌÅÔÔÅÒÓ ÁÎÄ ÆÌÁÔÓȢȱ Id. 
 
CHIR No. 1 asked the Postal Service to explain in detail the steps it has and will take to 
actively pursue efforts to improve cost coverage on Inbound Letter Post at the UPU 
Congress.85 The Postal Service was also asked to provide estimated Inbound Letter Post 
cost coverage for Calendar Year (CY) 2022 to CY 2025, by UPU country group and as a 
whole, under the UPU Congress terminal dues proposals. CHIR No. 1, question 36.b. The 
Postal Service provided non-public responses describing these steps and estimated cost 
coverage. Response to CHIR No. 1, questions 36.a., 36.b. 

                                                        
83 FY 2019 ACD at 58; Library Reference PRC-LR-ACR2020-ммΣ 9ȄŎŜƭ ŦƛƭŜ άtw/-LR-ACR2020-ммΦȄƭǎȄΣέ ǘŀō ά5ŀǘŀ ŦƻǊ tǊŜǎŜƴǘŀǘƛƻƴΣέ cell S14. 

84 FY 2019 ACD at 58; Library Reference PRC-LR-ACR2020-ммΣ 9ȄŎŜƭ ŦƛƭŜ άtw/-LR-ACR2020-ммΦȄƭǎȄΣέ ǘŀō ά5ŀǘŀ ŦƻǊ tǊŜǎŜƴǘŀǘƛƻƴΣέ ŎŜƭƭǎ όIон ς 
S32)/1000. 

85 /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ мΣ WŀƴǳŀǊȅ ммΣ нлнмΣ ǉǳŜǎǘƛƻƴ осΦŀΦ ό/ILw bƻΦ мύΦ 
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 Comments on Inbound Letter Post 

Only the Public Representative commented on Inbound Letter Post. The Public 
Representative acknowledges an improvement in cost coverage for Inbound Letter Post 
from FY 2019 to FY 2020. PR Comments at 61. He also notes that revenue per piece and 
cost per piece for Inbound Letter Post decreased between FY 2019 and FY 2020. Id. at 62. 
He avers that the approximately 61 percent decrease in Inbound Letter Post volume 
ÂÅÔ×ÅÅÎ &9 ςπρω ÁÎÄ &9 ςπςπ Ȱ×ÁÓ ÐÒÉÍÁÒÉÌÙ ÄÕÅȱ ÔÏ ÔÈÅ ÔÒÁÎÓÆÅÒ ÏÆ ÔÈÅ ÆÏÒÍÁÔ % ÉÔÅÍÓ ÔÏ 
the Competitive product list in January 2020.86 
 
The Public Representative acknowledges that the loss of $31.3 million on Inbound Letter 
0ÏÓÔ ÉÎ &9 ςπςπ ÉÓ ȰÓÕÂÓÔÁÎÔÉÁÌÌÙ ÌÅÓÓ ÔÈÁÎ ÔÈÅ ÌÏÓÓ ÔÈÅ ÐÒÏÄÕÃÔ ÅØÐÅÒÉÅÎÃÅÄ ÉÎ ÁÎÙ ÙÅÁÒ 
ÂÅÔ×ÅÅÎ &9 ςπρς ÁÎÄ &9 ςπρωȟ ÁÎÄ ÉÓ ÓÌÉÇÈÔÌÙ ÌÅÓÓ ÔÈÁÎ ÔÈÅ &9 ςπρρ ÌÏÓÓȢȱ87 However, he 
ȰÄÏÕÂÔÓ ÔÈÁÔ ÔÈÉÓ ÐÒÏÄÕÃÔ ×ÉÌÌ ÃÏÖÅÒ ÃÏÓÔÓȟ ÌÅÔ ÁÌÏÎÅ ÉÍÐÒÏÖÅ ÉÔÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÉÎ &9 ςπςρȱ 
because the Postal Service does not set its own rates for the Inbound Letter Post product. 
PR Comments at 64. 
 
4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÒÅÓÐÏÎÄÅÄ ÔÈÁÔ ÉÔ ȰÉÓ ×ÅÌÌ Á×ÁÒÅ ÏÆ ÔÈÅ ÃÈÁÌÌÅÎÇÅÓȟ ÂÕÔ ÆÕÔÕÒÅ ÁÃÔÉÏÎ ÔÏ 
improve the cost coverage for Inbound Letter Post is on the horizon, as discussed 
ÅÌÓÅ×ÈÅÒÅ ÉÎ ÔÈÉÓ ÄÏÃËÅÔȢȱ88 

 Commission Analysis 

The 60.9 percent decrease in Inbound Letter Post volume in FY 2020 was related to the 
transfer of format E pieces to the Competitive product list in Quarter 2 of FY 2020. Inbound 
Letter Post volume decreased from 560.5 million pieces in FY 201989 to 218.9 million 
pieces in FY 2020.90 The 72.3 percent reduction in format E volume within the Market 
Dominant Inbound Letter Post product, from 431.7 million pieces in FY 2019 to 119.6 
million pieces in FY 2020,91 is largely proportional to the quarters in FY 2020 for which 
format E pieces were not included within the Inbound Letter Post product. See id. 
 

                                                        
86 Id. In its Errata to Certain Pages of the FY 2020 ACR filed after the comment deadline, the Postal Service revised Inbound Letter Post volume 
from 219.2 million pieces to 218.9 million pieces. This decline in volume still results in an approximate 61 percent decrease in Inbound Letter 
Post volume from FY 2019 to FY 2020. See FY 2019 ACR at 7, Table 1; see also Errata to Certain Pages of the FY 2020 ACR at 4. 

87 PR Comments at 62. In its Errata to Certain Pages of the FY 2020 ACR filed after the comment deadline, the Postal Service revised the FY 2020 
loss on Inbound Letter Post to $44.7 million, which is less than every year since FY 2012. Errata to Certain Pages of the FY 2020 ACR at 4; PR 
Comments at 63, Chart IV-1. The Postal Service also revised the FY 2020 revenue, attributable cost, cost per piece, unit contribution, and cost 
coverage for Inbound Letter Post. 

88 Reply Comments of the United States Postal Service, February 12, 2021, at 2 (Postal Service Reply Comments). 

89 FY 2019 ACR at 7, Table 1. 

90 See Library Reference PRC-LR-ACR2020-ммΣ 9ȄŎŜƭ ŦƛƭŜ άtw/-LR-ACR2020-ммΦȄƭǎȄΣέ ǘŀō ά5ŀǘŀ ŦƻǊ tǊŜǎŜƴǘŀǘƛƻƴΣέ ŎŜƭƭ IмпκмлллΦ 

91 See Library Reference PRC-LR-ACR2020-ммΣ 9ȄŎŜƭ ŦƛƭŜ άtw/-LR-ACR2020-ммΦȄƭǎȄΣέ ǘŀō ά5ŀǘŀ ŦƻǊ tǊŜǎŜƴǘŀǘƛƻƴΣέ ŎŜƭƭ Dмсκмллл ŦƻǊ C¸ нлмф 
format E volume and cell H16/1000 for FY 2020 format E volume; see also Library Reference USPS-FY20-41, (revised) February 22, 2021, Excel 
ŦƛƭŜ άC¸нл L. [t {ƘŀǇŜ ōȅ ¦t¦ DǊƻǳǇΦwŜǾΦнΦннΦнмΦȄƭǎȄΣέ ǘŀō άLƴōƻǳƴŘ [t tǊƻŘǳŎǘ 5ŀǘŀΣέ ŎŜƭƭǎ ό9тҌ9млҌ9моҌ9мсύκмллл ŦƻǊ C¸ нлмф format E 
volume and cells (H7+H10+H13+H16)/1000 for FY 2020 format E volume. 
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More notably going forward, between FY 2019 and FY 2020 format P/G volume declined by 
22.9 percent, from 128.8 million pieces in FY 2019 to 99.3 million pieces in FY 2020.92 The 
decline in format P/G volume could be partially due to the lack of air transportation 
capacity from other countries to the United States and the suspension of international mail 
service to the United States from some foreign postal operators during the COVID-19 
pandemic. FY 2020 ACR at 67. 
 
The Commission recognizes the improvement in Inbound Letter Post cost coverage from 
78.5 percent in FY 2019 to 83.3 percent in FY 2020.93 The Commission also acknowledges 
the improvement in the contribution of Inbound Letter Post from -$164.0 million in 
FY 2019 to -$44.7 million in FY 2020.94 However, the Commission notes that format P/G 
cost coverage declined by 13.7 percentage points, from 99.9 percent in FY 2019 to 86.2 
percent in FY 2020, while cost coverage for format E volume improved from 76.4 percent 
in FY 2019 to 82.5 percent in Quarter 1 of FY 2020.95 4ÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÁÎÁÌÙÓÉÓ ÏÆ ÔÈÅ 
financial data suggests that the improvement in Inbound Letter Post cost coverage from 
78.5 percent in FY 2019 to 82.1 percent in Quarter 1 of FY 2020 was largely due to 
improved financial performance for format E volume, which will not be included in the 
product in future fiscal years. A more in-depth analysis of volume, revenue, and cost trends 
for the Inbound Letter Post product by UPU country group and shape is in Library 
Reference PRC-LR-ACR2020-11.96 
 
!Ó ÄÉÓÃÕÓÓÅÄ ÉÎ 3ÅÃÔÉÏÎ )))ȢψȢÂȢȟ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭs failure to meet UPU-established quality 
of service targets for Inbound Letter Post resulted in the Postal Service receiving less than 
the maximum compensation available under the terminal dues system, which would have 
ÉÍÐÒÏÖÅÄ ÔÈÅ ÐÒÏÄÕÃÔȭÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅ and contribution.97 
 

                                                        
92 See Library Reference PRC-LR-ACR2020-ммΣ 9ȄŎŜƭ ŦƛƭŜ άtw/-LR-ACR2020-ммΦȄƭǎȄΣέ ǘŀō ά5ŀǘŀ ŦƻǊ tǊŜǎŜƴǘŀǘƛƻƴΣΣ ŎŜƭƭ Dмрκмллл ŦƻǊ C¸ нлмф 
format P/G volume, and cell H15/1000 for FY 2020 format P/G volume; see also Library Reference USPS-FY20-41, (revised), February 22, 2021, 
9ȄŎŜƭ ŦƛƭŜ άC¸нл L. [t {ƘŀǇŜ ōȅ ¦t¦ DǊƻǳǇΦwŜǾΦнΦннΦнмΦȄƭǎȄΣέ ǘŀō άLƴōƻǳƴŘ [t tǊƻŘǳŎǘ 5ŀǘŀέ ŎŜƭƭǎ ό9сҌ9фҌ9мнҌ9мрύκмллл ŦƻǊ C¸ 2019 format 
P/G volume and cells (H6+H9+H12+H15)/1000 for FY 2020 format P/G volume. 

93 See FY 2019 ACD at 58; see also Library Reference PRC-LR-ACR2020-ммΣ 9ȄŎŜƭ ŦƛƭŜ άtw/-LR-ACR2020-ммΦȄƭǎȄΣέ ǘŀō ά5ŀǘŀ ŦƻǊ tǊŜǎŜƴǘŀǘƛƻƴΣέ ŎŜƭƭ 
S14 for FY 2020 Inbound Letter Post cost coverage. 

94 See FY 2019 ACD at 58; see also Library Reference PRC-LR-ACR2020-ммΣ 9ȄŎŜƭ ŦƛƭŜ άtw/-LR-ACR2020-ммΦȄƭǎȄΣέ ǘŀō ά5ŀǘŀ ŦƻǊ tǊŜǎŜƴǘŀǘƛƻƴΣέ ŎŜƭƭǎ 
(H32 ς S32)/1000. 

95 See Library Reference PRC-LR-ACR2020-ммΣ 9ȄŎŜƭ ŦƛƭŜ άtw/-LR-ACR2020-ммΦȄƭǎȄΣέ ǘŀō ά5ŀǘŀ ŦƻǊ tǊŜǎŜƴǘŀǘƛƻƴΣέ ŎŜƭls R15 and S15 for format P/G 
cost coverages in FY 2019 and FY 2020, respectively, and cells R16 and S16 for format E cost coverages in FY 2019 and FY 2020, respectively. 

96 In Docket No. RM2018-2, the Commission revised its periodic reporting requirements codified in 39 C.F.R. part 3050. See Docket No. RM2018-
2, Order Amending Rules for Periodic Reporting, September 28, 2018 (Order No. 4836). These revised annual reporting rules require the Postal 
Service to provide Inbound Letter Post revenue, volume, attributable cost, and contribution data by UPU country group and by shape. Order 
No. 4836 at 13, 29; see 39 C.F.R. § 3050.21(l). The Postal Service filed the required Inbound Letter Post data by UPU country group for FY 2016 
and by UPU country group and shape for FY 2017 through FY 2020 in Library Reference USPS-FY20-пмΦ ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ŀƴŀƭȅǎƛǎ ƻŦ LƴōƻǳƴŘ 
Letter Post, included in Library Reference PRC-LR-ACR2020-11 is based on data reported in Library Reference USPS-FY20-41, (revised) February 
22, 2021. 

97 ThŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŦŀƛƭǳǊŜ ǘƻ ƳŜŜǘ ǘƘŜ ¦t¦ ŜǎǘŀōƭƛǎƘŜŘ ǉǳŀƭƛǘȅ ƻŦ ǎŜǊǾƛŎŜ ǘŀǊƎŜǘǎ ƛǎ ŀ ƭƻƴƎ ǊǳƴƴƛƴƎ ǇǊƻōƭŜƳΦ Lƴ ǘƘŜ C¸ нллт !CD, the 
Commission noted that the failure to meet the service target led to a reduction in revenue for this product. FY 2007 ACD at 121. 
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The Commission reiterates its concern that the UPU pricing regime results in 
non-compensatory terminal dues, but notes the positive impact of the transfer of format E 
ÉÔÅÍÓ ÔÏ ÔÈÅ #ÏÍÐÅÔÉÔÉÖÅ ÐÒÏÄÕÃÔ ÌÉÓÔ ÏÎ ÔÈÅ ÐÒÏÄÕÃÔȭÓ ÃÏÎÔÒÉÂÕÔÉÏÎȢ98 The Commission 
emphasizes that, absent the self-declared rates for format P/G items that now apply to 
format E items, domestic mailers are still subsidizing the entry of Inbound Letter Post by 
foreign postal operators who use the same postal infrastructure but bear none of the 
burden of contributing to its institutional costs. Id. Because UPU terminal dues were not 
equivalent to domestic postage rates in the destination country in FY 2020 for format P/G 
items and for format E items in Quarter 1, the Commission has found them discriminatory. 
See id. 
 
Furthermore, the Commission notes that terminal dues are only available to designated 
operators, and that non-designated operators that provide international mailing services 
are not able to access these terminal dues for inbound mailpieces to the United States. The 
Commission recommends that the Postal Service work to ensure that terminal dues and 
self-declared rates are nondiscriminatory. 
 
The Commission finds that revenue for Inbound Letter Post was not sufficient to cover 
attributable cost in FY 2020. The Commission recommends that the Postal Service negotiate 
bilateral and multilateral agreements that contain rates for Inbound Letter Post that are 
more compensatory than default terminal dues. The Commission also urges the Postal Service 
to undertake focused initiatives to reduce Inbound Letter Post costs without compromising 
quality of service, and to improve quality of service in order to benefit from terminal dues 
bonuses. Lastly, the Commission recommends that the Postal Service work with the 
Department of State within the relevant UPU bodies to ensure that terminal dues proposals 
adopted at the 2021 UPU Congress will cover costs for Inbound Letter Post. 

b. Quality of Service Link to UPU Terminal Dues 

 Background 

As in FY 2019, the Postal Service again failed to maximize revenue for Inbound Letter Post 
for FY 2020. Under the UPU Quality Link Measurement System (QLMS), terminal dues can 
be adjusted 5 percent downward if the Postal Service does not achieve the UPU-established 
annual service performance target; they can also be adjusted 5 percent upward if the Postal 
Service achieves or exceeds the target.99 In CY 2019 and January through October of 
CY 2020, the Postal Service did not achieve the annual target.100 The 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 
service performance results also show deterioration from CY 2019 to CY 2020. Id. The 

                                                        
98 FY 2019 ACD at 58; FY 2018 ACD at 85; FY 2017 ACD at 68; FY 2016 ACD at 66. 

99 United Postal Union, Regulations to the Convention, Final Protocol, Article 30-109, Berne 2017, available at 
https://www.upu.int/UPU/media/upu/files/UPU/aboutUpu/acts/nonPermanentActs/actNonPermanentRegulationsConventionFinalProtocolEn.
pdf. 

100 See Library Reference USPS-FY30-btолΣ 5ŜŎŜƳōŜǊ нфΣ нлнлΣ t5C ŦƛƭŜǎ άbhbt¦.[L/ ¦t¦ v{ [ƛƴƪ tŜǊŦ Cƛƴŀƭ нлнлΦǇŘŦέ ŀƴŘ άbhbt¦.[L/ ¦t¦ 
v{ [ƛƴƪ tŜǊŦ hŎǘнлнлΦǇŘŦΦέ 
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Postal Service reports (under seal) the amount of its forfeited revenue due to not meeting 
the UPU service performance target in FY 2020.101 
 
In its FY 2020 Service Performance Report, the Postal Service acknowledges that service 
performance for Inbound Letter Post lagged behind service performance for domestic mail 
in each International Service Center (ISC) area for mail dispatched from the same 
processing center, even though, in theory, the service performance of both categories 
should be comparable based on similar start the clock windows, arrival times in each plant, 
available processing times, operations involved in processing, and common logistics.102 The 
Postal Service attributes the overall service performance decline for Inbound Letter Post to 
the initiation of international peak volume season in October 2019 and the onset of the 
COVID-19 pandemic in March 2020, along with issues related to staffing and availability of 
transportation across the network.103 The Postal Service states that Inbound Letter Post is 
integrated into domestic letter flows after having passed through international processing 
and customs, and that the performance reductions for domestic letters and flats also 
occurred with inbound international letters and flats. Response to CHIR No. 5, question 2.b. 
 
)Î $ÏÃËÅÔ .ÏȢ !#2ςπρωȟ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÓÔÁÔÅÄ ÔÈÁÔ ÔÈÅ Ȱ4ÅÒÍÉÎÁÌ $ÕÅÓ 3ÃÏÒÅ 
)ÍÐÒÏÖÅÍÅÎÔȱ ,ÅÁÎ 3ÉØ 3ÉÇÍÁ "ÌÁÃË "ÅÌÔ 0ÒÏÊÅÃÔ ÁÎÄ ÏÔÈÅÒ service improvement projects 
were on hold for much of FY 2019 as management resources were focused on preparing 
the Postal Service for the withdrawal of the United States as a member country of the UPU, 
in order to ensure operational continuity.104 The Postal Service noted that satisfactory 
resolution within the UPU allowed the United States to remain a member and indicated 
ÔÈÁÔȟ ÇÏÉÎÇ ÆÏÒ×ÁÒÄȟ ȰÒÅÓÏÕÒÃÅÓ ÆÏÃÕÓÅÄ ÏÎ ÔÈÅÓÅ ÏÐÅÒÁÔÉÏÎÁÌ ÃÏÎÔÉÎÕÉÔÙ ÍÁÔÔÅÒÓ ÃÏÕÌÄ ÂÅ 
reassigned to service improvement projects such ÁÓ ÔÈÉÓ ÏÎÅȢȱ Docket No. ACR2019, 
Response to CHIR No. 2. In that docket, the Postal Service specifically stated that it planned 
ȰÔÏ ÃÏÎÔÉÎÕÅ ÔÈÅ ÉÄÅÎÔÉÆÉÅÄ ÐÒÏÊÅÃÔÓ ÁÎÄ ÉÎÉÔÉÁÔÉÖÅÓ ÉÎ &9 ςπςπȢȱ Id. In July 2020, the Postal 
Service updated the Commission tÈÁÔ ÔÈÅ Ȱ4ÅÒÍÉÎÁÌ $ÕÅÓ 3ÃÏÒÅ )ÍÐÒÏÖÅÍÅÎÔȱ ,ÅÁÎ 3ÉØ 
3ÉÇÍÁ "ÌÁÃË "ÅÌÔ 0ÒÏÊÅÃÔ ȰÒÅÍÁÉÎÓ ÏÎ ÈÏÌÄȟ ÁÎÄ ÉÔ ÉÓ ÎÏÔ ÙÅÔ ËÎÏ×Î ×ÈÅÎ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ 
×ÉÌÌ ÒÅÓÕÍÅ ÔÈÁÔ ÐÁÒÔÉÃÕÌÁÒ ÐÒÏÊÅÃÔȢȱ105 
 
(Ï×ÅÖÅÒȟ ÉÎ ÔÈÅ ÉÎÓÔÁÎÔ ÄÏÃËÅÔȟ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÒÅÐÏÒÔÓ ÔÈÁÔ ÔÈÅ Ȱ4ÅÒÍÉnal Dues Score 
)ÍÐÒÏÖÅÍÅÎÔȱ ,ÅÁÎ 3ÉØ 3ÉÇÍÁ "ÌÁÃË "ÅÌÔ 0ÒÏÊÅÃÔ ÉÓ ÉÎ ÉÔÓ ÂÅÇÉÎÎÉÎÇ ÐÈÁÓÅÓȟ ÁÓ ÏÆ &9 ςπςρ 
Quarter 1. Response to CHIR No. 5, question 3. The Postal Service further informs the 

                                                        
101 See Library Reference USPS-FY20-btолΣ t5C ŦƛƭŜ άbhbt¦.[L/ tǊŜŦŀŎŜ C¸нл-btолΦǇŘŦΤέ [ƛōǊŀǊȅ wŜŦŜǊŜƴŎŜ ¦{t{-FY20-NP32, January 19, 2021, 
9ȄŎŜƭ ŦƛƭŜ ά/ƘLwΦмΦvǎΦосǘоуΦbtΦwŜǎǇƻƴǎŜΦ¢ŀōƭŜǎΦȄƭǎȄΣέ ǘŀō άv от v{[ tŜƴŀƭǘƛŜǎΦέ 

102 See Library Reference USPS-FY20-29, December 29, 2020, PDF file άC¸нл-нф {ŜǊǾƛŎŜ tŜǊŦƻǊƳŀƴŎŜ wŜǇƻǊǘΦǇŘŦΣέ ŀǘ т-8 (FY 2020 Service 
Performance Report). 

103 Responses of the United States Postal Service to Questions 1-ол ƻŦ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ рΣ CŜōǊǳŀǊȅ нΣ нлнмΣ questions 2.a., 
2.b. (Response to CHIR No. 5). 

104 Docket No. ACR2019, Responses of the United States Postal Service to Questions 1-мо ƻŦ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ нΣ WŀƴǳŀǊȅ мтΣ 
2020, question 6 (Docket No. ACR2019, Response to CHIR No. 2). 

105 Docket No. ACR2019, Third Response of the United States Postal Service to Commission Requests for Additional Information for the FY 2019 
Annual Compliance Determination, July 23, 2020, at 2 (Docket No. ACR2019, Third Response.) 



Docket No. ACR2020    - 62 - 
 
 
 

 

Commission that it has started working with the UPU and the International Post 
Corporation (IPC) to learn more about the reporting system used in the Global Monitoring 
System (GMS) to identify the root causes of low performance scores for letter post mail by 
investigating process flows through the Radio Frequency Identification Scan (RFID) 
tracking system with missed scans. Id. According to the Postal Service, beginning in Quarter 
2 of FY 2021, weekly meetings on Inbound Letter Post service performance have been 
ÓÃÈÅÄÕÌÅÄ ÉÎ ÃÏÎÊÕÎÃÔÉÏÎ ×ÉÔÈ ÔÈÅ Ȱ4ÅÒÍÉÎÁÌ $ÕÅÓ 3ÃÏÒÅ )ÍÐÒÏÖÅÍÅÎÔȱ ,ÅÁÎ 3ÉØ 3ÉÇÍÁ 
Black Belt project. Id. 
 
The Postal Service describes four initiatives it is currently pursuing to improve service 
performance for international services.106 These include: (1) achieving measured targets 
for Tour Turnover between tours for all operational categories during shift changeovers; 
(2) enhancing Measured Machine utilization performance compared to 
machine/operational capabilities; (3) use of measured ISC Run Plan Generators (RPG) 
machine run performance against plan; and (4) visual service/operational failure analysis 
(Grid Analysis). Id. According to the Postal Service, these initiatives started in Quarter 1 of 
FY 2021, when direct training with the UPU and the GMS system occurred, in order to 
develop the capacity to identify the root causes for failure points in mail processing and 
transportation. Response to CHIR No. 5, question 6. The Postal Service states that, in FY 
2021, it will: (1) continue tracking Inbound Letter Post in Informed Visibility (IV); (2) 
continue training with the UPU and IPC to learn more about their systems to conduct 
further research about failed and successful scanning; (3) continue ongoing 
ÃÏÍÍÕÎÉÃÁÔÉÏÎÓ ÂÅÔ×ÅÅÎ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ )ÎÔÅÒÎÁÔÉÏÎÁÌ 0ÒÏÃÅÓÓÉÎÇ /ÐÅÒÁÔÉÏÎÓȟ ÔÈÅ 
UPU, IPC, and the Postal ServÉÃÅȭÓ %ÎÇÉÎÅÅÒÉÎÇ 'ÒÏÕÐ ÔÏ ÔÒÏÕÂÌÅ ÓÈÏÏÔ ÁÎÙ ÉÓÓÕÅÓ ×ÉÔÈ 
existing RFID scanners and add scanners to address gaps in process flows; (4) use a Run 
Plan Generator analysis to correct operational process flow failures, especially in relation 
to the offloading of Inbound Letter Post and process and distribution centers (P&DCs); and 
(5) continue to develop filters specific to International Mail in IV in relation to its existing 
domestic mail flow reporting system in order to identify actual failure points related to 
international letters more effectively. Id. question 7. 

 Comments 

Only the Public Representative commented on Inbound Letter Post (and Outbound Single-
Piece First-Class Mail International) service performance, as measured in the International 
Mail Measurement System (IMMS). PR Comments at 21-25. These comments are discussed 
in Chapter VȢ /ÖÅÒÁÌÌȟ ÔÈÅ 0ÕÂÌÉÃ 2ÅÐÒÅÓÅÎÔÁÔÉÖÅ ÃÏÍÍÅÎÔÅÄ ÔÈÁÔ ȰɍÔɎÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÍÕÓÔ 
not only address pre-pandemic deficiencies of long-standing, it must also continue to 
responÄ ÔÏ ÔÈÅ ÁÄÄÅÄ ÃÈÁÌÌÅÎÇÅÓ ÐÒÅÓÅÎÔÅÄ ÂÙ ÔÈÅ ÐÁÎÄÅÍÉÃȢȱ 02 #ÏÍÍÅÎÔÓ ÁÔ ςυȢ 
 
In its reply comments, the Postal Service responds to ÔÈÅ 0ÕÂÌÉÃ 2ÅÐÒÅÓÅÎÔÁÔÉÖÅȭÓ 
recommendation that immediate attention be given to improving international First-Class 
Mail Service ÂÙ ÓÔÁÔÉÎÇ ÔÈÁÔ ȰÔÈÉÓ ÉÓ ÁÌÒÅÁÄÙ ×ÅÌÌ ÕÎÄÅÒ×ÁÙȢȱ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ 2ÅÐÌÙ #ÏÍÍÅÎÔÓ 

                                                        
106 Library Reference USPS-FY20-нфΣ t5C ŦƛƭŜ άC¸нл-29 Service Performance ReporǘΦǇŘŦΣέ ŀǘ ф-12; Docket No. ACR2019, Third Response, question 
1. 
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at 8. The Postal Service reiterates its recognition that the performance for international 
pieces not only failed to meet targets but also lagged behind domestic product 
performance. Id. The Postal Service also cites several of the measures it is taking to 
improve international service performance that it previously described in the ACR. Id. at 8-
9. 

 Commission Analysis 

The Commission concludes that the service performance for Inbound Letter Post declined 
in FY 2020. While the Postal Service forfeited revenue for not meeting its UPU service 
performance target, the amount of forfeited revenue in FY 2020 was less than in FY 
2019.107 The Commission finds that this was due to lower Inbound Letter Post volume to 
which the quality-of-service penalties applied. 
 
4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÁÃËÎÏ×ÌÅÄÇÅÓ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÉÎÔÅÎÔÉÏÎ ÔÏ ÆÏÃÕÓ ÏÎ ÐÒÏÊÅÃÔÓ ÁÎÄ 
initiatives to improve service performance for Inbound Letter Post in FY 2021. The 
Commission also agrees with the Public Representative that the Postal Service must 
address longstanding issues that have impacted not only service performance for Inbound 
,ÅÔÔÅÒ 0ÏÓÔȟ ÂÕÔ ÁÌÓÏ ÔÈÅ ÐÒÏÄÕÃÔȭÓ ÆÉÎÁÎÃÉÁÌ ÈÅÁÌÔÈȢ 
 
The Commission directs the Postal Service to provide both Service Performance Measurement 
(SPM) and QLMS CY 2020 and CY 2021 reports for Inbound Letter Post, aggregations of 
weekly failure reports, and an analysis of the failures and steps being taken to improve service 
performance in the FY 2021 ACR. The Commission also directs the Postal Service to state in its 
FY 2021 ACR whether it forfeited revenue in CY 2020 and CY 2021 based on its QLMS results 
for the Inbound Letter Post product. If the Postal Service forfeited revenue in CY 2020 and CY 
2021, the Commission directs the Postal Service to provide the forfeited amounts for CY 2020 
and for CY 2021 based on all results available to date and explain how this amount is 
calculated based on service performance results. 
 
Additionally, the Commission directs the Postal Service to file a report within 90 days of 
issuance of this ACD that includes the following: service performance reports for CY 2020 and 
all available reports for CY 2021; a status update on projects and initiatives to improve 
service performance identified in the FY 2020 Annual Compliance Report and Responses to 
CHIR No. 5, questions 3 to 7, including the Ȱ4ÅÒÍÉÎÁÌ $ÕÅÓ 3ÃÏÒÅ )ÍÐÒÏÖÅÍÅÎÔȱ ,ÅÁÎ 3ÉØ 
Sigma Black Belt Project, and their effectiveness in improving service performance based on 
available metrics; root cause failures identified through coordination with the UPU and IPC 
and steps that have been taken to address them; and the amount of Inbound Letter Post 
forfeited revenue due to not meeting UPU service performance targets in CY 2020 and 
CY 2021. The Commission further directs the Postal Service to provide an update to this report 
no later than 180 days after the issuance of this ACD. 

                                                        
107 Docket No. ACR2019, Library Reference USPS-FY19-btолΣ t5C ŦƛƭŜ άbhbt¦.[L/ C¸мф-btол tǊŜŦŀŎŜǎΦǇŘŦΣέ 5ŜŎŜƳōŜǊ нтΣ нлмфΦ 5ƻŎƪŜǘ bƻΦ 
ACR2020, Library Reference USPS-FY20-btонΣ 9ȄŎŜƭ ŦƛƭŜ ά/ƘLwΦмΦvǎΦосǘоуΦbtΦwŜǎǇƻƴǎŜ ¢ŀōƭŜǎΦȄƭǎȄΣέ ǘŀō άv от v{[ tŜƴŀƭǘƛŜǎΦέ 
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c. International Ancillary Services 

 Background 

International Ancillary Services consists of International Certificate of Mailing, 
International Registered Mail, International Return Receipt, and Customs Clearance and 
Delivery Fee. MCS Section 1510. In Q2 of FY 2020, Inbound International Registered Mail 
was transferred to the Competitive product list. Order Nos. 4980 and 5372. The 
International Ancillary Services product as a whole did not cover its attributable cost in 
FY 2020 because two componentsɂInbound International Registered Mail108 and 
Outbound International Return Receiptɂdid not cover their attributable costs. FY 2020 
ACR at 34. 
 
The Postal Service explains that there was an increase in costs associated with Inbound 
International Registered Mail in FY 2020. Id. Additionally, the Postal Service opines that the 
additional payment per item for Inbound Registered Mail increased to 1.3 Special Drawing 
Right (SDR)109 in CY 2020, which would have helped improved cost coverage. Id. 
 
For Outbound International Return Receipt, the Postal Service cites an increase in window 
costs due to an increase from one IOCS tally in FY 2019 to two tallies in FY 2020. Id. The 
Postal Service points out that prices for the Outbound International Return Receipt product 
increased from $4.10 to $4.15 on January 26, 2020, and increased to $4.25 when the new 
prices under Docket No. R2021-1 took effect, which should improve cost coverage. Id. 
at 34-35. 

 Comments 

Only the Public Representative commented on International Ancillary Services. The Public 
Representative notes that International Registered Mail was also non-compensatory in 
FY 2019 and that, in the FY 2019 ACD, the Commission urged the Postal Service to continue 
efforts to limit cost increases for International Registered Mail and to take steps to improve 
ÉÔÓ ÓÅÒÖÉÃÅ ÐÅÒÆÏÒÍÁÎÃÅ ȰȬÉÎ ÏÒÄÅÒ ÔÏ ÒÅÃÅÉÖÅ ÔÈÅ ÆÕÌÌ ÁÍÏÕÎÔ ÏÆ ÁÄÄÉÔÉÏÎÁÌ Òevenue under 
the UPU supplementary remuneration program [, and] work with the Department of State 
ÔÏ ÎÅÇÏÔÉÁÔÅ ÈÉÇÈÅÒ ÒÁÔÅÓȭ ÆÏÒ ÔÈÅ ÐÒÏÄÕÃÔȢȱ 02 ÃÏÍÍÅÎÔÓ ÁÔ ψφ ɉÑÕÏÔÉÎÇ &9 ςπρω !#$ 
at φτɊȢ (Å ÐÏÉÎÔÓ ÏÕÔ ÔÈÁÔ ÉÎ ÔÈÅ &9 ςπςπ !#2 ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ȰÄÏÅÓ ÎÏÔ clearly indicate 
×ÈÅÔÈÅÒ ÉÔ ×ÁÓ ÁÂÌÅ ÔÏ ÒÅÓÐÏÎÄ ÔÏ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÄÉÒÅÃÔÉÖÅÓȢȱ Id. He assumes that the 
increase in cost for Inbound International Registered Mail was due to the COVID-19 
pandemic. Id. )Î ÁÄÄÉÔÉÏÎȟ ÈÅ ÒÅÇÒÅÔÓ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ×ÁÓ ȰÍÏst likely unable to 
ÆÏÌÌÏ× ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÒÅÃÏÍÍÅÎÄÁÔÉÏÎ ȬÔÏ ÎÅÇÏÔÉÁÔÅ ÈÉÇÈÅÒ ÒÁÔÅÓ ÆÏÒ )ÎÂÏÕÎÄ 
International Registered Mail at UPU Congress [scheduled for] August 2020 because the 
UPU Congress was postponed until August 2021 due to COVID-ρωȢȭȱ Id. 
 

                                                        
108 Inbound International Registered Mail was only part of the Market Dominant International Ancillary Service product in Quarter 1 of FY 2020. 

109 A Special Drawing Right (SDR) is an international reserve asset created by the International Monetary Fund. Its value is based on a basket of 
five currencies ς the U.S. dollar, the Euro, the Chinese renminbi, the Japanese yen, and the British pound sterling. On March 9, 2021, the 
International Monetary Fund exchange rate for 1 SDR was $1.43 U.S. dollars. See https://www.imf.org/external/np/fin/data/rms_five.aspx. 
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Regarding Outbound International Return Receipt, the Public Representative notes that the 
product covered costs in recent years even though it did not cover costs in FY 2020. Id. at 
87. He agrees that the rate increase to $4.25 in Docket No. R2021-1 should improve cost 
ÃÏÖÅÒÁÇÅȟ ÂÕÔ ÓÔÁÔÅÓ ÔÈÁÔ ȰÉÔ ÉÓ ÎÏÔ ÃÌÅÁÒ ×ÈÅÔÈÅÒ ÔÈÅ ÐÒÉÃÅ ÉÎÃÒÅÁÓÅ ×ÉÌÌ ÂÒÉÎÇ ÔÈÅ ÃÏÓÔ 
ÃÏÖÅÒÁÇÅ ÔÏ ρππ ÐÅÒÃÅÎÔȢȱ Id. 

 Commission Analysis 

The Commission finds that the International Ancillary Services product was non-
compensatory in FY 2020 because two components of the product, Inbound International 
Registered Mail and Outbound International Return Receipt, were non-compensatory. 
 
Inbound International Registered Mail was only part of the Market Dominant International 
Ancillary Services product in Quarter 1 of FY 2020, but cost coverage decreased from 
FY 2019 to Quarter 1 of FY 2020.110 While the UPU registered rate applicable in Quarter 1 
of FY 2020 remained constant with the last three quarters of FY 2019,111 the Postal Service 
reported cost increases, which resulted in a decrease in cost coverage. International 
Registered Mail was transferred to the Competitive product list as Inbound Competitive 
International Registered Mail, effective on January 1, 2020. For more discussion of the 
financial performance for this component of the International Ancillary Services product in 
CY 2020, please refer to Chapter IV. 
 
With respect to the UPU Congress that was originally scheduled for August 2020, rates for 
Inbound International Registered Mail adopted by that UPU Congress would not have been 
in effect in FY 2020. If new rates are adopted at the rescheduled UPU Congress in August 
2021, those would take effect on January 1, 2022, and might affect future compliance. 
Nonetheless, the deteriorating financial performance of Inbound International Registered 
-ÁÉÌ ÉÎ &9 ςπςπ ÍÁËÅÓ ÔÈÅ 505 #ÏÎÇÒÅÓÓȭ ÁÄÏÐÔÉÏÎ ÏÆ ÈÉÇÈÅÒ ÒÁÔÅÓ ÅÖÅÎ ÍÏÒÅ ÃÒÉÔÉÃÁÌȢ 4ÈÅ 
Commission reiterates its concern regarding the failure of International Registered Mail to 
cover cost. See FY 2019 ACD at 64. 
 
The Commission agrees with the Public Representative that the rate increase for Outbound 
International Return Receipt that took effect in Docket No. R2021-1 on January 24, 2021, 
should help improve cost coverage in FY 2021 and recognizes the volatility of cost 
estimates for low transaction volume services. 
 
As Inbound Registered Mail will be a Competitive product for all of FY 2021, the 
#ÏÍÍÉÓÓÉÏÎȭÓ ÒÅÃÏÍÍÅÎÄÁÔÉÏÎÓ ÒÅÇÁÒÄÉÎÇ ÔÈÉÓ ÐÒÏÄÕÃÔ ÁÒÅ ÉÎ 3ÅÃÔÉÏÎ )6Ȣ#ȢσȢÃȢ 
 
Regarding Outbound International Return Receipt, the increase in cost for this product was 
related to the 100 percent increase in IOCS tallies, from 1 to 2. The Commission will 

                                                        
110 See Docket No. ACR2019, Library Reference USPS-FY19-btнΣ όǊŜǾƛǎŜŘύ WŀƴǳŀǊȅ млΣ нлнлΣέ 9ȄŎŜƭ ŦƛƭŜ άwŜǇƻǊǘǎ ό¦ƴƛŦƛŜŘύΦȄƭǎȄΣ ǘŀō ά! tŀƎŜǎ 
όƳŘύΣέ cells D63 / F63 for FY 2019 cost coverage; see also Library Reference USPS-FY20-btнΣ όǊŜǾƛǎŜŘύ CŜōǊǳŀǊȅ ннΣ нлнмΣ 9ȄŎŜƭ ŦƛƭŜ άwŜǇƻǊǘǎ 
ό¦ƴƛŦƛŜŘύΦȄƭǎȄΣέ ǘŀō ά! tŀƎŜǎ όƳŘύΣέ ŎŜƭƭǎ 5ро κ Cро ŦƻǊ C¸ нлнл vǳŀǊǘŜǊ м Ŏƻǎǘ ŎƻǾŜǊŀƎŜΦ 

111 Universal Postal Convention, Article 28, Terminal dues. General provisions, Berne 2017, available at 
https://www.upu.int/UPU/media/upu/files/UPU/aboutUpu/acts/actsOfCurrentCycle/actsActsOfThe26ThCongressIstanbul2016En.pdf. 
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continue to evaluate the cost coverage of this product in future years, and makes no 
recommendations on Outbound International Return Receipt at this time. 

 Other Issues 

 Status of ACR Docket 
!ÌÔÈÏÕÇÈ 0ÏÓÔ#ÏÍ ÎÏÔÅÓ ÔÈÁÔ ÔÈÅ ÉÓÓÕÁÎÃÅ ÏÆ #()2Ó ÉÎ ÃÏÍÐÌÉÁÎÃÅ ÄÏÃËÅÔÓ ÁÒÅ ȰÈÅÌÐÆÕÌ ÉÎ 
ÉÄÅÎÔÉÆÙÉÎÇ ÍÉÓÓÉÎÇ ÁÎÄ ÐÏÔÅÎÔÉÁÌÌÙ ÈÅÌÐÆÕÌ ÃÏÎÔÅØÔÕÁÌ ÉÎÆÏÒÍÁÔÉÏÎȟȱ ÉÔ ÅØÐÒÅÓÓÅÓ ÃÏÎÃÅÒÎ 
that C()2Ó ÁÒÅ ȰÌÅÆÔ ÏÐÅÎ ÆÏÒ ÙÅÁÒÓȟ ×ÅÌÌ ÁÆÔÅÒ ÔÈÅ ÒÁÔÅÓ ÕÎÄÅÒÌÙÉÎÇ ÔÈÅ !#2 ÉÎ ÑÕÅÓÔÉÏÎ ÈÁÖÅ 
ÃÈÁÎÇÅÄ ÁÎÄ ÃÏÍÐÌÉÁÎÃÅ ÈÁÓ ÂÅÅÎ ÄÅÔÅÒÍÉÎÅÄȢȱ 0ÏÓÔ#ÏÍ #ÏÍÍÅÎÔÓ ÁÔ ωȢ )Ô ÁÌÓÏ ÒÅÉÔÅÒÁÔÅÓ 
its suggestion that the Commission encourage the Postal Service to share much more 
unedited information. Id. 
!Ó ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÈÁÓ ÎÏÔÅÄ ÐÒÅÖÉÏÕÓÌÙȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ !#$ ÉÓ ÆÉÎÉÓÈÅÄ ÏÎ ÔÈÅ ÄÁÔÅ ÏÆ 
issuance and there is no unfinished proceeding that continues for years. See FY 2019 ACD 
at 68. Within each ACD, the Commission issues directives to remedy various issues and 
report on corrections. For increased transparency and accessibility to interested parties, 
the Postal Service files responses in the ACR docket corresponding to the ACD directive. To 
create an alternate system would require interested parties to search multiple dockets to 
ÖÉÅ× ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÒÅÓÐÏÎÓÅÓȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÈÁÓ ÄÅÅÍÅÄ ÉÔ ÐÒÅÆÅÒÁÂÌÅ ÔÏ ÒÅÔÁÉÎ ÔÈÅ 
connection to the original docket to ensure ease of access and the ability of interested 
parties to easily track Commission directives related to its findings issued in the ACD. 
 
The Commission continues to promote transparency in all aspects of Postal Service 
operations and data, and will continue to encourage the Postal Service to share unedited 
information as it is able to do so. 

 Costing Attribution and Competitive Products 
3ÅÖÅÒÁÌ ÐÁÒÔÉÅÓ ÃÏÍÍÅÎÔ ÏÎ ÉÓÓÕÅÓ ÒÅÌÁÔÅÄ ÔÏ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÏÓÔÉÎÇ ÁÔÔÒÉÂÕÔÉÏÎȢ 
American Consumer Institute (ACI) states that the Commission should establish 
appropriate transparency requÉÒÅÍÅÎÔÓ ÆÏÒ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÎÅ× ÖÅÈÉÃÌÅ ÆÌÅÅÔ ÃÏÓÔÉÎÇ 
assignments.112 5ÎÉÔÅÄ 0ÁÒÃÅÌ 3ÅÒÖÉÃÅ ɉ503Ɋ ÁÓÓÅÒÔÓ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÐÁÃËÁÇÅ 
delivery costs are under-attributed to its Competitive products and the Commission must 
take action to rectify that issue.113 )Ô ÕÒÇÅÓ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÔÏ ÅØÁÍÉÎÅ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 
methodology for attributing vehicle costs as well as its cost allocation methodology for the 
Enhanced Package Processing System. UPS Reply Comments at 6-7. Amazon.com Services, 
Inc. (ASI) maintains that the concerns about the transparency of vehicle and package cost 
attribution are unfounded, noting that costing models are developed through a public and 

                                                        
112 Comments of American Consumer Institute Center for Citizen Research Regarding Docket No. ACR2020 Submitted to the United States 
Postal Regulatory Commission, January 27, 2021, at 2 (ACI Comments). 

113 wŜǇƭȅ /ƻƳƳŜƴǘǎ ƻŦ ¦ƴƛǘŜŘ tŀǊŎŜƭ {ŜǊǾƛŎŜΣ LƴŎΦ ƻƴ ¦ƴƛǘŜŘ {ǘŀǘŜǎ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ !ƴƴǳŀƭ /ƻƳǇƭƛŀƴŎŜ wŜǇƻǊǘ ŦƻǊ CƛǎŎŀƭ ¸Ŝar 2020, February 12, 
2021, at 4 (UPS Reply Comments). 
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participatory process, and UPS regularly seeks and receives costing data from the 
Commission.114 
 
3ÍÁÌÌ "ÕÓÉÎÅÓÓ ÁÎÄ %ÎÔÒÅÐÒÅÎÅÕÒÓÈÉÐ #ÏÕÎÃÉÌ ɉ3"% #ÏÕÎÃÉÌɊ ÓÔÁÔÅÓ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 
fiscal sustainability must be addressed quickly and would like to see the Commission help 
ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ȰÁÆÆÅÃÔ ÃÈÁÎÇÅȟ ÓÕÃÈ ÁÓ ÅÖÁÌÕÁÔÉÎÇ ÒÁÔÅ ÆÒÁÍÅ×ÏÒks on a continuous basis 
and achiev[e] maximum efficiency with its equipment, transportation, personnel and other 
ÁÓÓÅÔÓȢȱ115 3ÉÍÉÌÁÒÌÙȟ &ÒÏÎÔÉÅÒÓ ÏÆ &ÒÅÅÄÏÍ ÅÎÃÏÕÒÁÇÅÓ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÔÏ ȰÉÎÃÒÅÁÓÅ 
transparency, identify realistic prices, best practices, and establish successful solutions to 
ÃÏÍÐÅÔÉÔÉÖÅ ÁÎÄ ÐÁÒÃÅÌ ÓÅÒÖÉÃÅÓɍȢɎȱ116 
 
The Commission notes that costing attribution is not within the scope of the ACD docket. 
However, such concerns are addressable by other Commission regulations and they have 
been raised and litigated extensively in other Commission dockets, some of which are 
currently pending. 
 

                                                        
114 Reply Comments of Amazon.com Services, Inc., February 12, 2021, at 3. 

115 Comments of Small Business and Entrepreneurship Council on Docket No. ACR2020, February 1, 2021, at 2 (SBE Council Comments). 

116 Comments of Frontiers of Freedom Regarding Docket No. ACR2020 Submitted to the United States Postal Regulatory Commission, January 
29, 2021, at 2 (Frontiers of Freedom Comments). 
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CHAPTER IV. COMPETITIVE PRODUCTS 
 Introduction 

In this chapter, the Commission reviews Competitive products to determine whether any 
rates or fees in effect during FY 2020 were not in compliance with 39 U.S.C. § 3633, which: 
 
¶ Prohibits subsidization of Competitive products by Market Dominant products: 

39 U.S.C. § 3633(a)(1)  

¶ Requires that each Competitive product cover its attributable cost: 39 U.S.C. 
§ 3633(a)(2)  

¶ Requires that, collectively, Competitive products cover an appropriate share of the 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÉÎÓÔÉÔÕÔÉÏÎÁÌ ÃÏÓÔÓȡ σω 5Ȣ3Ȣ#Ȣ ɘ 3633(a)(3)  

 
The principal FY 2020 findings for Competitive products are: 
 
¶ Revenues for Competitive products as a whole exceeded incremental costs. 

Competitive products were not subsidized by Market Dominant products during 
FY 2020, thereby Competitive products satisfied 39 U.S.C. § 3633(a)(1). 

¶ Revenues for five Competitive products did not cover attributable costs and 
therefore did not comply with 39 U.S.C. § 3633(a)(2). The Competitive products that 
did not cover attributable costs are: one domestic negotiated service agreement 
(NSA),117 GEPS 11, International Money Transfer ServiceɂInbound (IMTSɂ
Inbound), International Money Transfer ServiceɂOutbound (IMTSɂOutbound), 
and International Ancillary Services. 

¶ Collectively, Competitive products satisfied the appropriate share requirement of 39 
U.S.C. § 3633(a)(3) during FY 2020. 

  

                                                        
117 An NSA is a written contract between the Postal Service and a mailer, to be in effect for a defined period, which provides for customer-
specific rates or fees and/or terms of service in accordance with the terms and conditions of the contract. See 39 C.F.R. § 3010.101(f). 
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 Cross-Subsidy Provision: 39 U.S.C. 
§ 3633(a)(1) 

39 U.S.C. § 3633(a)(1) requires that Competitive products not be subsidized by Market 
Dominant products. To determine compliance, the Commission uses the incremental cost 
test, which calculates the collective costs incurred by Competitive products, and compares 
those costs to the collective revenue generated by Competitive products. As long as the 
ÒÅÖÅÎÕÅ ÆÒÏÍ #ÏÍÐÅÔÉÔÉÖÅ ÐÒÏÄÕÃÔÓ ÅØÃÅÅÄÓ ÔÈÏÓÅ ÐÒÏÄÕÃÔÓȭ ÉÎÃÒÅÍÅÎÔÁÌ ÃÏÓÔÓȟ ÔÈÅ 
Commission can conclude that no cross-subsidization has occurred.118 
 
Because the collective incremental costs of Competitive products are greater than the sum 
of the attributable cost of each product, using collective incremental costs raises the 
Competitive product cost floor when testing for cross-subsidies.119 Therefore, the 
incremental cosÔ ÍÏÄÅÌ ÁÐÐÌÉÅÄ ÁÔ ÔÈÅ #ÏÍÐÅÔÉÔÉÖÅ ÐÒÏÄÕÃÔÓȭ ÇÒÏÕÐ ÌÅÖÅÌ ÐÒÏÖÉÄÅÓ Á ÍÏÒÅ 
rigorous test for determining compliance with 39 U.S.C. § 3633(a)(1) than the attributable 
cost coverage requirement of 39 U.S.C. § 3633(a)(2), which is applied at the product level. 
 
Pitney Bowes states that total aggregate revenues from Competitive products exceeded 
total group incremental costs, concluding that Competitive products were not 
cross-subsidized by Market Dominant products. Pitney Bowes Comments at 4. 
 
The Taxpayers Protection Alliance responds to Pitney Bowes maintaining that the 
ÒÅÑÕÉÒÅÍÅÎÔÓ ÏÆ ÔÈÅ ÓÔÁÔÕÔÅ ÁÒÅ ÆÏÕÎÄÅÄ ÏÎ ÏÕÔÄÁÔÅÄ ÁÓÓÕÍÐÔÉÏÎÓ ÁÎÄȟ ÁÓ ÓÕÃÈȟ ȰÍÅÒÅ 
ÃÏÍÐÌÉÁÎÃÅ ×ÉÔÈ ÔÈÅ ÃÉÔÅÄ ÓÔÁÔÕÔÅ ÌÁÃËÓ ÁÎÙ ÃÏÎÃÒÅÔÅ ÍÅÁÎÉÎÇ Ȣ Ȣ Ȣ Ȣȱ120 
 
The Public Representative also notes that Competitive product group revenues exceeded 
incremental costs and concludes that Market Dominant products did not subsidize 
Competitive products in FY 2020. PR Comments at 129. 
 
ACI notes that Competitive products are accounting for an increasingly large share of the 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÄÅÌÉÖÅÒÙ ÆÕÎÃÔÉÏÎÓ ÁÎÄ ÓÕÇÇÅÓÔÓ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÐÒÏÖÉÄÅ ÉÎÃÒÅÁÓÅÄ 
transparency. ACI Comments at 2. 
 
None of the commenters offer evidence to suggest that the incremental costs of 
Competitive products exceeded their revenues in FY 2020. As it did in the FY 2019 ACD, the 
Commission notes that the purpose of the ACD is to determine compliance with existing 
regulations using established methodology. Recommendations for improving specific cost 

                                                        
118 See Docket No. RM2007-1, Order Proposing Regulations to Establish a System of Ratemaking, August 15, 2007, at 65 (Order No. 26). 

119 Docket No. RM2010-4, Order Accepting Analytical Principles Used in Periodic Reporting (Proposals Twenty-Two Through Twenty-Five), 
January 27, 2010, at 4-5 (Order No. 399). 

120 Reply Comments to 2020 Annual Compliance Report Docket No. ACR2020, February 12, 2021, at 1. 
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attribution methodologies are appropriately addressed in dockets considering changes to 
those methodologies.121 As FY 2020 revenues from Competitive products exceeded 
incremental costs, there is no evidence to suggest that Competitive products are being 
illegally cross-subsidized by Market Dominant products. 
 
In FY 2020, the incremental costs of Competitive products were $19.4 billion and the total 
revenues of Competitive products were $30.5 billion.122 Accordingly, in FY 2020, revenues 
from Competitive products exceeded incremental costs. 
 
The Commission finds Competitive products satisfied 39 U.S.C. § 3633(a)(1) in FY 2020. 

 Product Cost Coverage Provision: 39 U.S.C. 
§ 3633(a)(2) 

39 U.S.C. § 3633(a)(2) requires the revenue for each Competitive product to cover its 
attributable cost. Below, the Commission discusses the FY 2020 financial performance for 
five separate Competitive product groupings: 
 
¶ Competitive domestic products with rates of general applicability 

¶ Competitive domestic products consisting of NSAs 

¶ Competitive international products with rates of general applicability 

¶ Competitive international products consisting of NSAs 

¶ Competitive nonpostal services 

  

                                                        
121 ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǊŜƎǳƭŀǘƛƻƴǎ ǇŜǊƳƛǘ ŀƴȅ ƛƴǘŜǊŜǎǘŜŘ ǇŜǊǎƻƴ ǘƻ ǎǳōƳƛǘ ŀ ǇŜǘƛǘƛƻƴ ǘƻ ƛƴƛǘƛŀǘŜ ŀ ǇǊƻŎŜŜŘƛƴƎ ǘƻ άƛƳǇǊƻǾŜ ǘƘŜ ǉǳŀƭƛty, accuracy, or 
completeness of the data ƻǊ ŀƴŀƭȅǎƛǎ ƻŦ Řŀǘŀ ŎƻƴǘŀƛƴŜŘ ƛƴ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŀƴƴǳŀƭ ǇŜǊƛƻŘƛŎ ǊŜǇƻǊǘǎ ǘƻ ǘƘŜ /ƻƳƳƛǎǎƛƻƴώΦϐέ оф /ΦCΦwΦ 
§ 3050.11(a). 

122 See Library Reference PRC-LR-ACR2020-мΣ 9ȄŎŜƭ ŦƛƭŜ άнл {ǳƳƳŀǊȅψ[wмΦȄƭǎȄΣέ ǘŀō ά!ǇǇŜƴŘƛȄ ! όLƴŎǊŜƳŜƴǘŀƭ /ƻǎǘǎύΣέ ŎŜƭƭǎ /нмΥ5нмΦ 



Docket No. ACR2020    - 71 - 
 
 
 

 

 Competitive Domestic Products with Rates of 
General Applicability 

In FY 2020, there were 12 Competitive domestic products with rates of general 
applicability: Priority Mail Express; Priority Mail; Parcel Select; Parcel Return Service; 
First-Class Package Service; USPS Retail Ground; Address Enhancement Services; Greeting 
Cards, Gift Cards, and Stationery; Competitive Ancillary Services;123 Premium Forwarding 
Service; Post Office Box Service; and Shipping and Mailing Supplies. 
 
In FY 2020, every Competitive domestic product with rates of general applicability covered its 
attributable cost124 and, thereby, satisfied the statutory requirements of 39 U.S.C. 
§ 3633(a)(2). 

 Competitive Domestic Products Consisting of 
NSAs 

As shown in Table IV-1, in FY 2020, there were 826 Competitive domestic products 
consisting of NSAs.125 
 
)Î &9 ςπρωȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÄÉÒÅÃÔÅÄ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÔÏ ȰÃÏÍÐÁÒÅ ÔÈÅ ÄÏÍÅÓÔic 
ÃÏÍÐÅÔÉÔÉÖÅ .3!Ó ÃÕÒÒÅÎÔÌÙ ÌÉÓÔÅÄ ÉÎ ÔÈÅ -#3 ×ÉÔÈ ÉÔÓ Ï×Î ÒÅÃÏÒÄÓȱ126 ÁÎÄ ÔÏ ȰÉÄÅÎÔÉÆÙ 
contracts where the initial customer profile will be used to calculate the cost coverage for 
ɍÔÈÅɎ !ÎÎÕÁÌ #ÏÍÐÌÉÁÎÃÅ 2ÅÐÏÒÔȢȱ127 The Commission commends the Postal Service for 
improving the quality of the data provided on NSAs in FY 2020. The Commission 
encourages the Postal Service to continue to fully account for all of its active NSAs and 
remove inactive NSAs from the Competitive product list. The Postal Service also improved 
the number of NSAs using actual data instead of projected data.128 However, the Postal 
Service can continue to increase the use of new and more accurate data to estimate the 
costs of NSAs. The use of the most accurate data, as opposed to projected data, is essential 
to ensuring agreements are, and remain, in compliance with 39 U.S.C. § 3633(a)(2). 
  

                                                        
123 The Competitive Ancillary Services product consists of the following services: Adult Signature, Package Intercept Service, and Premium Data 
Retention and Retrieval Service. See MCS Section 2645. 

124 See Library Reference PRC-LR-ACR2020-мΣ 9ȄŎŜƭ ŦƛƭŜ άнл {ǳƳƳŀǊȅψ[wмΦȄƭǎȄΣέ ǘŀō ά¢ƻǘŀƭ !ƭƭ aŀƛƭ !ǇǇŜƴŘƛȄ !Φέ 

125 The 826 products include agreements that were extended via amendment. 

126 See FY 2019 ACD at 76. 

127 See id. at 77. 

128 The Commission notes that utilization of actual, rather than projected, data will lead to improved accuracy of the cost compliance 
calculations for these products. 
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Table IV-1 
Competitive Domestic NSA Products in Effect During FY 2020 

 

Competitive Domestic NSA Product Groupings Number of Productsa 

First-Class Package Service Contracts 34 

Parcel Return Service Contracts 7 

Parcel Select & Parcel Return Service Contracts 6 

Parcel Select Contracts 8 

Priority MailτNon-Published Ratesb Contracts 266 

Priority Mail & First-Class Package Service Contracts 108 

Priority Mail Contracts 266 

Priority Mail Express & Priority Mail Contracts 56 

Priority Mail Express Contracts 20 

Priority Mail Express, Priority Mail & First-Class Package Service Contracts 45 

Priority Mail & Parcel Select Contracts 2 

Priority Mail Express & First-Class Package Service Contracts 2 

Priority Mail Express, Priority Mail, First-Class Package Service & Parcel Select 
Contracts 

6 

Total 826 

a With the exception of NSAs entered into under the Priority MailτNon-Published Rates (Priority MailτNPR) product, each Competitive 
domestic NSA is a separate product. 

b The Priority MailτNPR product allows the Postal Service to enter into Priority Mail NSAs without filing the individual agreements with the 
Commission for pre-implementation review of each. Such contracts must comply with Commission classification and regulatory 
requirements, including preapproved pricing formulas, minimum cost coverage, and documentation. 

Source: Library Reference USPS-FY20-NP27, December 29, 2020. 

a. Attributable Cost Coverage 

39 U.S.C. § 3633(a)(2) requires each Competitive domestic NSA product to cover its 
attributable cost. The Commission finds that all but one Competitive domestic NSA covered 
their attributable costs and complied with this statutory requirement. The Competitive 
domestic NSA that did not cover its attributable costs was Priority Mail Contract 279. 
Library Reference USPS-FY20-NP27. The Postal Service states that the contract has been 
terminated.129 
 
Five other agreements had components that failed to cover their attributable costs but still 
covered those costs as a whole. FY 2020 ACR at 66. The Public Representative expresses 

                                                        
129 FY 2020 ACR at 66; see Docket Nos. MC2017-59 and CP2017-87, USPS Notice of Termination of Priority Mail Contract 279, October 25, 2019 
(showing termination date as October 13, 2019). 
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concern that these agreements could potentially fall out of compliance if the product mix 
changes in an unfavorable way. PR Comments at 135. 
 
Multi ple CHIRs were issued in this docket pertaining to domestic NSA Competitive 
products. See, e.g., CHIR No. 1. The overall themes included: requesting confirmation of 
source data due to erroneous source notes; requesting additional information to clarify the 
various different types of source data; and inquiries exploring significant cost fluctuations. 
The Commission encourages the Postal Service to continue to improve the explanation of 
its NSA costing materials provided as part of its ACR. 
 
The Commission finds that Priority Mail Contract 279 was not in compliance with 39 U.S.C. 
§ 3633(a)(2) in FY 2020. Because this contract is no longer active, no further action is 
required. 

 Competitive International Products with Rates of 
General Applicability 

Eleven Competitive international mail products have rates and fees of general applicability: 
Outbound International Expedited Services; Outbound Priority Mail International; 
International Priority Airmail (IPA); International Surface Air Lift (ISAL); Outbound Single-
Piece First-Class Package International Service; Inbound Letter Post Small Packets and 
Bulky Letters; Inbound Parcel Post (at UPU rates); International Direct SackɂAirmail M-
Bags; IMTSɂOutbound; IMTSɂInbound;130 and International Ancillary Services.131 
 
On February 22, 2021, the Postal Service filed the revised Library Reference USPS-FY20-
NP2, which contains the ICRA.132 Concurrently, the Postal Service filed an errata to the FY 
2020 ACR. See Errata to Certain Pages of the FY 2020 ACR. Based on the revised ICRA data, 
the Commission finds that three products, IMTSɂInbound, IMTSɂOutbound, and 
International Ancillary Services, did not satisfy 39 U.S.C. § 3633(a)(2).133 

a. International Money Transfer ServiceτInbound 

In FY 2020, the IMTSɂInbound product did not cover its attributable costs. FY 2020 ACR at 
φωȢ 4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÓÔÁÔÅÓ ÔÈÁÔ ÉÔ ÉÎÔÅÎÄÓ ÔÏ ÁÄÄÒÅÓÓ ÔÈÅ ÐÒÏÄÕÃÔȭÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÂÙ 
ȰÔÅÒÍÉÎÁÔÉÎÇ ÏÒ ÍÏÄÉÆÙÉÎÇȱ )-43ɂInbound agreements. Id. The Postal Service notes that it 
obtained a delegation of authority from the Department of State under the Circular 175 

                                                        
130 IMTSτInbound consists of bilateral and multilateral agreements with foreign postal operators. 

131 International Ancillary Services consists of International Certificate of Mailing; Competitive International Registered Mail; Outbound 
International Return Receipt; Restricted Delivery; Outbound International Insurance; and Customs Clearance and Delivery Fee. 

132 See Notice of the United States Postal Service of Revisions to Multiple Annual Compliance Report Folders ς Errata, February 22, 2021 (Notice 
of Revisions to ACR Folders). 

133 See FY 2020 ACR at 67-70; see also Library Reference USPS-FY20-NP2, December 29, 2020. The originally filed ICRA data suggested that four 
international products with rates and fees of general applicability did not cover their attributable costs in FY 2020. Revisions to the ICRA 
resulted in compensatory Inbound Letter Post Small Packets and Bulky Letters product, originally reported as not in compliance with the cost 
coverage provision of 39 U.S.C. § 3633(a)(2). See Errata to Certain Pages of the FY 2020 ACR at 7; see also Library Reference USPS-FY20-NP2 
(revised), February 22, 2021 (Revised Library Reference USPS-FY20-NP2). 
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process to terminate agreements that comprise the IMTSɂInbound product and reports on 
the progress it has made towards that goal during FY 2020. See Docket No. ACR2019 Third 
Response; see also FY 2020 ACR at 69-70. 
 
Only the Public Representative provided comments on this product. The Public 
Representative opines that the Postal Service has taken appropriate steps to remedy the 
cost coverage for the product. PR Comments at 131. However, he concludes that if the 
agreemÅÎÔÓ ÁÒÅ ÎÏÔ ÔÅÒÍÉÎÁÔÅÄ ȰÉÎ Á ÔÉÍÅÌÙ ÍÁÎÎÅÒȟ ÔÈÅ ÐÒÏÄÕÃÔȭÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÓÈÏÒÔÆÁÌÌ 
×ÉÌÌ ÍÏÓÔ ÌÉËÅÌÙ ÃÏÎÔÉÎÕÅȢȱ Id. at 132. 
 
The Commission notes that some international postal money order agreements were 
terminated. Among these is the international postal money order agreement with Canada 
Post, which was terminated effective August 30, 2019. FY 2020 ACR at 69. A similar 
agreement with Japan Post was terminated effective December 31, 2019. Id. at 69-70. For 
other agreements, the Postal Service reports that it sent notices of termination to 11 
foreign postal operators (FPOs). Id. ÁÔ χπȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÆÉÎÄÓ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 
progress towards the termination of international agreements comprising the IMTSɂ
Inbound product to be a positive step and encourages the Postal Service to ensure 
termination of the remaining agreements in FY 2021. 
 
The Commission finds that the IMTSɂInbound product was not in compliance with 39 U.S.C. 
§ 3633(a)(2) in FY 2020. The Commission encourages the Postal Service to continue its efforts 
towards termination of the remaining agreements comprising the IMTSɂInbound product 
during FY 2021. 

b. International Money Transfer ServiceτOutbound 

In FY 2020, the IMTSɂOutbound product did not cover its attributable costs. Id. at 69. The 
Postal Service points out that it distributed the IMTS costs to IMTSɂOutbound and IMTSɂ
Inbound based on transaction volume. Id. The methodology for distributing IMTS costs is 
ÂÁÓÅÄ ÏÎ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÁÐÐÒÏÖÁÌ ÏÆ 0ÒÏÐÏÓÁÌ &ÉÖÅ ÉÎ /ÒÄÅÒ .ÏȢ ςψςυȢ134 This 
methodology was ÁÄÏÐÔÅÄ ÂÅÃÁÕÓÅ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÉÎÁÂÉÌÉÔÙ ÔÏ ÄÉÓÔÒÉÂÕÔÅ ÔÈÅ ÃÏÓÔÓ ÔÏ 
IMTSɂInbound due to the lack of IMTSɂInbound IOCS tallies in some fiscal years. FY 2020 
ACR at 69. For FY 2020, the Postal Service reports only two IOCS tallies and an increase in 
window service costs. Id. The Postal Service concludes that IMTS costing remains subject to 
variation. Id. 
 
Only the Public Representative commented on the IMTSɂOutbound product. He states that 
the Postal Service did not provide a discussion on how it plans to address the cost coverage 
of IMTSɂOutbound product and recommends that the Postal Service provide additional 
information on the matter. PR Comments at 132. 
 

                                                        
134 Id.; see Docket No. RM2015-13, Order Approving Analytical Principles Used in Periodic Reporting (Proposal Five), November 19, 2015 (Order 
No. 2825). 
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The Commission observes that as the agreements comprising the IMTSɂInbound product 
terminate during FY 2021, eventually leading to no transactions reported for the IMTSɂ
Inbound product, the reliability of cost estimates reported for IMTSɂOutbound should 
improve. 
 
The Commission finds that the IMTSɂOutbound product was not in compliance with 39 U.S.C. 
§ 3633(a)(2) in FY 2020. Considering the progress the Postal Service has made towards 
terminating the agreements comprising the IMTSɂInbound product, the Commission expects 
less variability for the IMTSɂOutbound unit cost estimates in the future. 

c. International Ancillary Services 

In FY 2020, the International Ancillary Services product did not cover its attributable 
cost.135 More specifically, one sub-component of the product, Inbound Competitive 
International Registered Mail,136 did not cover its attributable cost. FY 2020 ACR at 68. 
 
Per the Universal Postal Convention, letter post items that receive registered service are 
treated as format E items.137 Format E letter post items, and registered service associated 
with these items, were previously included on the Market Dominant product list under 
Inbound Letter Post (MCS Section 1130) and Inbound International Registered Mail (MCS 
Section 1510.2), respectively. On January 1, 2020, a portion of Inbound Letter Post 
consisting of format E items was transferred from the Market Dominant product list to the 
Competitive product list as the Inbound Letter Post Small Packets and Bulky Letters 
product (MCS Section 2340). See Order No. 4980; see also Order No. 5372. Accordingly, 
Inbound International Registered Mail was also transferred to the Competitive product list 
as Inbound Competitive International Registered Mail (MCS Section 2615.2). See Order No. 
υσχς ÁÔ ρψȢ !Ó Á ÒÅÓÕÌÔȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÒÅÖÉÅ× ÏÆ ÆÉÎÁÎÃÉÁÌ ÐÅÒÆÏÒÍÁÎÃÅ ÆÏÒ )ÎÂÏÕÎÄ 
Competitive International Registered Mail pertains to Quarters 2 to 4. 
 
The remuneration the Postal Service receives for the provision of registered mail service 
under Inbound Competitive International Registered Mail is included in the Universal 
Postal Convention. See Universal Postal Convention, Article 28, ¶ 8. In CY 2020, such 

                                                        
135 FY 2020 ACR at 68. International Ancillary Services consists of International Certificate of Mailing, Competitive International Registered Mail, 
Outbound International Return Receipt, Restricted Delivery, Outbound International Insurance, and Custom Clearance and Delivery Fee. See 
MCS Section 2615. 

136 The Competitive International Registered Mail component (MCS Section 2615.2) of the International Ancillary Services product includes 
Inbound Competitive International Registered Mail and Outbound Competitive International Registered Mail. For the remainder of the 
discussion on International Ancillary Services, the Commission will refer to Competitive International Registered Mail as a component of 
International Ancillary Services, and it will refer to Inbound Competitive International Registered Mail as a sub-component of the International 
Ancillary Services product. 

137 The UPU terminal dues system is based on the following classification of letter post items: format P (small letters containing documents), 
format G (large letters containing documents), and format E (bulky letters containing documents and small packets containing goods or 
documents and goods). Letter post items that receive registered, insured, or tracking service are treated as format E items for operational, 
statistical, and accounting purposes, regardless of their shape. See Universal Postal Union, Regulations to the Convention, Berne 2017, Article 
17-116, ¶ 13, available at 
https://www.upu.int/UPU/media/upu/files/UPU/aboutUpu/acts/nonPermanentActs/actNonPermanentRegulationsConventionFinalProtocolEn.
pdf (Universal Postal Convention). 
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remuneration was 1.3 SDR per item.138 The Postal Service reports that there was an 
increase in costs associated with Competitive International Registered Mail in FY 2020.139 
The Postal Service describes the remuneraÔÉÏÎ ÁÖÁÉÌÁÂÌÅ ÔÏ ÉÔ ÕÎÄÅÒ ÔÈÅ ȰÖÏÌÕÎÔÁÒÙ 
ÓÕÐÐÌÅÍÅÎÔÁÒÙ ÒÅÍÕÎÅÒÁÔÉÏÎȱ ÐÒÏÇÒÁÍ ɉ320Ɋ ÁÎÄ ÔÈÅ Ȱ)ÎÂÏÕÎÄ -ÁÒËÅÔ $ÏÍÉÎÁÎÔ 
2ÅÇÉÓÔÅÒÅÄ 3ÅÒÖÉÃÅ !ÇÒÅÅÍÅÎÔ ρȟȱ ÁÓ ÓÅÐÁÒÁÔÅ ÓÏÕÒÃÅÓ ÏÆ ÁÄÄÉÔÉÏÎÁÌ ÃÏÎÔÒÉÂÕÔÉÏÎ ÁÓÓÏÃÉÁÔÅÄ 
with inbound registered mail. Id. For FY 2021, the Postal Service states that the increase in 
UPU registered remuneration from 1.3 SDR to 1.4 SDR in CY 2021 should help improve cost 
coverage for this sub-component of International Ancillary Services. Id. 
 
The Commission notes that registered service provided by the Postal Service during 
Quarter 2 to Quarter 4 of FY 2020 for inbound registered items is covered under Inbound 
Competitive International Registered Mail or Inbound Competitive PRIME Registered 
Service Agreement 1 (PRIME Registered Agreement).140 The remuneration the Postal 
Service receives under the PRIME Registered Agreement pertains to a separate product on 
the MCS and does not represent a source of contribution for Inbound Competitive 
International Registered Mail. 
 
Only the Public Representative commented on Inbound Competitive International 
Registered Mail. The Public Representative expresses concern about the failure of Inbound 
Competitive International Registered Mail and the International Ancillary Services product 
to cover costs. PR Comments at 133-34. He notes that international Special Services did not 
ÃÏÖÅÒ ÔÈÅÉÒ ÁÔÔÒÉÂÕÔÁÂÌÅ ÃÏÓÔÓ ÅÉÔÈÅÒ ÁÎÄ ÄÏÕÂÔÓ ÔÈÁÔ ÔÈÅÉÒ ÃÏÓÔÓ Ȱ×ÉÌÌ ÇÏ ÄÏ×Î ÉÎ ÔÈÅ ÎÅÁÒ 
ÆÕÔÕÒÅȢȱ Id. at 134. The Public Representative recommends that the Postal Service provide 
an explanation for how it will address and monitor the future cost coverage of Inbound 
Competitive International Registered Mail. Id. 
 
The Postal Service has expressed its expectation for improved cost coverage for 
International Registered Mail based on calendar year increases in per piece UPU 
remuneration since at least FY 2017.141 The Commission cautions that any improvement in 
cost coverage can only be realized if cost increases are kept below increases in revenues. 
The Commission emphasizes that greater participÁÔÉÏÎ ÂÙ 505 ÍÅÍÂÅÒÓ ÉÎ ÔÈÅ 505ȭÓ 
voluntary supplementary remuneration program, which is conditional on meeting data 
transmission and quality targets,142 would furnish additional revenue to the Postal Service 

                                                        
138 SDR is an international reserve asset created by the International Monetary Fund. Its value is based on a basket of five currencies: the U.S. 
dollar, the euro, the Chinese renminbi, the Japanese yen, and the British pound sterling. 

139 FY 2020 ACR at 68. Competitive International Registered Mail includes Outbound Competitive International Registered Mail and Inbound 
Competitive International Registered Mail sub-components. 

140 See MCS Section 2515.10, Inbound Competitive Multi-Service Agreements with Foreign Postal Operators 1, which includes Inbound 
Competitive PRIME Registered Service Agreement 1. 

141 In FY 2017 to FY 2019, International Registered Mail was included on the Market Dominant product list (MCS Section 1510.2). See Docket No. 
ACR2017, United States Postal Service Fiscal Year 2017 Annual Compliance Report, December 29, 2017, at 44; see also Docket No. ACR2018, 
United States Postal Service Fiscal Year 2018 Annual Compliance Report, December 28, 2018, at 43; FY 2019 ACR at 35. 

142 See Universal Postal Convention, Article 30-104 for general principles, data transmission targets, and the amount of supplementary 
remuneration that can be earned by designated operators of destinations opting to participate in the SRP. 
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for Inbound Competitive International Registered Mail. Maximizing supplementary 
revenue and controlling annual cost increases for Inbound Competitive International 
Registered Mail would result in a more compensatory product.143 
 
The Commission finds that the International Ancillary Services product was not in compliance 
with 39 U.S.C. § 3633(a)(2) in FY 2020 because one sub-component, Inbound Competitive 
International Registered Mail, did not cover costs. The Commission directs the Postal Service 
to provide a detailed analysis of obstacles that prevent the Postal Service from meeting 
performance targets for inbound registered items, as well as the projected cost of attaining 
performance targets, within 120 days of issuance of this ACD. 

 Competitive International Products Consisting of 
NSAs 

Competitive international mail also includes products with rates and fees not of general 
applicability that are established pursuant to one or more NSAs. 
 
At the request of the Postal Service, and to address administrative concerns involving 
product reporting and classification on the Competitive product list, the Commission 
permitted the grouping of functionally equivalent international NSAs with the express 
understanding that each NSA within a product must cover its attributable cost.144 
Functionally equivalent international NSAs are collectively evaluated as a product for 
compliance with 39 U.S.C. § 3633(a)(2) . 
 
The Postal Service reports volume, revenue, and cost data for each Competitive 
international NSA comprising Competitive international products. See Revised Library 
Reference USPS-FY20-NP2. For FY 2020, the Postal Service provided these data for 789 
international NSAs, 771 of which include negotiated rates for outbound mail and 18 of 
which include negotiated rates for inbound mail.145 Of the 789 international NSAs, 
revenues for 11 contracts did not cover their attributable costs in FY 2020.146 In addition, 
one category of Competitive international products consisting of NSAs, Global Expedited 

                                                        
143 The UPU registered payment per item will increase by 8 percent in CY 2021, from 1.3 SDR to 1.4 SDR. With improved performance in CY 
2021, and the associated supplementary revenue it would furnish, the registered payment per item could increase by 46 percent, from 1.3 SDR 
to 1.9 SDR. 

144 See, e.g., Docket No. CP2011-34, et al., Order Approving Five Additional Global Expedited Package Services 3 Negotiated Service Agreements, 
December 1, 2010, at 5 (Order No. 601). 

145 Library Reference PRC-LR-ACR2020-NP2. When producing this summary value, the Commission counted each agreement or volume within 
the same agreement for which cost coverage is evaluated separately, as one, e.g., financial performance for volume under Docket No. R2018-2 
in Quarter 1 was counted as one NSA, and the financial performance for volume under the same docket in Quarter 2 and Quarter 3 was 
counted as a separate NSA. In addition, the Commission reviews the financial performance of each serial-numbered agreement under the 
GEPSτNPR products; each such serial-numbered agreement is counted as one NSA in this summary value. 

146 Errata to Certain Pages of the FY 2020 ACR at 8; see Revised Library Reference USPS-FY20-NP2; see also Library Reference PRC-LR-ACR2020-
NP2. The Commission notes that the revised ICRA, filed by the Postal Service on February 22, 2021, resulted in an increase in the number of 
Competitive international NSAs that failed to cover their attributable costs in FY 2020 from the originally reported 10 contracts to 11 contracts. 
Compare FY 2020 ACR at 70, with Errata to Certain Pages of the FY 2020 ACR at 8. 
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Package Services (GEPS) Contracts, and one outbound international product consisting of 
NSAs, GEPS 11, did not cover their attributable costs in FY 2020. FY 2020 ACR at 70. 
 
The Public Representative observes a discrepancy between the number of contracts with 
below 100-percent cost coverage indicated by the data originally filed by the Postal Service 
and the number of such contracts reported in the FY 2020 ACR.147 He also notes that the 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÌÁÉÍ ÔÈÁÔ ÁÌÌ .3! ÃÁÔÅÇÏÒÉÅÓ ÃÏÖÅÒÅÄ ÔÈÅÉÒ ÁÔÔÒÉÂÕÔÁÂÌÅ ÃÏÓÔÓ ÉÎ &9 ςπςπ ÉÓ 
not supported by the financial workpapers filed. PR Comments at 134. Accordingly, the 
Public Representative urges the Postal Service to address the discrepancy. Id. In addition, 
ÈÅ ÒÅÉÔÅÒÁÔÅÓ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÒÅÃÏÍÍÅÎÄÁÔÉÏÎ ÔÏ ȰÃÏÎÔÉÎÕÁÌÌÙ ÍÏÎÉÔÏÒ ÔÈÅ ÆÉÎÁÎÃÉÁÌ 
performance of each contract and take aggressive steps on an ongoing basis to terminate 
any agreements that are not compensatory.ȱ Id. at 134-35 (quoting FY 2019 ACD at 81). 
 
The Commission notes that the Postal Service corrected its statement that all Competitive 
international NSA categories covered their attributable costs in FY 2020, reporting that one 
category of Competitive international products, GEPS Contracts, did not cover costs. Errata 
to Certain Pages of the FY 2020 ACR at 8. 
 
The financial results for Competitive outbound and inbound international products 
consisting of NSAs are discussed below. 

a. Competitive Outbound International Products Consisting 
of NSAs 

Competitive outbound international products with negotiated rates are classified on the 
Competitive product list. Under outbound NSAs, mailers must commit to tendering 
specified minimum volume and/or revenue on an annual basis in exchange for reduced 
rates from the Postal Service. The Commission has previously expressed concern that the 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÄÏÅÓ ÎÏÔ ÁÌ×ÁÙÓ ÅÎÆÏÒÃÅ ÃÕÓÔÏÍÅÒÓȭ ÍÉÎÉÍÕÍ ÖÏÌÕÍe commitments.148 The 
Commission continues to monitor compliance with statutory requirements regardless of 
adherence to contractual minimums. Additional postal services may be available for 
products with rates and fees not of general applicability.149 Table IV-2 shows the FY 2020 
product category for each of these products for which the Postal Service reports FY 2020 
financial results.150 

                                                        
147 PR Comments at 134; see Library Reference USPS-FY20-NP44, February 17, 2021. The discrepancy between the number of contracts that did 
not cover their attributable costs reported by the Postal Service in the FY 2020 ACR and the number of such contracts referred to by the Public 
Representative stems from the fact that four agreements under a GEPSτNPR pǊƻŘǳŎǘ ǿŜǊŜ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ǊŜǇƻǊǘŜŘ ǾŀƭǳŜΦ C¸ 
2020 ACR at 70; PR Comments at 134. 

148 See Docket Nos. MC2019-127 and CP2019-136, Order Adding Priority Mail Express & Priority Mail Contract 92 to the Competitive Product 
List, April 30, 2019, at 5 (Order No. 5077). 

149 See, e.g., MCS Section 2510.3.5 for additional services available to products included in the GEPS Contracts category. 

150 The Postal Service does not report FY 2020 financial results for the following Competitive outbound international products: Global Bulk 
Economy (GBE) Contracts, Priority Mail International Regional Rate BoxesτNon-Published Rates, Outbound Competitive International 
Merchandise Return Service Agreement with Royal Mail Group, Ltd., Priority Mail International Regional Rate Boxes (PMI RRB) Contracts 1, 
Competitive International Merchandise Return Service Agreements with Foreign Postal Operators 1, Competitive International Merchandise 
Return Service Agreements with Foreign Postal Operators 2, Alternative Delivery Provider (ADP) Contracts 1, Alternative Delivery Provider 
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Table IV-2 
Competitive Outbound International Products by Category, FY 2020151152 

 

Product Category Product Name 

Global Expedited Package Services (GEPS) Contracts 

GEPS 7 
GEPS 8 
GEPS 9 
GEPS 10 
GEPS 11 

Global Expedited Package Services (GEPS)τNon-Published 
Rates 

Global Expedited Package Services (GEPS)τNon-
Published Rates 14 
Global Expedited Package Services (GEPS)τNon-
Published Rates 15 

Global Plus Contracts  

Global Plus 1D 
Global Plus 1E 
Global Plus 3 
Global Plus 4 
Global Plus 5 
Global Plus 6 

Global Reseller Expedited Package Contracts 
Global Reseller Expedited Package Services 2 
Global Reseller Expedited Package Services 4 

Priority Mail Express International, Priority Mail International 
& First-Class Package International Service Contracts 

Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service Contract 1 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service Contract 2 

Priority Mail Express International, Priority Mail International, 
First-Class Package International Service & Commercial 
ePacket Contracts 

Priority Mail Express International, Priority Mail 
International, First-Class Package International Service 
& Commercial ePacket Contract 2 
Priority Mail Express International, Priority Mail 
International, First-Class Package International Service 
& Commercial ePacket Contract 3 
Priority Mail Express International, Priority Mail 
International, First-Class Package International Service 
& Commercial ePacket Contract 4 
Priority Mail Express International, Priority Mail 
International, First-Class Package International Service 
& Commercial ePacket Contract 5 
Priority Mail Express International, Priority Mail 
International, First-Class Package International Service 
& Commercial ePacket Contract 6 

                                                        
Reseller (ADPR) Contracts 1, GEPS 3, GEPS 5, GEPS 6, Global Plus 1C, Global Plus 2C, Global Reseller Expedited Package Services (GREPS) 1, 
GREPS 3, GEPSτNPR 2, GEPSτNPR 3, GEPSτNPR 4, GEPSτNPR 5, GEPSτNPR 6, GEPSτNPR 7, GEPSτNPR 8, GEPSτNPR 9, GEPSτNPR 10, 
GEPSτNPR 11, and GEPSτNPR 13. 

151 This table presents outbound international products by product category as they appear in the MCS. 

152 Products and product categories that did not cover costs in FY 2020 are denoted in red. 
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Priority Mail Express International, Priority Mail 
International, First-Class Package International Service 
& Commercial ePacket Contract 7 
Priority Mail Express International, Priority Mail 
International, First-Class Package International Service 
& Commercial ePacket Contract 8 

Priority Mail Express International, Priority Mail International 
& Commercial ePacket Contracts 

Priority Mail Express International, Priority Mail 
International & Commercial ePacket Contract 1 

International Priority Airmail, Commercial ePacket, Priority 
Mail Express International, Priority Mail International & First-
Class Package International Service Contracts 

International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service Contract 1 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service Contract 2 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service Contract 3 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service Contract 4 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service Contract 5 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service Contract 6 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service Contract 7 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service Contract 8 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service Contract 9 

International Priority Airmail, Commercial ePacket, Priority 
Mail Express International, Priority Mail International & First-
Class Package International Service with Reseller Contracts 

International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service with Reseller Contract 1 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
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International & First-Class Package International 
Service with Reseller Contract 2 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service with Reseller Contract 3 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service with Reseller Contract 4 
International Priority Airmail, Commercial ePacket, 
Priority Mail Express International, Priority Mail 
International & First-Class Package International 
Service with Reseller Contract 5 

International Priority Airmail Contracts International Priority Airmail Contract 1 

International Priority Airmail, International Surface Air Lift, 
Commercial ePacket, Priority Mail Express International, 
Priority Mail International & First-Class Package International 
Service with Reseller Contracts  

International Priority Airmail, International Surface Air 
Lift, Commercial ePacket, Priority Mail Express 
International, Priority Mail International & First-Class 
Package International Service with Reseller Contract 1 
International Priority Airmail, International Surface Air 
Lift, Commercial ePacket, Priority Mail Express 
International, Priority Mail International & First-Class 
Package International Service with Reseller Contract 2 

Source: MCS Section 2510. 

 
The Postal Service reports financial results for each outbound international NSA within 
these products. Of the 771 outbound international NSAs, the revenues for 11 contracts, 1 
outbound international product consisting of NSAs, and 1 category of outbound 
international products, GEPS Contracts, did not cover their attributable costs in FY 2020. 
The financial results for GEPS 11 were significantly negative enough to result in the entire 
category of GEPS products being non-compensatory in FY 2020. Errata to Certain Pages of 
the FY 2020 ACR at 8. All 11 NSAs have expired. Id. The non-compliant product is discussed 
below. 

(1)  GEPS 11 

In FY 2020, the GEPS 11 product did not cover its attributable cost.153 The Postal Service 
provided financial results for two NSAs within the GEPS 11 product, and neither NSA 
covered its attributable cost.154 The subsequent paragraphs discuss the relevant 
background for the agreement that is the subject of the Docket No. CP2019-176, one of the 
two NSAs included in the non-compliant GEPS 11 product. This agreement is discussed 
because the issues are illustrative of the problems with GEPS 11 in FY 2020. 
 

                                                        
153 See Library Reference USPS-FY20-NP2; see also Revised Library Reference USPS-FY20-NP2; Library Reference PRC-LR-ACR2020-NP2. 

154 See Library Reference USPS-FY20-NP2; see also Revised Library Reference USPS-FY20-NP2; Library Reference PRC-LR-ACR2020-NP2. 
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When the Postal Service entered into the agreement that is the subject of Docket No. 
CP2019-176, the United States was participating in negotiations with the UPU regarding 
the ability of the Postal Service to self-declare rates for inbound format E items to the 
United States.155 As part of the pre-implementation review for this agreement, a CHIR was 
ÉÓÓÕÅÄ ÉÎÑÕÉÒÉÎÇ ÁÂÏÕÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÐÌÁÎÓ ÔÏ ÁÄÄÒÅÓÓ ÐÏÔÅÎÔÉÁÌ ÆÕÔÕÒÅ ÉÎÃÒÅÁÓÅÓ ÉÎ 
outbound international mail costs.156 The Postal Service stated that it intended to revisit 
active customer agreements to determine if they were viable in CY 2020.157 The UPU Third 
Extraordinary Congress resulted in the payment of the same rate for outbound format E 
flows to all UPU country groups as of CY 2020, which represented increases in the 
ÁÇÒÅÅÍÅÎÔȭÓ ÕÎÄÅÒÌÙÉÎÇ ÃÏÓÔÓȢ158 
 
)Î ÔÈÅ &9 ςπρω !#$ȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÒÅÃÏÍÍÅÎÄÅÄ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ȰÃÏÎÔÉÎÕÁÌÌÙ 
monitor the performance of each [Competitive outbound international] contract and take 
aggressive steps on an ongoing basis to terminate any agreements that are not 
ÃÏÍÐÅÎÓÁÔÏÒÙȢȱ &9 ςπρω !#$ ÁÔ ψρȢ .ÏÔ×ÉÔÈÓÔÁÎÄÉÎÇ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ςπρω !#$ ÄÉÒÅÃÔÉÖÅ 
ÁÎÄ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÅØÐÒÅÓÓ ÉÎÔÅÎÔÉÏÎ ÔÏ ÒÅÖÉÓÉÔ ÔÈÅ ÖÉÁÂÉÌÉÔÙ ÏÆ ÁÃÔÉÖÅ ÃÕÓÔÏÍÅÒ 
agreements, which included the agreement under discussion, the Commission notes that 
the Postal Service did not file a modified agreement in the docket until 4 months following 
the implementation of the new format E rates.159 
 
The supporting documentation for this agreement, as with many NSAs, relied on the Postal 
3ÅÒÖÉÃÅȭÓ ÁÓÓÕÍÐÔÉÏÎÓ ÁÓ ÔÏ ÔÈÅ ÃÈÁÒÁÃÔÅÒÉÓÔÉÃÓ ÏÆ ÔÈÅ ÍÁÉÌÐÉÅÃÅÓ ÔÏ ÃÁÌÃÕÌÁÔÅ ÐÒÏÊÅÃÔÅÄ 
costs, and therefore demonstrate that revenues will exceed those projected costs. If the 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÁÓÓÕÍÐÔÉÏÎÓ ÁÓ ÔÏ ÔÈÅ ÃÈÁÒÁÃÔÅÒÉÓÔics of the mailpieces and the distribution 
of mailpieces by destination deviate significantly from the actual characteristics and 
distribution, the actual cost coverage will differ from the projected cost coverage. For the 
instant agreement, the Postal Service filed workpapers with the Commission in advance of 
ÔÈÅ ÁÇÒÅÅÍÅÎÔȭÓ ÉÍÐÌÅÍÅÎÔÁÔÉÏÎȢ 4ÈÅ ÐÒÏÊÅÃÔÅÄ ÒÅÖÅÎÕÅÓ ÁÎÄ ÃÏÓÔÓ ÆÏÒ ÔÈÅ ÁÇÒÅÅÍÅÎÔ 
included in the workpapersɂÃÁÌÃÕÌÁÔÅÄ ÆÏÒ ÔÈÅ ÃÕÓÔÏÍÅÒȭÓ ÐÒÏÊÅÃÔÅÄ ÍÁÉÌÐÉÅÃÅÓ ÁÎÄ ÔÈÅÉÒ 
assumed characteristicsɂdemonstrated revenues in excess of projected costs. 
                                                        
155 The negotiations culminated in the UPU Third Extraordinary Congress, held in September 2019. Reforms adopted at the Third Extraordinary 
Congress allowed for the harmonization of format E rates beginning on January 1, 2020, and for the self-declaration of format E terminal dues, 
beginning on July 1, 2020. The reform that was relevant to the agreement at issue was the harmonization of format E rates. 

156 See Docket No. CP2019-мтсΣ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ м ŀƴŘ bƻǘƛŎŜ ƻŦ CƛƭƛƴƎ ¦ƴŘer Seal, July 3, 2019, question 1. 

157 Docket No. CP2019-мтсΣ wŜǎǇƻƴǎŜ ƻŦ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ tƻǎǘŀƭ {ŜǊǾƛŎŜ ǘƻ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ мΣ ǿƛǘƘ tƻǊǘƛƻƴǎ ŦƛƭŜŘ ¦ƴŘŜǊ 
Seal, July 10, 2019, question 1. 

158 See Universal Postal Convention, Second Additional Protocol to the Universal Postal Convention, Article III (Article 29 amended) and Article 
IV (Article 30 amended). Considering the effective period of the agreement at issue, the harmonization of format E rates represented increases 
in the underlying costs for the agreement. This reform resulted in the same level of terminal dues charged by all FPOs for their inbound format 
E flows from the United States, subject to applicable business rules. The level of terminal dues charged was that of UPU group I countries 
όƘƛƎƘŜǎǘ ƭŜǾŜƭύΦ Lƴ ƻǘƘŜǊ ǿƻǊŘǎΣ ƛƴ ǘƘŜ ŀōǎŜƴŎŜ ƻŦ ǘƘƛǎ ǊŜŦƻǊƳΣ ƻƴƭȅ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ƻǳǘōƻǳƴŘ ŦƻǊƳŀǘ 9 Ŧƭƻǿǎ ǘƻ ¦t¦ ƎǊƻǳp I countries would 
have been subject to UPU group I terminal dues. Flows to UPU group II, III, and IV countries would have been subject to progressively lower 
terminal dues. 

159 See Docket No. CP2019-176, Notice of the United States Postal Service of Filing Modification One to a Global Expedited Package Services 11 
Negotiated Service Agreement, April 27, 2020 (Modification One). As mentioned above, the harmonized format E rates were effective January 
1, 2020. 
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As mentioned above, in April 2020, the Postal Service filed Modification One to the 
agreement in question. The financial workpapers filed in support of the modification used 
negative inflation factors to project international and domestic transportation costs for the 
agreement. A CHIR in the docket was issued requesting information on the reasonableness 
ÏÆ ÓÕÃÈ ÃÏÓÔ ÐÒÏÊÅÃÔÉÏÎÓ ÁÎÄ ÏÎ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÅØÐÅÃÔÁÔÉÏÎÓ ÒÅÇÁÒÄÉÎÇ ÔÈÅ ÉÍÐÁÃÔ ÏÆ 
the COVID-19 pandemic on the costs of the agreement.160 The CHIR also requested 
ÉÎÆÏÒÍÁÔÉÏÎ ÏÎ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÅØÐÅÃÔÁÔÉÏÎ ÁÓ ÔÏ ÔÈÅ ÉÍÐÁÃÔ ÏÆ ÔÈÅ #/6)$-19 pandemic 
on costs for all active outbound NSAs and their ability to continue to comply with 39 U.S.C. 
§ 3633(a)(2). Docket No. CP2019-176, CHIR No. 2, question 2. The Postal Service filed its 
response under seal.161 In it, the Postal Service expressed optimism with regard to the 
ÁÇÒÅÅÍÅÎÔȭÓ ÃÏÓÔ ÃÏÖÅÒÁÇÅȢ !Ó ÆÏÒ ÔÈÅ #/6)$-ρω ÐÁÎÄÅÍÉÃȭÓ ÉÍÐÁÃÔ ÏÎ ÔÈÅ ÃÏÓÔÓ ÆÏÒ ÏÔÈÅÒ 
active outbound international NSAs, the Postal Service listed its options to address non-
compliant agreements. 
 
4ÈÅ ÄÁÔÁ ÓÈÏ× ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÁÓÓÕÍÐÔÉÏÎÓ ÒÅÇÁÒÄÉÎÇ ÔÈÅ ÁÇÒÅÅÍÅÎÔȭÓ ÍÁÉÌ 
characteristics and distribution did not materialize. The resulting cost coverage reported 
for the agreement was significantly below the originally projected cost coverage, and the 
agreement was non-compensatory.162 
 
The Commission notes that on two separate occasions, described above, CHIRs were issued 
with regard to the accuracy of cost projections for the agreement under discussion. Neither 
Postal Service response included updates to underlying cost projections for the agreement. 
The Commission emphasizes that the rate design for this complicated outbound 
international agÒÅÅÍÅÎÔ ÒÅÑÕÉÒÅÄ ÁÃÃÕÒÁÔÅ ÐÒÏÊÅÃÔÉÏÎ ÏÆ ÔÈÅ ÃÕÓÔÏÍÅÒȭÓ ÂÅÈÁÖÉÏÒ ÁÎÄ ÏÆ ÔÈÅ 
input costs, including settlement costs. The risk of not accounting for unforeseen 
circumstances is inherent in cost projections. However, even when circumstances such as 
the COVID-19 pandemic are known, the ability to accurately adjust cost estimates to 
account for their financial implications is a difficult task. In the case of the instant 
agreement, the COVID-19 pandemic could not have been predicted at the time of the 
original fiÌÉÎÇȢ (Ï×ÅÖÅÒȟ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÅØÐÒÅÓÓÅÄ ÃÏÎÃÅÒÎ ÁÂÏÕÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 
reliance on negative inflation factors at the time the Postal Service filed Modification One to 
the agreement.163 In Docket No. CP2019-176, a cumulative effect of errors and unexpected 
events occurred. The input costs for the agreement changed dramatically during the course 
of the agreement in ways that could not be anticipated, such as the COVID-19 pandemic, 
and ways that could be anticipated, such as the changes resulting from UPU negotiations. 
The customer profile (mailpiece characteristics and distribution) also differed from the 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÐÒÏÊÅÃÔÉÏÎÓ ÉÎ ×ÁÙÓ ÔÈÁÔ ÉÍÐÁÃÔÅÄ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ÎÅÇÁÔÉÖÅÌÙȢ !ÌÌ ÏÆ ÔÈÅÓÅ 
factors highlight the importance of designing outbound international agreements without 

                                                        
160 Docket No. CP2019-мтсΣ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ нΣ !ǇǊƛƭ олΣ нлнлΣ ǉǳŜǎǘƛƻƴ м ό5ƻŎƪŜǘ bƻΦ /tнлмф-176, CHIR No. 2). 

161 Docket No. CP2019-176, Response of the United {ǘŀǘŜǎ tƻǎǘŀƭ {ŜǊǾƛŎŜ ǘƻ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ нΣ aŀȅ тΣ нлнлΦ 

162 See Library Reference PRC-LR-ACR2020-btнΣ 9ȄŎŜƭ ŦƛƭŜ ά/tнлмф-мтс !ƴŀƭȅǎƛǎΦȄƭǎȄέ ŦƻǊ ŀ ƳƻǊŜ ŘŜǘŀƛƭŜŘ ŀƴŀƭȅǎƛǎ ƻŦ ǘƘŜ ŀƎǊŜŜƳŜƴǘ ǘƘŀǘ ƛǎ ǘƘŜ 
subject of the Docket No. CP2019-176. 

163 Negative inflation factors were used for a cost segment for which expenses, when combined with settlement costs, represent a significant 
portion of total costs for this NSA. 
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rate cells that have non-compensatory cost coverage and of continuously monitoring the 
performance of agreements to prevent one agreement from turning an entire product 
consisting of NSAs, such as GEPS 11, and an entire category of products consisting of NSAs, 
such as the GEPS Contracts category, non-compensatory. 
 
The Commission concludes that one Competitive outbound international product consisting of 
NSAs, GEPS 11, did not satisfy 39 U.S.C. § 3633(a)(2) because revenue did not exceed the 
attributable cost for the product. The two contracts in this product are no longer active, and 
thus no longer need to be terminated. The Commission directs the Postal Service to 
continually monitor the financial performance of outbound international NSAs. For details 
pertaining to the monitoring of the financial performance of international NSAs, see Section 
IV.C.4.c. below. 

b. Competitive Inbound International Products Consisting of 
NSAs 

Competitive inbound international products with negotiated rates are classified on the 
Competitive product list. Inbound international agreements entered into by the Postal 
Service and one or more FPOs provide inbound services and prices that are available only 
to mailers meeting defined eligibility requirements for mail preparation, content, size, and 
weight limitations. Table IV-3 below shows the product category for each inbound 
international product for which the Postal Service reports FY 2020 financial results.164 
 

Table IV-3 
Competitive Inbound International Products by Category, FY 2020165 

 

Product Category Product Name 

International Business Reply Service (IBRS) 
Competitive Contracts  

IBRS Competitive Contract 3 

Inbound EMS Inbound EMS 2 

Inbound Air Parcel Post (at non-UPU rates) Royal Mail Group Inbound Air Parcel Post Agreement 

Inbound Competitive Multi-Service Agreements with 
Foreign Postal Operators  

Inbound Competitive Multi-Service Agreements with 
Foreign Postal Operators 1 

Source: MCS Section 2515. 

 
The Postal Service reports financial results for each inbound Competitive NSA within these 
products. In FY 2020, each inbound Competitive international product and each inbound 
Competitive NSA within these products covered its attributable costs. 

                                                        
164 The Postal Service does not report FY 2020 financial results for the following Competitive inbound international products: International 
Business Reply Service Competitive Contract 1, Inbound Direct Entry Contracts with Customers, Inbound Direct Entry Contracts with Foreign 
Postal Administrations, and Inbound Direct Entry Contracts with Foreign Postal Administrations 1. 

165 This table presents inbound international products by product category as they appear in the MCS. 
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The Commission notes that prior to Quarter 2 of FY 2020, international NSAs entered into 
by the Postal Service and one or more FPOs for the delivery of format E items166, as well as 
for the provision of services pertaining to format E items,167 were included on the Market 
Dominant product list. Following the transfer of format E items previously included under 
Inbound Letter Post (MCS Section 1130) from the Market Dominant to the Competitive 
product list as Inbound Letter Post Small Packets and Bulky Letters, effective in Quarter 2 
of FY 2020, the above mentioned international agreements were also transferred to the 
Competitive product list. See Order No. 5437. In addition, the Postal Service entered into 
four new Competitive inbound international NSAs with FPOs during FY 2020.168 The 
inbound international mail volume that entered the United States under Competitive 
inbound international NSAs has increased accordingly between FY 2019 and FY 2020.169 
 
The Commission observes that the increase in the number of Competitive inbound 
international NSAs, and in the volume that enters the 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÎÅÔ×ÏÒË ÕÎÄÅÒ ÔÈÅÓÅ 
.3!Óȟ ÎÅÃÅÓÓÉÔÁÔÅÓ ÍÏÎÉÔÏÒÉÎÇ ÏÆ ÔÈÅÓÅ ÁÇÒÅÅÍÅÎÔÓȭ ÆÉÎÁÎÃÉÁÌ ÐÅÒÆÏÒÍÁÎÃÅ ÉÎ ÏÒÄÅÒ ÔÏ 
ensure their continued compliance with the provisions of 39 U.S.C. § 3633(a)(2). 
 
The Commission concludes that Competitive inbound international products consisting of 
NSAs satisfied 39 U.S.C. § 3633(a)(2) because revenue exceeded attributable cost for each 
product. The Commission recommends that the Postal Service continually monitor the 
financial performance of each inbound international contract and take aggressive steps to 
terminate or renegotiate agreements that are not compensatory. 

c. Monitoring of Competitive Outbound International NSAs 
Financial Performance 

Financial performance of Competitive outbound international NSAs is determined by the 
ratio of the revenues earned and the costs incurred by the Postal Service for volumes 
shipped under NSAs. For postal products available to outbound international NSAs, the 

                                                        
166 See Canada Post Agreement (Docket No. R2018-2), included under the Inbound Market Dominant Multi-Service Agreements with Foreign 
Postal Operators 1 product (MCS Section 1602.3) prior to Quarter 2 of FY 2020. 

167 See Australia Post Agreement (Docket No. R2017-2), included under the Inbound Market Dominant Multi-Service Agreements with Foreign 
Postal Operators 1 product (MCS Section 1602.3) prior to Quarter 2 of FY 2020. See also Inbound Market Dominant Exprès Service Agreement 1 
(Docket No. R2011-6), Inbound Market Dominant Registered Service Agreement 1 (Docket No. R2016-6), and Inbound Market Dominant PRIME 
Tracked Service Agreement (Docket No. R2017-3), included in MCS Sections 1602.4, 1602.5, and 1602.6, respectively, prior to Quarter 2 of FY 
2020. 

168 See Docket No. CP2020-141, Notice of United States Postal Service of Filing Functionally Equivalent Inbound Competitive Multi-Service 
Agreement with Foreign Postal Operators, May 15, 2020; see also Docket No. CP2020-144, Notice of United States Postal Service of Filing 
Functionally Equivalent Inbound Competitive Multi-Service Agreement with Foreign Postal Operator ς FY20-1, May 21, 2020; Docket No. 
CP2020-167, Notice of United States Postal Service of Filing Functionally Equivalent Inbound Competitive Multi-Service Agreement with Foreign 
Postal Operator ς FY20-2, June 8, 2020; Docket No. CP2020-211, Notice of United States Postal Service of Filing Functionally Equivalent Inbound 
Competitive Multi-Service Agreement with Foreign Postal Operator ς FY20-3, June 30, 2020. 

169 See Library Reference PRC-LR-ACR2020-btнΣ 9ȄŎŜƭ ŦƛƭŜ άtw/-LR-ACR2020-btн ¦bLCL95 L/w!ΦȄƭǎȄΣέ ǘŀō ά!/wнлнл /ƻƳǇ L. Lƴǘƭ b{!ǎΣέ ŎŜƭƭ 9тфΤ 
see also Docket No. ACR2019, Library Reference PRC-LR-ACR2019-btнΣ aŀǊŎƘ нрΣ нлнлΣ 9ȄŎŜƭ ŦƛƭŜ άtw/-LR-ACR2019-btн ¦bLCL95 L/w!ΦȄƭǎȄΣέ 
ǘŀō ά!/wнлмф /ƻƳǇ L. Lƴǘƭ b{!ǎΣέ ŎŜƭƭ DстΦ !ǘ ǘƘŜ ŎƻƴŎƭǳǎƛƻƴ ƻŦ C¸ нлмфΣ ƻƴŜ ŀƎǊŜŜƳŜƴǘ ǿŀǎ ƛƴŎƭǳded under the Inbound Competitive Multi-
Service Agreements with Foreign Postal Operators 1 product (MCS Section 2515.10). At the conclusion of FY 2020, seven agreements were 
included under the product. 
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Postal Service operates in a competitive market, which has an impact on the rates the 
Postal Service can offer to its domestic customers shipping internationally, as it competes 
for their volumes. With revenues that can be generated by international NSAs constrained 
by market competition, accurate determination of costs expected to be incurred is 
essential. Only then can the Postal Service determine reliably whether the negotiated rates 
it offers to customers are sufficiently high to generate revenues in excess of costs. 
 
4ÈÅ ÁÃÃÕÒÁÃÙ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÏÓÔ ÐÒÏÊÅÃÔÉÏÎÓ ÉÎÃreases with the amount of 
customer-specific information used and with reliance on realistic inflation and exchange 
rates pertaining to projection terms. Costs for outbound international volumes can 
reasonably be expected to vary with the distance these outbound volumes travel to reach 
their respective destinations, as well as with terminal dues that designated FPOs charge for 
the delivery of the 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÏÕÔÂÏÕÎÄ ÉÎÔÅÒÎÁÔÉÏÎÁÌ ÖÏÌÕÍÅÓ ×ÉÔÈÉÎ ÔÈÅÉÒ ÔÅÒÒÉÔÏÒÉÅÓȢ 
Terminal dues vary by destination country and are assessed on the basis of volume and 
weight of inbound international mail.170 It follows that reliance on accurately projected 
ÃÈÁÒÁÃÔÅÒÉÓÔÉÃÓ ÏÆ ÔÈÅ ÃÕÓÔÏÍÅÒÓȭ ÖÏÌÕÍÅÓ ÁÎÄ ÔÈÅÉÒ ÄÉÓÔÒÉÂÕÔÉÏÎÓ ÂÙ ÄÅÓÔÉÎÁÔÉÏÎ ÉÓ ÅÓÓÅÎÔÉÁÌ 
for the accuracy of cost projections. 
 
While terminal dues have historically been easier to predict reliably,171 in particular for 
outbound international NSAs in effect for 1 year or less, the interpretation of certain 
provisions related to the remuneration for format E items, which resulted from the Third 
Extraordinary Congress, continues to be the subject of discussion.172 In addition, 
remuneration changes are also proposed for format P/G items for the coming years.173 For 
format E items, the impact of the final adopted interpretations of the referenced provisions 
ÏÎ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÏÓÔÓ ÉÓ ÄÅÓÔÉÎÁÔÉÏÎ-specific and difficult to project. For format P/G 
items, the large annual increases in terminal dues over the coming years are difficult to 

                                                        
170 See, e.g., Universal Postal Convention, Article 28 for general provisions related to terminal dues remuneration under which receiving 
designed FPOs have the right to charge for the delivery of inbound letter post items in their respective territories. Terminal dues are assessed 
on a per-item and per-kilogram basis or on the basis of a total rate per kilogram. Terminal dues charged by receiving FPOs vary according to the 
classification of receiving countries as either target system countries, further classified as group I, II, and III countries, or as transitional system 
countries, which include countries classified as group IV countries. 

171 Id. Articles 29-30. Terminal dues ranges, expressed as cap and floor rates, are included in relevant Universal Postal Convention articles for 
four consecutive CYs. For example, Articles 29 and 30 of the most recent Universal Postal Convention include terminal dues rates for format 
P/G items for CY 2018 to CY 2021. 

172 See Universal Postal Union, Second Additional Protocol to the Universal Postal Convention, Article 28bis, ¶¶ 6bis and 6quater. The provisions 
of the Second Additional Protocol to the Universal Postal Convention, which allowed the Postal Service to self-declare its E format prices 
effective on July 1, 2020, allowed corresponding designated operators to do likewise, on the basis of reciprocity. Article 28bis, paragraph 6bis 
and 6quater include a protection mechanism with the intent to protect countries with low outbound letter post volumes to the countries 
invoking Article 28bis, paragraph 6bis (i.e., the United States), from being subject to self-declared rates. The protected volumes pertain to letter 
post volumes from group II and group III countries with total weight to the United States below 25 tonnes and to letter post volumes from 
group IV countries with total weight to the United States below 100 tonnes. See Article II (Article 28bis added), ¶¶ 1.1.6 and 1.1.7. The 
Commission notes that the interpretation of the protection mechanism is subject to clarification. See also Article 28bis, ¶ 6ter. Calculation of 
the cost-to-tariff ratio is also subject to clarification. 

173 See Docket No. IM2020-1, Notice of Posting of Proposals, March 26, 2020; Docket No. IM2020-1, Notice of Posting of Document, March 30, 
2020. Format P/G terminal dues are scheduled to be harmonized by CY 2025. This will lead to annual settlement cost increases of 5.0 percent 
for outbound format P/G flows to UPU group I countries, 8.7 percent to UPU group II countries, 12.1 percent to UPU group III countries, and 
15.5 percent to UPU group IV countries, between CY 2022 and CY 2025. 
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capture in financial workpapers that project costs for only the first 12 months of outbound 
international agreements. 
 
3ÔÁÒÔÉÎÇ ÉÎ 1ÕÁÒÔÅÒ ς ÏÆ &9 ςπςπȟ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÏÐÅÒÁÔÉÏÎÓ ×ÅÒÅ ÉÍÐÁÃÔÅÄ ÂÙ ÔÈÅ 
COVID-19 pandemic. The challenges posed by the COVID-19 pandemic were expected to 
have financial and service quality implications.174 The negative financial implications of the 
COVID-ρω ÐÁÎÄÅÍÉÃ ÁÒÅ ÁÐÐÁÒÅÎÔ ÉÎ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÒÅÖÉÅ× ÏÆ ÆÉÎÁÎÃÉÁÌ ÄÁÔÁ ÐÅÒÔÁÉÎÉÎÇ 
to FY 2020 in the instant docket. Circumstances such as the COVID-19 pandemic, and their 
likely continued fallout, introduce uncertainty into cost projections, potentially rendering 
them less reliable. 
 
The Commission observes that issues related to the costs incurred by NSAs exceeding 
revenues are avoidable when they are due to inaccurately projecting a customerȭs mail 
profile (the distribution of volume by country group and weight per piece) coupled with 
rate designs that do not allow for deviations from such projections. Consequently, the 
Commission encourages the Postal Service to include customer-specific volume and weight 
distributions when calculating projected revenues and costs for outbound international 
NSAs. The Commission further encourages the Postal Service to ensure that cost coverage 
is maintained even if a customerȭs mail profile deviates from expectations on which 
revenue and cost projections were based at the time of the agreementȭs implementation. 
 
The Commission recognizes that there is inherent uncertainty within international NSA 
cost projections because developments at the UPU can lead to changes in terminal dues and 
settlement costs. The Commission further recognizes the difficulty in producing reliable 
cost projections that are based on inflation and exchange rate forecasts relating to contract 
terms characterized by uncertain economic outlooks. However, the Commission 
emphasizes that such developments can be monitored and encourages the Postal Service to 
strive to file modifications without delay for active NSAs impacted by such circumstances. 
 
The Commission reiterates that the non-compliant GEPS 11 product discussed in Section 
IV.C.4.a.1. was in effect for 1 year. As evidenced by the financial data reported for the 
agreement that is the subject of Docket No. CP2019-176, inaccurate projections of the 
ÃÕÓÔÏÍÅÒȭÓ ÖÏÌÕÍÅ Ãan lead to failure of an NSA to cover its attributable cost. Negotiated 
ÒÁÔÅÓ ÔÈÁÔ ÄÏ ÎÏÔ ÅÎÓÕÒÅ ÃÏÓÔ ÃÏÖÅÒÁÇÅ ×ÈÅÎ ÔÈÅ ÃÕÓÔÏÍÅÒȭÓ ÍÁÉÌ ÐÒÏÆÉÌÅ ÄÅÖÉÁÔÅÓ ÆÒÏÍ 
projections can lead to the failure of an NSA to generate revenue in excess of costs. Not 
updating the underlying costs of an agreement with the most recent changes in terminal 
ÄÕÅÓ ÒÅÍÕÎÅÒÁÔÉÏÎȟ ÅÖÅÎ ÉÆ ÔÈÅÓÅ ÃÈÁÎÇÅÓ ÁÆÆÅÃÔ ÏÎÌÙ Á ÐÏÒÔÉÏÎ ÏÆ ÁÎ ÁÃÔÉÖÅ ÁÇÒÅÅÍÅÎÔȭÓ 
effective term, can lead to failure of an NSA to maintain cost coverage above 100 percent. 
Reliance on inflation forecasts used to produce cost estimates for contract terms 
characterized by conditions such as those brought about by the COVID-19 pandemic, even 
ÉÆ ÔÈÅÓÅ ÃÉÒÃÕÍÓÔÁÎÃÅÓ ÉÍÐÁÃÔ ÏÎÌÙ Á ÐÏÒÔÉÏÎ ÏÆ ÁÎ ÁÃÔÉÖÅ ÁÇÒÅÅÍÅÎÔȭÓ ÅÆÆÅÃÔÉÖÅ ÔÅÒÍȟ can 
lead to incurred costs in excess of projected costs. As a result, the Commission emphasizes 

                                                        
174 See generally Docket No. ACR2019, Responses of the United States Postal Service to Questions 1-2 of Commission Information Request No. 
4, September 23, 2020. 
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that inadequate cost projections are more likely to lead to prices negotiated between the 
Postal Service and the customers that do not guarantee revenues in excess of costs for the 
duration of the effective terms of outbound international NSAs. 
 
4ÈÅ ÁÂÏÖÅ ÓÕÍÍÁÒÉÚÅÄ ÃÏÎÃÅÒÎÓ ÁÒÅȟ ÉÎ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÖÉÅ×ȟ ÆÕÒÔÈÅÒ ÅØÁÃÅÒÂÁÔÅÄ ÂÙ ÔÈÅ 
recent implementation of outbound international NSAs for contract periods longer than 1 
year.175 The Commission determines that as the length of NSAsȭ effective terms increase, 
the accuracy of their cost coverage projections can reasonably be expected to diminish, 
ÐÁÒÔÉÃÕÌÁÒÌÙ ÂÅÙÏÎÄ ÔÈÅ ÆÉÒÓÔ ρς ÍÏÎÔÈÓ ÏÆ .3!Óȭ ÅÆÆÅÃÔÉÖÅ ÔÅÒÍÓȢ 
 
Lastly, the Commission points out that the number of outbound international NSAs that the 
Postal Service has filed with the Commission at one time since the implementation of self-
declared rates for format E items has been large.176 During the most recent such filings of a 
large number of NSAs, the financial workpapers filed with the Commission, which 
pertained to 19 outbound international NSA dockets, included a redesigned NSA model and 
employed novel approaches.177 The most recent NSAs have also contained terms of longer 
than 1 year. These factors combine to increase the possibility that the contract projections 
will deviate from actual results, increasing the need for ongoing reporting. 
 
This section has described the circumstances that can lead to non-compliance of outbound 
international NSAs. Each of these circumstances, individually, can be problematic. In the 
past year, the Postal Service has implemented novel approaches to the NSA model, filed 
contemporaneously in 19 dockets, for NSAs entered into for contract terms longer than 1 
year. During FY 2020 the financial data revealed the cost and volume impacts of the COVID-
19 pandemic on outbound international NSAs. The FY 2020 financial data also revealed the 
cost and revenue impact of the major changes at the UPU. The Commission determines that 
it is necessary to continually monitor the financial performance of outbound international 
NSAs in order to ensure their compliance with 39 U.S.C. § 3633(a)(2) and to allow for more 

                                                        
175 See, e.g., Docket No. CP2020-183, Docket No. CP2020-192, CP2020-198, Docket No. CP2020-200, Docket No. CP2020-201, which have been 
approved to be in effect until February 28, 2023. See Docket No. CP2020-183, et al., Order Approving Modification One to International Priority 
Airmail, Commercial ePacket, Priority Mail Express International, Priority Mail International & First-Class Package International Service with 
Reseller Negotiated Service Agreements, January 21, 2021 (Order No. 5824). When entering into outbound international NSAs, the Postal 
Service files financial ǿƻǊƪǇŀǇŜǊǎ ŦƻǊ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǊŜǾƛŜǿΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜ Ŏƻǎǘ ŎƻǾŜǊŀƎŜ ǇǊƻƧŜŎǘƛƻƴǎ ŦƻǊ ǘƘŜ ŦƛǊǎǘ мн ƳƻƴǘƘǎ ƻŦ ǊŜǎǇŜŎǘƛǾŜ 
contracts. These projections are based on cost estimates pertaining to the latest fiscal year data approved by the Commission at the time of the 
tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŦƛƭƛƴƎǎΦ CƻǊ ŜȄŀƳǇƭŜΣ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǿƻǊƪǇŀǇŜǊǎ ŦƻǊ ǘƘŜ ŀōƻǾŜ ǊŜŦŜǊŜƴŎŜŘ ŘƻŎƪŜǘǎΣ ŀǇǇǊƻǾŜŘ ōȅ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ in January 2021, 
and set to expire in February 2023, were based on FY 2019 cost estimates, since cost data pertaining to the more recent fiscal year, FY 2020, 
was at the time the subject of the FY 2020 ACR docket review. The lack of information that would reveal the financial impacts of the COVID-19 
pandemic on outbound international NSAs in FY 2020 at the time of these NSA filƛƴƎǎ ƳŀŘŜ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǊŜǾƛŜǿ ƻŦ ǘƘŜ ŀŘŜǉǳŀŎȅ ƻŦ Ŏƻǎǘ 
assumptions difficult. Consequently, as the length of outbound international agreements increases, and their projected performance is not 
based on cost data for the most recent fiscal year, their financial performance is more likely to be impacted by factors unaccounted for in cost 
coverage projections for the first 12 months of respective agreements. 

176 For example, between December 3, 2020 and December 16, 2020, the Postal Service filed financial woǊƪǇŀǇŜǊǎ ŦƻǊ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǊŜǾƛŜǿ 
in 19 dockets pertaining to outbound international NSAs. See, e.g., Docket No. CP2020-198, Docket No. CP2020-200, Docket No. CP2020-201, 
Docket No. CP2020-194, Docket No. CP2020-197, Docket No. CP2020-183. 

177 See Docket No. CP2020-мфуΣ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ м ŀƴŘ bƻǘƛŎŜ ƻŦ CƛƭƛƴƎ ¦ƴŘŜǊ {ŜŀƭΣ 5ŜŎŜƳōŜǊ мсΣ нлнлΣ ǉǳŜǎǘƛƻƴǎ м-20; see 
also Docket No. CP2020-173, et al., Order Approving Modifications to Priority Mail Express International, Priority Mail International, First-Class 
Package International Service & Commercial ePacket Negotiated Service Agreements, January 19, 2021 (Order No. 5820). 
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immediate actions, such as the modification of rates or termination of non-compliant 
agreements. 
 
The Commission directs the Postal Service to monitor the financial performance of each 
outbound international contract on a quarterly basis and to file with the Commission a 
summary Excel file pertaining to the latest postal quarter. The summary file should be filed 
with the Commission within 30 days of the conclusion of each postal quarter, including postal 
Quarter 4. The summary file should include, for each active NSA and each outbound 
international service included in each such NSA, revenues, pieces, weight, and costs. 

d. Revisions to the ICRA 

The ICRA filed by the Postal Service on December 29, 2020 contained multiple errors. The 
errors were identified by the Commission and raised via CHIRs issued between January 19, 
2021, and February 10, 2021.178 The Postal Service addressed the issues and, on February 
22, 2021, filed revised ICRA data.179 The revisions to the ICRA, which are found in the non-
public Library Reference USPS-FY20-NP2, resulted in updates to three additional public 
library references and two additional non-public library references. Notice of Revisions to 
ACR Folders at 1-2. 
 
The errors that led to the revised ICRA filing revealed two main issues. See Notice of 
Revisions to ACR Folders at 2. First, the Postal Service did not incorporate the transfer of 
the PRIME agreements from the Market Dominant to the Competitive product list effective 
in Quarter 2 of FY 2020180, when it reported revenues and costs associated with Market 
Dominant and Competitive international products. Id. Second, the Postal Service reported 
the incorrect Revenue, Pieces, and Weight (RPW) data for IPA and ISAL. Id. The necessary 
corrections for these two main issues, as well as additional corrections related to more 
minor errors , included shifting of pieces, weights, and the associated revenues and costs 
among international products. Id. For Competitive international products with rates of 
general applicability, the most notable shift was an increase in the cost coverage reported 
for the Inbound Letter Post Small Packets and Bulky Letters product, which resulted in the 
ÐÒÏÄÕÃÔȭÓ ÒÅÖÅÎÕÅÓ ÅØÃÅÅÄÉÎÇ ÁÔÔÒÉÂÕÔÁÂÌÅ ÃÏÓÔÓ ÆÏÒ &9 ςπςπȢ181 For Competitive 

                                                        
178 See /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ п ŀƴŘ bƻǘƛŎŜ ƻŦ CƛƭƛƴƎ ¦ƴŘŜǊ {ŜŀƭΣ WŀƴǳŀǊȅ мфΣ нлнмΣ ǉǳŜǎǘƛƻƴ о ό/ILw bƻΦ пύΤ see also /ƘŀƛǊƳŀƴΩǎ 
LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ т ŀƴŘ bƻǘƛŎŜ ƻŦ CƛƭƛƴƎ ¦ƴŘŜǊ {ŜŀƭΣ WŀƴǳŀǊȅ нфΣ нлнмΣ ǉǳŜǎǘƛƻƴǎ сΣ тΤ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bo. 12 and Notice 
ƻŦ CƛƭƛƴƎ ¦ƴŘŜǊ {ŜŀƭΣ CŜōǊǳŀǊȅ рΣ нлнмΣ ǉǳŜǎǘƛƻƴ о ό/ILw bƻΦ мнύΤ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bo. 14 and Notice of Filing Under Seal, 
February 10, 2021, question 2. 

179 See Notice of Revisions to ACR Folders. Revised library references included: USPS-FY20-1, USPS-FY20-41, USPS-FY20-43, USPS-FY20-NP2, 
USPS-FY20-NP10, and USPS-FY20-NP11. See Responses oŦ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ tƻǎǘŀƭ {ŜǊǾƛŎŜ ǘƻ vǳŜǎǘƛƻƴǎ нΣ оΣ сΣ фΣ ŀƴŘ мл ƻŦ /ƘŀƛǊƳŀƴΩǎ 
Information Request No. 4, January 26, 2021; see also Library Reference USPS-FY20-NP34, January 26, 2021, question 3; Responses of the 
United States Postal Service to Questions 1-7, 10-мм ƻŦ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ тΣ CŜōǊǳŀǊȅ рΣ нлнмΤ Library Reference USPS-FY20-
NP37, February 5, 2021, questions 6, 7; Responses of the United States Postal Service to Questions 1-п ƻŦ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ 
12, February 22, 2021; Library Reference USPS-FY20-NP46, February 22, 2021, question 3; Responses of the United States Postal Service to 
Questions 1-о ƻŦ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ мпΣ CŜōǊǳŀǊȅ мтΣ нлнмΤ [ƛōǊŀǊȅ wŜŦŜǊŜƴŎŜ ¦{t{-FY20-NP44, question 2. 

180 See Order No. 5437. 

181 Errata to Certain Pages of the FY 2020 ACR at 7. The Postal Service noted that the Inbound Letter Post Small Packets and Bulky Letters 
product was non-compensatory using the originally filed ICRA data. FY 2020 ACR at 67. However, the product did cover costs using the more 
accurate revised ICRA. 
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international products consisting of NSAs, the number of contracts that did not cover their 
attributable costs in FY 2020 increased from 10 to 11. Errata to Certain Pages of the FY 
2020 ACR at 8. 
 
Overall, for international products, the revisions resulted in a shift of $88.9 million in 
revenues from Market Dominant to Competitive products.182 With respect to attributable 
costs, the revisions shifted $0.7 million from Competitive to Market Dominant international 
products. Id. 
 
The Commission notes that the Postal Service was unable to identify all dockets with data 
issues for IPA and ISAL when responding to CHIR No. 4, in which the issue was raised for 
the first time.183 The Commission emphasizes that 34 calendar days passed between the 
issuance of CHIR No. 4 and the filing of the revised ICRA. See Errata to Certain Pages of the 
FY 2020 ACR; see also Notice of Revisions to ACR Folders. This delay in filing of corrected 
ICRA data significantly reduced the time available to the Commission to analyze the revised 
ICRA. 
 
The Commission urges the Postal Service to provide accurate data pertaining to the latest 
fiscal year at the time of the original submission of fiscal year data in future Annual 
Compliance Review dockets. 

 Competitive Nonpostal Services 
In FY 2020, Competitive nonpostal services184 generated $147 million in revenue and 
incurred $51 million in expenses, which resulted in a net revenue of $96 million. USPS-
FY20-NP27, Preface. This figure represents a 14-percent decrease compared to FY 2019, 
but an overall cost coverage of 286 percent. 
 
The Commission concludes that Competitive Nonpostal Services satisfied 39 U.S.C. 
§ 3633(a)(2) because revenues exceeded attributable cost for each product. 

                                                        
182 Id.; see Revised Library Reference USPS-FY20-btнΣ 9ȄŎŜƭ ŦƛƭŜ άwŜǇƻǊǘǎ ό¦ƴƛŦƛŜŘύΦȄƭǎƳΣέ ǘŀō ά! tŀƎŜǎ {ǳƳƳŀǊȅΤέ see also Library Reference 
USPS-FY20-btнΣ 9ȄŎŜƭ ŦƛƭŜ άwŜǇƻǊǘǎ ό¦ƴƛŦƛŜŘύΦȄƭǎƳΣέ ǘŀō ά! tŀƎŜǎ {ǳƳƳŀǊȅΦέ 

183 CHIR No. 4, question 3, issued on January 19, 2021, identified eight dockets with potential IPA and ISAL data issues. In its response to CHIR 
No. 4, question 3, filed on January 26, 2021, the Postal Service was unable to identify additional dockets with similar problems. The Commission 
subsequently identified additional dockets with IPA and ISAL issues, which were included in CHIR No. 12, question 3. CHIR No. 12 was issued on 
February 5, 2021. 

184 The seven Competitive products are: (1) Licensing of Intellectual Property other than Officially Licensed Retail Products; (2) Mail Service 
Promotion; (3) Officially Licensed Retail Products (OLRP); (4) Passport Photo Service; (5) Photocopying Service; (6) Rental, Leasing, Licensing or 
other Non-Sale Disposition of Tangible Property; and (7) Training Facilities and Related Services. Docket No. MC2010-24, Order Approving Mail 
Classification Schedule Descriptions and Prices for Nonpostal Service Products, December 11, 2012, at 4 (Order No. 1575). 
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 Appropriate Contribution Provision: 
39 U.S.C. § 3633(a)(3) 

39 U.S.C. § σφσσɉÁɊɉσɊ ÒÅÑÕÉÒÅÓ ÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÔÏ ȰÅÎÓÕÒÅ ÔÈÁÔ ÁÌÌ ÃÏÍÐÅÔÉÔÉÖÅ ÐÒÏÄÕÃÔÓ 
collectively cover what the Commission determines to be an appropriate share of the 
ÉÎÓÔÉÔÕÔÉÏÎÁÌ ÃÏÓÔÓ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȢȱ σω 5Ȣ3Ȣ#Ȣ ɘ 3633(b) requires the Commission to 
review the appropriate share requirement every 5 years to determine whether the 
requirement ȰÓÈÏÕÌÄ ÂÅ ÒÅÔÁÉÎÅÄ ÉÎ ÉÔÓ ÃÕÒÒÅÎÔ ÆÏÒÍȟ ÍÏÄÉÆÉÅÄȟ ÏÒ ÅÌÉÍÉÎÁÔÅÄȢȱ )Î 
implementing section 3633 after the PAEA was enacted, the Commission set the initial 
appropriate share requirement at 5.5 percent of total institutional costs.185 In FY 2012, the 
Commission conducted its first review of the appropriate share and found it appropriate to 
maintain the requirement at 5.5 percent.186 
 
Following its second review of the appropriate share, which was initiated in FY 2017, the 
Commission implemented a new, formula-based methodology for determining what the 
appropriate share should be.187 Under this approach, the appropriate share was to be 
updated annually as part of the ACD. Order No. 4963 at 27. FY 2019 was the first year to 
which the new methodology was applicable, and the formula-derived appropriate share for 
FY 2019 was 8.8 percent. FY 2018 ACD at 112, 116. The Commission determined in the 
FY 2018 ACD that the appropriate share for FY 2020 would remain at 8.8 percent. Id. at 
116-17. The Commission determined in the FY 2019 ACD that the appropriate share for 
FY 2021 would be 9.1 percent. FY 2019 ACD at 87-89. 
 
Order No. 4963 was appealed to the United States Court of Appeals for the District of 
Columbia Circuit, which, on April 14, 2020, remanded it to the Commission for clarification 
ÏÆ Á ÐÁÒÔÉÃÕÌÁÒ ÁÓÐÅÃÔ ÏÆ ÔÈÅ #ÏÍÍÉÓÓÉÏÎȭÓ ÉÎÔÅÒÐÒÅÔÁÔÉÏÎ ÏÆ σω 5Ȣ3Ȣ#Ȣ ɘ 3633.188 The 
#ÏÍÍÉÓÓÉÏÎ ÉÓ ÃÕÒÒÅÎÔÌÙ ×ÏÒËÉÎÇ ÔÏ ÁÄÄÒÅÓÓ ÔÈÅ #ÏÕÒÔ ÏÆ !ÐÐÅÁÌÓȭ ÒÅÍÁÎÄȟ ÁÎÄ ÉÎ ÔÈÅ 
meantime will not use the formula-derived appropriate share amount for purposes of 
determining compliance with 39 U.S.C. § 3633(a)(3). However, because the formula is 
recursive, the Commission will continue to perform the relevant calculations to determine 
what the formula-based appropriate share for FY 2022 would be, in order to avoid any 
ÄÉÓÒÕÐÔÉÏÎ ÉÎ ÔÈÅ ÆÏÒÍÕÌÁȭÓ ÏÐÅÒÁÔÉÏÎ ×ÈÉÌÅ ÔÈÅ ÒÅÍÁÎÄ ÉÓ ÂÅÉÎÇ ÁÄÄÒÅÓÓÅÄȢ 

                                                        
185 See Docket No. RM2007-1, Order Establishing Ratemaking Regulations for Market Dominant and Competitive Products, October 29, 2007, 
at 90-92 (Order No. 43). 

186 See Docket No. RM2012-оΣ hǊŘŜǊ wŜǾƛŜǿƛƴƎ /ƻƳǇŜǘƛǘƛǾŜ tǊƻŘǳŎǘǎΩ !ǇǇǊƻǇǊƛŀǘŜ {ƘŀǊŜ /ƻƴǘǊƛōǳǘƛƻƴ ǘƻ Lƴǎǘƛǘǳǘƛƻƴal Costs, August 23, 2012, 
at 24-25 (Order No. 1449). 

187 See Docket No. RM2017-1, Order Adopting Final Rules Relating to the Institutional Cost Contribution Requirement for Competitive Products, 
January 3, 2019 (Order No. 4963). 

188 See United Parcel Serv., IƴŎΦ ǾΦ tƻǎǘŀƭ wŜƎǳƭΦ /ƻƳƳΩƴ, 955 F.3d 1038 (D.C. Cir. 2020). 
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 Comments on Appropriate Contribution 
Provision 

The Postal Service asserts that the total Competitive product contribution for FY 2020 was 
$11.095 billion, or 30.8 percent of total institutional costs, an amount that complied with 
the requirements of 39 U.S.C. § 3633(a)(3). FY 2020 ACR at 70-71. 
 
4ÈÅ 0ÕÂÌÉÃ 2ÅÐÒÅÓÅÎÔÁÔÉÖÅ ÁÎÄ 0ÉÔÎÅÙ "Ï×ÅÓ ÃÏÎÃÕÒ ÔÈÁÔ #ÏÍÐÅÔÉÔÉÖÅ ÐÒÏÄÕÃÔÓȭ 
contribution to institutional costs in FY 2020 was compliant with 39 U.S.C. § 3633(a)(3). PR 
Comments at 135-36; Pitney Bowes Comments at 4-5. 
 
503 ÁÒÇÕÅÓ ÔÈÁÔ ÔÈÅ ÁÐÐÒÏÐÒÉÁÔÅ ÓÈÁÒÅ ÒÅÑÕÉÒÅÍÅÎÔ ȰÒÅÍÁÉÎÓ ÕÎÔÅÔÈÅÒÅÄ ÔÏ ÔÈÅ ÇÒÏ×ÉÎÇ 
ÐÒÏÍÉÎÅÎÃÅ ÏÆ ÔÈÅ ÃÏÍÐÅÔÉÔÉÖÅ ÐÒÏÄÕÃÔÓ ÂÕÓÉÎÅÓÓɍȟɎȱ ÁÎÄ ÉÓ ȰÔÏÏ ÌÏ× ÔÏ ÂÅ economically 
ÍÅÁÎÉÎÇÆÕÌȢȱ189 )Ô ÆÕÒÔÈÅÒ ÁÓÓÅÒÔÓ ÔÈÁÔ ȰÔÈÅ #ÏÍÍÉÓÓÉÏÎ ÓÈÏÕÌÄ ÁÃÔ ÐÒÏÍÐÔÌÙ ÔÏ ÉÓÓÕÅ Á ÎÅ× 
ÏÒÄÅÒ ÓÅÔÔÉÎÇ ÔÈÅ ÁÐÐÒÏÐÒÉÁÔÅ ÓÈÁÒÅ ÉÎ ÁÃÃÏÒÄÁÎÃÅ ×ÉÔÈ ÔÈÅ $Ȣ#Ȣ #ÉÒÃÕÉÔȭÓ ÏÐÉÎÉÏÎ . . . Ȣȱ 503 
Comments at 7. 

 Commission Analysis 

a. FY 2020 Appropriate Share 

In FY 2020, the total institutional costs of the Postal Service were $35.986 billion.190 In 
FY 2020, the total contribution made by Competitive products collectively to institutional 
costs was $11.185 billion191 (approximately 31.1 percent of total institutional costs), which 
would have met either the 5.5 percent requirement or the formula-derived 8.8 percent 
requirement. Therefore, the Postal Service was compliant with 39 U.S.C. § 3633(a)(3). 
 
503ȭÓ ÃÏÍÍÅÎÔÓ ÐÅÒÔÁÉÎÉÎÇ ÔÏ ÔÈÅ ÁÍÏÕÎÔ ÏÆ ÔÈÅ ÁÐÐÒÏÐÒÉÁÔÅ ÓÈÁÒÅ requirement are 
outside the scope of the ACD, which determines compliance with statutory requirements 
using established methodologies. Comments pertaining to the methodology for 
determining the appropriate share amount are appropriately addressed in separate 
dockets pertaining to that issue.192 
 
The Commission finds that in FY 2020 Competitive products satisfied 39 U.S.C. § 3633(a)(3) by 
ÃÏÖÅÒÉÎÇ ÁÎ ÁÐÐÒÏÐÒÉÁÔÅ ÓÈÁÒÅ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÉÎÓÔÉÔÕÔÉÏÎÁÌ ÃÏÓÔÓȢ 

                                                        
189 Lƴƛǘƛŀƭ /ƻƳƳŜƴǘǎ ƻŦ ¦ƴƛǘŜŘ tŀǊŎŜƭ {ŜǊǾƛŎŜΣ LƴŎΦ ƻƴ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ !ƴƴǳŀƭ /ƻƳǇƭƛŀƴŎŜ wŜǇƻǊǘ ŦƻǊ CƛǎŎŀƭ ¸Ŝŀr 2020, February 
1, 2021, at 6 (UPS Comments). 

190 Library Reference PRC-LR-ACR2020-мΣ 9ȄŎŜƭ ŦƛƭŜ άC¸нл {ǳƳƳŀǊȅψ[w-мΦȄƭǎȄΣέ ǘŀō ά¢ƻǘŀƭ !ƭƭ aŀƛƭ !ǇǇŜƴŘƛȄ !ΣέŎŜƭƭ 5тфΦ 

191 Id. ǘŀō ά¢ƻǘŀƭ !ƭƭ aŀƛƭ !ǇǇŜƴŘƛȄ !Σέ ŎŜƭƭ 9ноΦ 

192 See, e.g., Docket No. RM2017-1, in which the Commission in Order No. 4963 adopted final rules with respect to the appropriate share 
amount that were subsequently remanded. The Commission is currently working to address the issues raised by the Court of Appeals, and 
interested parties will have an opportunity to comment further in that docket. 
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b. FY 2021 Appropriate Share 

The formula-based approach to determining the appropriate share is recursive. Each year 
when conducting its annual compliance review, the Commission determines the 
appropriate share for the upcoming fiscal year. Order No. 4963 at 26-27. In conducting its 
annual compliance review for FY 2019, which was carried out during FY 2020, the 
Commission applied the formula and determined that the appropriate share for FY 2021 
would be 9.1 percent. FY 2019 ACD at 87-89. 

c. FY 2022 Appropriate Share 

In this section, the Commission applies the formula to determine what the appropriate 
share would be for FY 2022 under the formula-based approach. The first component of the 
formula is the Competitive Contribution Margin, which is calculated as follows: 
 

ὅέάὴὩὸὭὸὭὺὩ ὅέὲὸὶὭὦόὸὭέὲ ὓὥὶὫὭὲ 
Ὕέὸὥὰ ὙὩὺὩὲόὩὝέὸὥὰ ὃὸὸὶὭὦόὸὥὦὰὩ ὅέίὸ

Ὕέὸὥὰ ὙὩὺὩὲόὩ
 

 
/ÒÄÅÒ .ÏȢ τωφσ ÁÔ ςσȢ Ȱ4ÏÔÁÌ ÁÔÔÒÉÂÕÔÁÂÌÅ ÃÏÓÔȱ ÒÅÆÅÒÓ ÔÏ ÔÈÅ ÃÏÓÔ ÉÎÃÕÒÒÅÄ ÂÙ ÔÈÅ 0ÏÓÔÁÌ 
Service in producing Competitive products collectively. Id. at 23-ςτȢ Ȱ4ÏÔÁÌ ÒÅÖÅÎÕÅȱ ÒÅÆÅÒÓ 
to the total amount of revenue that the Postal Service is able to realize from its Competitive 
products collectively. Id. at 24. 
 
The second component of the formula is the Competitive Growth Differential, which is 
calculated as follows: 
 

ὅέάὴὩὸὭὸὭὺὩ ὋὶέύὸὬ ὈὭὪὪὩὶὩὲὸὭὥὰ
 ὓὥὶὯὩὸ ὛὬὥὶὩ ᶻϷЎὙὩὺὩὲόὩϷЎὙὩὺὩὲόὩǪ  

 
/ÒÄÅÒ .ÏȢ τωφσ ÁÔ ςυȢ ȰὓὥὶὯὩὸ ὛὬὥὶὩ ȱ ÒÅÆÅÒÓ ÔÏ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÓÈÁÒÅ ÏÆ ÔÈÅ ÏÖÅrall 
ÐÁÒÃÅÌ ÄÅÌÉÖÅÒÙ ÍÁÒËÅÔȟ ÅØÐÒÅÓÓÅÄ ÁÓ Á ÐÅÒÃÅÎÔÁÇÅȢ )Ô ȰÉÓ ÄÅÔÅÒÍÉÎÅÄ ÂÙ ÄÉÖÉÄÉÎÇ ÔÈÅ 0ÏÓÔÁÌ 
3ÅÒÖÉÃÅȭÓ ÔÏÔÁÌ ÃÏÍÐÅÔÉÔÉÖÅ ÐÒÏÄÕÃÔ ÒÅÖÅÎÕÅ ÂÙ ÔÈÅ ÓÕÍ ÏÆ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÔÏÔÁÌ 
ÃÏÍÐÅÔÉÔÉÖÅ ÐÒÏÄÕÃÔ ÒÅÖÅÎÕÅȱ ÁÎÄ ÔÈÅ ÔÏÔÁÌ ÒÅÖÅÎÕÅ ÅÁÒÎÅÄ ÂÙ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 
competitors collectively,193 as represented in the following equation: 
 

ὓὥὶὯὩὸ ὛὬὥὶὩ  
ὙὩὺὩὲόὩ

ὙὩὺὩὲόὩ ὙὩὺὩὲόὩǪ
 

 
  

                                                        
193 Revenue data for the Postal Service are obtained from the Product Finances Analysis, which the Commission produces each year as part of 
ǘƘŜ !/5Φ wŜǾŜƴǳŜ Řŀǘŀ ŦƻǊ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŎƻƳǇŜǘƛǘƻǊǎ ŀǊŜ ƻōǘŀƛƴŜŘ ŦǊƻƳ ǘƘŜ ¦ƴƛǘŜŘ {ǘŀǘŜǎ /Ŝƴǎǳǎ .ǳǊŜŀǳΦ hǊŘŜǊ bƻΦ пфсо at 25. 
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Id. ÁÔ ςυ ÎȢυτȢ ȰϷЎὙὩὺὩὲόὩȱ ÒÅÆÅÒÓ ÔÏ ÔÈÅ ÐÅÒÃÅÎÔÁÇÅ ÃÈÁÎÇÅ ÉÎ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 
total real Competitive product revenue compared to the previous year. Id. at 25. 
ȰϷЎὙὩὺὩὲόὩǪ ȱ ÒÅÆÅÒÓ ÔÏ ÔÈÅ ÐÅÒÃÅÎÔÁÇÅ ÃÈÁÎÇÅ ÉÎ ÔÈÅ ÔÏÔÁÌ ÒÅÁÌ ÒÅÖÅÎÕÅ ÅÁÒÎÅÄ ÂÙ ÔÈÅ 
0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÏÍÐÅÔÉÔÏÒÓ ÃÏÌÌÅÃÔÉÖÅÌÙ ÃÏÍÐÁÒÅÄ ÔÏ ÔÈÅ ÐÒÅÖÉÏÕÓ ÙÅÁÒȢ Id. 
 
With the forgoing component values, the appropriate share for a given fiscal year can be 
calculated using the formula adopted by the Commission in Order No. 4963. Specifically, 
the formula is: 
 

ὃὛ  ὃὛz ρ ϷЎὅὅὓ  ὅὋὈ  
ὍὪ ὸ π Ὂὣ ςππχȟὃὛ υȢυϷ 

 
Where, 
AS = Appropriate Share 
CCM = Competitive Contribution Margin 
CGD = Competitive Growth Differential 
t = Fiscal Year 
 
Id. ÁÔ ςφȢ ȰὃὛȱ ÒÅÆÅÒÓ ÔÏ ÔÈÅ ÁÐÐÒÏÐÒÉÁÔÅ ÓÈÁÒÅ ÖÁÌÕÅ ÆÏÒ ÔÈÅ ÆÉÓÃÁÌ ÙÅÁÒ ÄÕÒÉÎÇ ×ÈÉÃÈ ÁÎ !#$ 
proceeding is being conducted. Since the ACD is conducted after the close of each fiscal 
year, this will always be the fiscal year immediately following the fiscal year under review. 
For example, this ACD evaluates compliance for FY 2020, but is being conducted in 
FY 2021, and, as it relates to the formula, is being used to determine what the appropriate 
share will be in FY ςπςςȢ ȰὃὛ ȱ ÒÅÆÅÒÓ ÔÏ ÔÈÅ ÁÐÐÒÏÐÒÉÁÔÅ ÓÈÁÒÅ ÖÁÌÕÅ ÆÒÏÍ ÔÈÅ ÆÉÓÃÁÌ ÙÅÁÒ 
being evaluated during an ACD proceeding (for purposes of the present analysis, this is 
FY ςπςπɊȢ ȰὃὛ ȱ ÒÅÆÅÒÓ ÔÏ ÔÈÅ ÁÐÐÒÏÐÒÉÁÔÅ ÓÈÁÒÅ ÖÁÌÕÅ ÆÏÒ ÔÈÅ ÆÉÓÃÁÌ ÙÅÁÒ ÁÆÔÅÒ ÔÈÅ ÆÉÓÃÁl 
year during which an ACD proceeding is being conducted (for purposes of the present 
analysis, this is FY 2022). 
 
For the Competitive Contribution Margin, in FY 2020, the total Competitive product 
revenue was $30.610 billion. The FY 2020 total attributable cost incurred in producing 
Competitive products was $19.426 billion. Therefore, the Competitive Contribution Margin 
value was: 
 

 
Α Ȣ  Α Ȣ  

Α Ȣ  
   0.365, 

 
representing a 7.2-percent increase from FY 2019.194 
 
For the Competitive Growth Differential, the Commission calculates the growth rates for 
both the Postal Service and its competitors in FY 2020. In FY ςπρωȟ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÔÏÔÁÌ 
real Competitive product revenue was $19.633 billion, while in FY 2020 it was $24.523 
billion. The percentage change from FY 2019 to FY 2020 was 24.9 percent. In FY 2019, the 

                                                        
194 The following calculations can also be found in a library reference accompanying this Report. See Library Reference PRC-LR-ACR2020-10. 
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total real revenue earned by ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÃÏÍÐÅÔÉÔÏÒÓ ÃÏÌÌÅÃÔÉÖÅÌÙ ×ÁÓ Α81.071 
billion, while in FY 2020 it was $88.756 billion. The percentage change from FY 2019 to 
FY 2020 was 9.5 ÐÅÒÃÅÎÔȢ 4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ ÍÁÒËÅÔ ÓÈÁÒÅ ×ÁÓ 19.5 percent. The 
Competitive Growth Differential value for FY 2020 was thus: 
 
 19.5ϷᶻςτȢωϷ ωȢυϷ σȢπϷ. 

 
See Library Reference PRC-LR-ACR2020-10. 
 
When the component values are plugged into the formula, the result is: 
 
ωȢρϷz ρ χȢςϷ σȢπϷ ρπȢπϷ. 
 
Therefore, the appropriate share requirement for FY 2022 would be 10.0 percent under the 
formula-based approach. 
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CHAPTER V. SERVICE PERFORMANCE 
 Service Performance Results 

 Introduction 
Before the PAEA, the Postal Service had internal delivery service standards for major types 
of mail, but lacked statutory guidance on how to establish delivery standards and did not 
measure and report its delivery performance for most types of mail.195 The PAEA required 
the Postal Service to establish an initial set of service standards for Market Dominant 
products to take effeÃÔ ×ÉÔÈÉÎ ρ ÙÅÁÒ ÏÆ ÔÈÅ 0!%!ȭÓ ÅÎÁÃÔÍÅÎÔȢ σω 5Ȣ3Ȣ#Ȣ ɘ 3691(a). These 
ÓÅÒÖÉÃÅ ÓÔÁÎÄÁÒÄÓ ÍÕÓÔ ÂÅ ÅÓÔÁÂÌÉÓÈÅÄ ȰÂÙ ÒÅÇÕÌÁÔÉÏÎȱ ÁÎÄ ȰÉÎ ÃÏÎÓÕÌÔÁÔÉÏÎ ×ÉÔÈ ÔÈÅ 0ÏÓÔÁÌ 
2ÅÇÕÌÁÔÏÒÙ #ÏÍÍÉÓÓÉÏÎȢȱ Id. 4ÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÍÁÙ ȰÆÒÏÍ ÔÉÍÅ ÔÏ ÔÉÍÅ ÔÈÅÒÅÁÆÔÅÒ ÂÙ 
regulation rÅÖÉÓÅȱ ÔÈÅÓÅ ÓÔÁÎÄÁÒÄÓȢ196 The PAEA also requires the Postal Service to develop 
Á ȰÐÌÁÎ ÆÏÒ ÍÅÅÔÉÎÇ ÔÈÏÓÅ ɍÓÅÒÖÉÃÅɎ ÓÔÁÎÄÁÒÄÓȟȱ ×ÉÔÈÉÎ ×ÈÉÃÈ ÉÔ ÍÕÓÔ ȰÅÓÔÁÂÌÉÓÈ ÐÅÒÆÏÒÍÁÎÃÅ 
ÇÏÁÌÓȱ ÆÏÒ ÉÔÓ ÄÅÌÉÖÅÒÙ ÐÅÒÆÏÒÍÁÎÃÅȢ 0!%! ɘ 302(a), (b)(1), 120 Stat. at 3219. 
 
The Postal Service promulgated its initial service standards in 2007.197 As designed by the 
Postal Service, the standards specify the amount of time within which a customer may 
ordinarily expect that a particular mailpiece will be delivered, in accordance with a detailed 
ÓÅÔ ÏÆ ȰÂÕÓÉÎÅÓÓ ÒÕÌÅÓȢȱ198 The Postal Service has since revised these standards, most 
ÓÉÇÎÉÆÉÃÁÎÔÌÙ ÔÈÒÏÕÇÈ ÉÔÓ Ȱ-ÁÉÌ 0ÒÏÃÅÓÓÉÎÇ .ÅÔ×ÏÒË 2ÁÔÉÏÎÁÌÉÚÁÔÉÏÎȱ ÉÎÉÔÉÁÔÉÖÅ ÂÅÇÉÎÎÉÎÇ ÉÎ 
FY 2012199 ÁÎÄ ÉÔÓ Ȱ3ÔÁÎÄÁÒÄ -ÁÉÌ ,ÏÁÄ ,ÅÖÅÌÉÎÇȱ ÉÎÉÔÉÁÔÉÖÅ ÂÅÇÉÎÎÉÎÇ ÉÎ FY 2014.200 The 
Postal Service proceeded to implement both initiatives, notwithstanding the conclusions 
and recommendations by the Commission that the Postal Service should perform 

                                                        
195 United States Government Accountability Office, Report No. GAO-06-733, U.S. Postal Service: Delivery Performance Standards, 
Measurement, and Reporting Need Improvement, published July 2006, at 2-4, available at https://www.gao.gov/assets/260/250894.pdf (GAO-
06-733). 

196 Id. !ƴȅ άŎƘŀƴƎŜ ƛƴ ǘƘŜ ƴŀǘǳǊŜ ƻŦ Ǉƻǎǘŀƭ ǎŜǊǾƛŎŜǎ ǿƘƛŎƘ ǿƛƭƭ ƎŜƴŜǊŀƭƭȅ ŀŦŦŜŎǘ ǎŜǊǾƛŎŜ ƻƴ ŀ ƴŀǘƛƻƴǿƛŘŜ ƻǊ ǎǳōǎǘŀƴǘƛŀƭƭȅ ƴŀǘƛƻƴǿƛŘŜ ōŀǎƛǎέ ǊŜǉǳƛǊŜǎ 
an advisory opinion by the Commission. Id. § 3661(b). 

197 See Modern Service Standards for Market-Dominant Products, 72 Fed. Reg. 72,216 (Dec. 19, 2007) (to be codified at 39 C.F.R. pts. 121 and 
122). 

198 Id. at 72,220. The Pƻǎǘŀƭ {ŜǊǾƛŎŜ ŘŜŦƛƴŜǎ ǎŜǊǾƛŎŜ ǎǘŀƴŘŀǊŘǎ ŀǎ άώǎϐǘŀǘŜŘ ŘŜƭƛǾŜǊȅ ǇŜǊŦƻǊƳŀƴŎŜ Ǝƻŀƭǎ ŦƻǊ ŜŀŎƘ Ƴŀƛƭ Ŏƭŀǎǎ ŀƴŘ ǇǊƻŘǳŎǘ ǘƘŀǘ ŀǊŜ 
usually measured by days for the period of time taken by [the Postal Service] to handle the mail from end-to-end (that is, from the point of 
ŜƴǘǊȅ ƛƴǘƻ ǘƘŜ ƳŀƛƭǎǘǊŜŀƳ ǘƻ ŘŜƭƛǾŜǊȅ ǘƻ ǘƘŜ Ŧƛƴŀƭ ŘŜǎǘƛƴŀǘƛƻƴύΦέ ¦ƴƛǘŜŘ {ǘŀǘŜǎ tƻǎǘŀƭ {ŜǊǾƛŎŜ Publication 32, Glossary of Postal Terms, July 2013, 
available at http://about.usps.com/publications/pub32/pub32_terms.htm (Postal Service Glossary of Postal TermsύΦ ά9ǎǘŀōƭƛǎƘŜŘ ǎŜǊǾƛŎŜ 
standards also include destination entry standards for mail entered by the mailer at or near a postal destination facility. A separate set of 
standards is established for noncontiguous states such as Alaska and Hawaii and teǊǊƛǘƻǊƛŜǎ ǎǳŎƘ ŀǎ !ƳŜǊƛŎŀƴ {ŀƳƻŀ ŀƴŘ DǳŀƳΦέ Id. 

199 See Revised Service Standards for Market-Dominant Mail Products, 77 Fed. Reg. 31,190 (May 25, 2012) (codified at 39 C.F.R. pt. 121). 

200 See Service Standards for Destination Sectional Center Facility Rate Standard Mail, 79 Fed. Reg. 12,390, 12,393 (Mar. 5, 2014) (codified at 39 
C.F.R. pt. 121). 
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additional analysis of the potential effects before proceeding.201 As required by section 302 
of the PAEA, the Postal Service also prepared a plan for meeting its service standards: 
development of a set of percentage on-time performance targets.202 The Postal Service has 
since updated these on-time targets annually and gradually increased them over time for 
most products. See, e.g., FY 2018 ACD at 164, 178, 185, 187, 191. 
 
Each year, the Postal Service must report203 ÏÎ ÅÁÃÈ -ÁÒËÅÔ $ÏÍÉÎÁÎÔ ÐÒÏÄÕÃÔȭÓ ȰÌÅÖÅÌ ÏÆ 
ÓÅÒÖÉÃÅ ɉÄÅÓÃÒÉÂÅÄ ÉÎ ÔÅÒÍÓ ÏÆ ÓÐÅÅÄ ÏÆ ÄÅÌÉÖÅÒÙ ÁÎÄ ÒÅÌÉÁÂÉÌÉÔÙɊȢȱ σω 5Ȣ3Ȣ#Ȣ 
§ 3652(a)(2)(B)(i). Speed of delivery is evaluated based on the mailpiece reaching its 
destination within a given service standard. FY 2016 ACD at 90. Reliability refers to 
consistency of delivery. Id. 
 
To evaluate annual service performance for each Market Dominant product, the 
Commission compares the percentage of mailpieces that achieve the stated service 
standard against targets established by the Postal Service.204 
 
Below, Figure V-1 categorizes Market Dominant products according to whether or not they 
achieved their annual service performance targets for FY 2020. 
  

                                                        
201 See Docket No. N2012-1, Advisory Opinion on Mail Processing Network Rationalization Service Changes, September 28, 2012, at 45-46 
(Docket No. N2012-1, Advisory Opiniƻƴύ όŎƻƴŎƭǳŘƛƴƎ ǘƘŀǘ άƛǘ ƛǎ ǇƻǎǎƛōƭŜ ŦƻǊ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜ ǘƻ ǳƴŘŜǊǘŀƪŜ ǎƛƎƴƛŦƛŎŀƴǘ ƴŜǘǿƻǊƪ ǊŀǘƛƻƴŀƭƛȊŀǘƛƻƴ 
ŀƴŘ ǊŜŀƭƛȊŜ ǎǳōǎǘŀƴǘƛŀƭ Ŏƻǎǘ ǎŀǾƛƴƎǎ ǿƘƛƭŜ ǇǊŜǎŜǊǾƛƴƎ Ƴƻǎǘ ŎǳǊǊŜƴǘ ǎŜǊǾƛŎŜ ƭŜǾŜƭǎέ ŀƴŘ ŜƴŎƻǳǊŀƎƛƴƎ άǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜ ǘƻ Ŏƻƴsider the advice in 
this opinion and study the effects of the service standard changes implemented on July 1, 2012, before going forward with Phase 2, and its 
ŦǳǊǘƘŜǊ ǊŜŘǳŎǘƛƻƴǎ ƛƴ ǎŜǊǾƛŎŜέύΤ 5ƻŎƪŜǘ bƻΦ bнлмп-1, Advisory Opinion on Service Changes Associated With Standard Mail Load Leveling, March 
нсΣ нлмпΣ ŀǘ м όǊŜŎƻƳƳŜƴŘƛƴƎ ǘƘŀǘ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜ άǳƴŘŜǊǘŀƪŜ ŀ ƳƻǊŜ ǊƛƎƻǊƻǳǎ Ŏƻǎǘ-benefit analysis, additional field testing and service 
performance analysis, and volume impact studies before committing to a nationwide rollout of thŜ [ƻŀŘ [ŜǾŜƭƛƴƎ tƭŀƴώϐέύΦ 

202 See United States Postal Service, Postal Accountability and Enhancement Act § 302 Network PlanΣ WǳƴŜ нллуΣ ŀǘ тΤ ¢ƘŜ ¢ƘǊŜŜ wΩǎ ƻŦ ǘƘŜ tƻǎǘŀƭ 
Network Plan: Realignment, Right-Sizing, and Responsiveness, Hearing Before the Subcomm. on Federal Workforce, Postal Service, and Dist. of 
/ƻƭǳƳōƛŀ ƻŦ ǘƘŜ IΦ /ƻƳƳΦ ƻƴ hǾŜǊǎƛƎƘǘ ŀƴŘ DƻǾΩǘ wŜŦƻǊƳΣ ммлǘƘ /ƻƴƎΦΣ ŀǘ пт όWǳƭȅ нпΣ нллуύ όǎǘŀǘŜƳŜƴǘ ƻŦ tŀǘǊƛŎƪ wΦ 5ƻƴŀƘƻŜΣ Deputy 
Postmaster General/Chief Operating Officer, United States Postal Service) (stating that the Postal Service would fulfill its section 302 mandate 
ōȅΣ ŀƳƻƴƎ ƻǘƘŜǊ ǘƘƛƴƎǎΣ ŜǎǘŀōƭƛǎƘƛƴƎ άΨǇŜǊŎŜƴǘŀƎŜ ƻƴ-ǘƛƳŜΩ ǘŀǊƎŜǘǎ ώǘƘŀǘϐ ǿƛƭƭ ōŜ ǎƘŀǊŜŘ ǿƛǘƘ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ ŀƴŘ ǿƛƭƭ ǎŜǊǾŜ ŀǎ ǘƘŜ ōŀǎƛǎ ŦƻǊ ƛǘǎ 
ŀƴƴǳŀƭ ǊŜǾƛŜǿ ƻŦ ώǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎϐ ǎŜǊǾƛŎŜ ǎǘŀƴŘŀǊŘǎ ŎƻƳǇƭƛŀƴŎŜώϐέύΦ 

203 άCƻǊ ŜŀŎƘ ǇǊƻŘǳŎǘ ǘƘŀǘ ŘƻŜǎ ƴƻǘ ƳŜŜǘ ŀ ǎŜǊǾƛŎŜ ǎǘŀƴŘŀǊŘΣ ώǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ǊŜǇƻǊǘ Ƴǳǎǘ ƛƴŎƭǳŘŜϐ ŀƴ ŜȄǇƭŀƴŀǘƛƻƴ ƻŦ ǿƘȅ ǘƘŜ service 
standard is not met, and a plan describing the steps that have or will be taken to ensure that the product meets or exceeds the service standard 
ƛƴ ǘƘŜ ŦǳǘǳǊŜΦέ оф /ΦCΦwΦ Ϡ олррΦнόƘύΤ see 39 U.S.C. § 3652(d), (e). 

204 C¸ нлмс !/5 ŀǘ флΦ hƴ ŀƴ ŀƴƴǳŀƭ ōŀǎƛǎΣ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ ŎƻƳǇŀǊŜǎ ŀ ǇǊƻŘǳŎǘΩǎ ƻƴ-time delivery with the delivery target established by the 
Postal Service. For Special Services, the Commission evaluates performance data from metrics developed by the Postal Service applicable to 
each product. Id. ŀǘ фл ƴΦмпуΦ Lƴ ǘƘƛǎ !/5Σ ŀǎ ƛƴ Ǉŀǎǘ ȅŜŀǊǎΣ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ ǳǎŜǎ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ǘargets because they are a reasonable basis 
for assessing performance. 
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Figure V-1 
FY 2020 Market Dominant Products Service Performance Results 

 
Source: Library Reference USPS-FY20-нфΣ 5ŜŎŜƳōŜǊ нфΣ нлнлΣ t5C ŦƛƭŜ άC¸нл-нф {ŜǊǾƛŎŜ tŜǊŦƻǊƳŀƴŎŜ wŜǇƻǊǘΦǇŘŦΣέ 
at 4, 14, 17, 20, 25 (FY 2020 Service Performance Report). 

 
Section A. of this chapter begins with an overview of the events in FY 2020 that affected 
service performance of all Market Dominant products. Next, the Commission describes the 
systems the Postal Service uses to measure service performance for Market Dominant 
products. Finally, the Commission ÄÉÓÃÕÓÓÅÓ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ &9 ςπςπ ÓÅÒÖÉÃÅ 
performance results by class of mail. 
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 FY 2020 Events Affecting Service Performance 
for All Market Dominant Products 

a. Overview 

In FY 2020 (October 1, 2019 through September 30, 2020), the most significant event 
affecting the Postal Service, and the public at large, was the COVID-19 pandemic. The 
pandemic remains a public health and economic emergency. Because Postal Service 
ÅÍÐÌÏÙÅÅÓ ÐÅÒÆÏÒÍ ÁÎ ÅÓÓÅÎÔÉÁÌ ÆÕÎÃÔÉÏÎ ÁÓ ÐÁÒÔ ÏÆ ÔÈÅ ÎÁÔÉÏÎȭÓ ÃÒÉÔÉÃÁÌ ÉÎÆÒÁÓÔÒÕÃÔÕÒÅȟ ÔÈÅÙ 
ÃÏÎÔÉÎÕÅ ÔÏ ÐÒÏÃÅÓÓ ÁÎÄ ÄÅÌÉÖÅÒ ÔÈÅ ÎÁÔÉÏÎȭÓ ÍÁÉÌȢ 4ÈÅ #ÏÍÍÉÓÓÉÏÎ ÅØÐÒÅÓÓÅÓ ÉÔÓ 
appreciation for the continuous efforts of the frontline Postal Service workers, who are 
performing essential work that allows millions of Americans to minimize their exposure to 
COVID-19 by remaining at home. 
 
The pandemic had a tremendous impact on the Postal Service, which became widespread 
and significant in Quarters 3 and 4 of FY 2020 (April 1, 2020 through September 30, 2020). 
The Postal Service reports that COVID-19 primarily impacted service performance by 
reducing employee availability, disrupting its contract transportation arrangements, and 
changing the mail mix. In addition to responding to the pandemic in Quarter 4 of FY 2020, 
the Postal Service undertook operational changes and corporate reorganization. Further, 
the Postal Service strived to prioritize delivery of Political Mail, Election Mail, and Census 
Mail.205 Each of these events, which are discussed separately below, had significant impacts 
ÏÎ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ -ÁÒËÅÔ $ÏÍÉÎÁÎÔ ÓÅÒÖÉÃÅ ÐÅÒÆÏÒÍÁÎÃÅ ÒÅÓÕÌÔÓȢ -ÏÒÅÏÖÅÒȟ ÂÅÃÁÕÓÅ 
the timing of these events overlapped, their combination exacerbated the extent and 
duration of the impacts. 
 
Below, Figure V-2 displays a timeline that highlights several key events in FY 2020 that 
affected service performance for all Market Dominant products. 

  

                                                        
205 ¢ƘŜ /ƻƳƳƛǎǎƛƻƴ ǳǎŜǎ ǘƘŜ ǘŜǊƳ ά9ƭŜŎǘƛƻƴ aŀƛƭέ ǘƻ ǊŜŦŜǊ ǘƻ ŀƴȅ ƛǘŜƳ ƳŀƛƭŜŘ ǘƻ ƻǊ ŦǊƻƳ ŀǳǘƘƻǊƛȊŜŘ ŜƭŜŎǘƛƻƴ ƻŦŦƛŎƛŀƭǎ ǘƘŀǘ ŜƴŀōƭŜs citizens to 
participate in the voting process, such as balloting materials, voter registration cards, absentee applications, and polling place notifications, and 
ǳǎŜǎ ǘƘŜ ǘŜǊƳ άtƻƭƛǘƛŎŀƭ aŀƛƭέ ǘƻ ǊŜŦŜǊ ǘƻ ŀƴȅ ƛǘŜƳ ƳŀƛƭŜŘ ŦƻǊ ŎŀƳǇŀƛƎƴ ǇǳǊǇƻǎŜǎ ōȅ ŀ ǊŜƎƛǎǘŜǊŜŘ ǇƻƭƛǘƛŎŀƭ ŎŀƴŘƛŘŀǘŜΣ ŎŀƳǇŀƛƎn committee or 
committee of a political party, political action committee, or organization engaging in issue advocacy or voter mobilization. See United States 
Postal Service, Postal Bulletin No. 22539, February 13, 2020, at 4, available at https://about.usps.com/postal-
bulletin/2020/pb22539/pb22539.pdf (Postal Bulletin bƻΦ ннрофύΦ ¢ƘŜ /ƻƳƳƛǎǎƛƻƴ ǳǎŜǎ ǘƘŜ ǘŜǊƳ ά/Ŝƴǎǳǎ aŀƛƭέ ǘƻ ǊŜŦŜǊ ǘƻ ŀƴȅ ƛǘŜƳ ƳŀƛƭŜŘ ōȅ 
the Census Bureau or respondents relating to the 2020 Census. 
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Figure V-2 
FY 2020* Timeline 

 

 
Note: 

* For purposes of Postal Service reporting, FY 2020 covers October 1, 2019 through September 30, 2020, and events on or after October 1, 2020 
occur during FY 2021. Events during FY 2021 Quarter 1, such as the General Election held on November 3, 2020, are included in this timeline for 
context. 

Sources: CNN Editorial Research, Coronavirus Outbreak Timeline Fast Facts, March 1, 2021, available at 
https://www.cnn.com/2020/02/06/health/wuhan-coronavirus-timeline-fast-facts/index.html; United States Postal Service, Office of Inspector 
General, Report No. 20-259-R21, Employee Safety ς Postal Service COVID-19 Response, November 20, 2020, at 5, available at 
https://www.uspsoig.gov/sites/default/files/document-library-files/2020/20-259-R21.pdf (OIG Report No. 20-259-R21); Proclamation 9994 of 
March 13, 2020, Declaring a National Emergency Concerning the Novel Coronavirus Disease (COVID-19) Outbreak, 85 Fed. Reg. 15,337-38, 
(Mar. 18, 2020); Lynsey Jeffrey, NPR, U.S. Surpasses 1 Million Coronavirus Cases, April 28, 2020, available at 
https://www.npr.org/sections/coronavirus-live-updates/2020/04/28/846741935/u-s-surpasses-1-million-coronavirus-cases; Bill Chappell, NPR, 
U.S. Hits 2 Million Coronavirus Cases As Many States See A Surge Of Patients, June 10, 2020, available at 
https://www.npr.org/sections/coronavirus-live-updates/2020/06/10/873473805/u-s-hits-2-million-coronavirus-cases-as-many-states-see-a-
surge-of-patients; Jason Slotkin, NPR, U.S. Hits 5 Million Coronavirus Cases As Debate Lingers Over The Path Forward, August 9, 2020, available 
at https://www.npr.org/sections/coronavirus-live-updates/2020/08/09/900640397/u-s-hits-5-million-coronavirus-cases-as-debate-lingers-over-
the-path-forward; BBC, Coronavirus: Global Covid-19 death toll passes one million, September 29, 2020, available at 
https://www.bbc.com/news/world-54334496; United States Postal Service, Office of Inspector General, Report No. 21-014-R21, Deployment of 
Operational Changes, November 6, 2020, at 5, 7, Appendix B at 20-22, available at https://www.uspsoig.gov/sites/default/files/document-
library-files/2020/21-014-R21.pdf (OIG Report No. 21-014-R21); National Conference of State Legislatures, 2020 State Primary Election Dates, 
available at https://www.ncsl.org/research/elections-and-campaigns/2020-state-primary-election-dates.aspx (2020 State Primary Election 
Dates); United States Census Bureau, 2020 Census Operational Adjustments Due to COVID-19, available at https://2020census.gov/en/news-
events/operational-adjustments-covid-19.html (2020 Census Operational Adjustments); Postal Bulletin No. 22539 at 4. 
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b. The COVID-19 Pandemic 

COVID-19 was first detected in humans in approximately December 2019.206 For Postal 
Service reporting purposes, this occurred during FY 2020 Quarter 1 (October 1, 2019 
through December 31, 2019). 
 
During FY 2020 Quarter 2 (January 1, 2020 through March 31, 2020), COVID-19 was first 
detected in the United States. Id. The Postal Service reported its first confirmed case on 
February 24, 2020. OIG Report No. 20-259-R21 at 5. In mid-March 2020, approximately 2 
weeks before the end of FY 2020 Quarter 2, the World Health Organization declared the 
outbreak to be a pandemic and the President of the United States issued a national 
emergency declaration.207 
 
During FY 2020 Quarters 3 and 4 (April 1, 2020 through September 30, 2020), the spread 
of the pandemic accelerated. The number of confirmed cases in the United States reached 1 
million by April 28, 2020,208 2 million by June 11, 2020,209 and 5 million by August 9, 
2020.210 By September 29, 2020, just as FY 2020 was ending, there were 1 million 
confirmed deaths due to COVID-19 worldwide.211 The Postal Service reports that as of the 
end of FY 2020 Quarter 4 (September 30, 2020), approximately 38,769 employees were 
presumed to have contracted COVID-19 and 129 had died from the virus.212 The 
ÐÁÎÄÅÍÉÃȭÓ ÉÍÐÁÃÔs continued into FY 2021 (beginning October 1, 2020). 
 
The Postal Service describes three primary examples of how the pandemic has affected 
service performance: reduced employee availability, contract transportation constraints, 
and surging growth in packages (changes in mail mix). Each of these three issues are 
discussed separately below. 
  

                                                        
206 See Coronavirus Outbreak Timeline Fast Facts, available at https://www.cnn.com/2020/02/06/health/wuhan-coronavirus-timeline-fast-
facts/index.html. 

207 Fed. Reg. 15,337-38 (Mar. 18, 2020). 

208 U.S. Surpasses 1 Million Coronavirus Cases, available at https://www.npr.org/sections/coronavirus-live-updates/2020/04/28/846741935/u-s-
surpasses-1-million-coronavirus-cases. 

209 U.S. Hits 2 Million Coronavirus Cases As Many States See A Surge Of Patients, available at https://www.npr.org/sections/coronavirus-live-
updates/2020/06/10/873473805/u-s-hits-2-million-coronavirus-cases-as-many-states-see-a-surge-of-patients. 

210 U.S. Hits 5 Million Coronavirus Cases As Debate Lingers Over The Path Forward, available at https://www.npr.org/sections/coronavirus-live-
updates/2020/08/09/900640397/u-s-hits-5-million-coronavirus-cases-as-debate-lingers-over-the-path-forward. 

211 Coronavirus: Global Covid-19 death toll passes one million, available at https://www.bbc.com/news/world-54334496. 

212 See Responses of the United States Postal Service to Questions 1-7, 10-нл ƻŦ /ƘŀƛǊƳŀƴΩǎ LƴŦƻǊƳŀǘƛƻƴ wŜǉǳŜǎǘ bƻΦ сΣ CŜōruary 4, 2021, 
ǉǳŜǎǘƛƻƴ оΣ 9ȄŎŜƭ ŦƛƭŜ ά/ƘLwΦсΦvΦоΦ/h±L5ΦȄƭǎȄΣέ ǘŀōǎ άCŀǘŀƭƛǘƛŜǎέ ŀƴŘ ά/ŀǎŜǎέ όCŜōǊǳŀǊȅ п wŜǎǇƻƴǎŜ ǘƻ /ILw bƻΦ сύΦ 
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 Reduced Employee Availability 

The Postal Service explains that the pandemic reduced employee availability on a national 
ÌÅÖÅÌ ÌÅÁÄÉÎÇ ÔÏ ÓÉÇÎÉÆÉÃÁÎÔ ÁÂÓÅÎÔÅÅÉÓÍ ÉÎ ȰÈÏÔ ÓÐÏÔÓȟȱ ×ÈÉÃÈ ÃÁÕÓÅÄ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅ ÔÏ 
supplement its workforce with less experienced employees.213 The Postal Service 
attributed this increased absenteeism to COVID-related family leave, primarily due to 
childcare needs.214 
 
The Postal Service reports that it started FY 2020 with 76.9 percent availability of full-time 
regular215 mail processing employees nationwide in October 2019 (the first quarter of FY 
2020) and that availability subsequently decreased to 68.9 percent in May 2020 (during 
the third quarter of FY 2020). See Response to CIR No. 1, question 1.b. Although the Postal 
3ÅÒÖÉÃÅȭÓ &9 ςπςπ ÎÁÔÉÏÎÁÌ ÅÍÐÌÏÙÅÅ ÁÖÁÉÌÁÂÉÌÉÔÙ ÌÅÖÅÌ ÓÔÁÙÅÄ ÁÂÏÖÅ ÔÈÅ φπ ÐÅÒÃÅÎÔ 
threshold needed to keep essential operations running, availability decreased from FY 
2019 to FY 2020. OIG Report No. 20-275-R21 at 8. National availability levels varied 
throughout the year, but averaged 78 percent in FY 2019 and 77 percent in FY 2020.216 
 
Figures V-3 through V-5 disaggregate employee availability by mail processing (Function 
1), delivery services (Function 2), and customer service (Function 4). 
  

                                                        
213 See Responses of the United States Postal Service to Questions 1-21 of Commission Information Request No. 1, January 15, 2021, questions 
1.a., 6.b. (Response to CIR No. 1). 

214 United States Postal Service, Office of Inspector General, Report No. 20-275-R21, Mail Service During the Early Stages of the COVID-19 
Pandemic, January 4, 2021, at 12, available at https://www.uspsoig.gov/sites/default/files/document-library-files/2021/20-275-R21.pdf (OIG 
Report No. 20-275-R21). 

215 ¢ƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜ ǳǎŜǎ ǘƘŜ ǘŜǊƳǎ άŎŀǊŜŜǊέ ŀƴŘ άǊŜƎǳƭŀǊέ ƛƴǘŜǊŎƘŀƴƎŜŀōƭȅΦ ¢ƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜ ŎŀǘŜƎƻǊƛȊŜǎ ƛǘǎ ǿƻǊƪŦƻǊŎŜ ƛƴǘƻ ǘwo types of 
employees: career and non-career. Career (regular) employees serve in permanent positions on a full-time or part-time basis and typically 
receive full federal benefits. Non-career employees are temporary workers who do not receive the same employee benefits as career 
employees. See United States Postal Service, Office of Inspector General, Report No. 19POG001SAT000-R20, Effectiveness of the Postal 
{ŜǊǾƛŎŜΩǎ 9ŦŦƻǊǘǎ ǘƻ wŜŘǳŎŜ bƻƴ-Career Employee Turnover, February 12, 2020, at 4, available at 
https://www.uspsoig.gov/sites/default/files/document-library-files/2020/19POG001SAT000-R20.pdf. 

216 CŜōǊǳŀǊȅ п wŜǎǇƻƴǎŜ ǘƻ /ILw bƻΦ сΣ ǉǳŜǎǘƛƻƴ нΣ 9ȄŎŜƭ ŦƛƭŜ άvΦн 9ƳǇƭƻȅŜŜ !Ǿŀƛƭŀōƛƭƛǘȅ 5ŀǘŀΦȄƭǎȄΣέ ǘŀō άaƻƴǘƘψvǳŀǊǘŜǊΦέ 
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Figure V-3 
Mail Processing (Function 1) Employee Availability, by Month 

FY 2019ςFY 2020 
 

 
bƻǘŜΥ ! ŎƻƳǇƭŜǘŜ ƭƛǎǘ ƻŦ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŦǳƴŎǘƛƻƴǎ ŀƴŘ [ŀōƻǊ 5ƛǎǘǊƛōǳǘƛƻƴ /ƻŘŜǎ ŀǇǇŜŀǊǎ ƛƴ 5ƻŎƪŜt No. R2006-1, Library Reference USPS-LR-
L-ррΣ aŀȅ оΣ нллсΣ ŦƻƭŘŜǊ ά[w-L-рр ŜƭŜŎǘǊƻƴƛŎ ǾŜǊǎƛƻƴ όΦŘƻŎ ϧ ΦŜȄŎŜƭύΣέ ŦƻƭŘŜǊ άƭǊ-l-рр ǇŀǊǘмΣέ t5C ŦƛƭŜ άψ[ŀōƻǊ 5ƛǎǘǊƛōǳǘƛƻƴ /ƻŘŜǎΦǇŘŦΦέ 

{ƻǳǊŎŜΥ CŜōǊǳŀǊȅ п wŜǎǇƻƴǎŜ ǘƻ /ILw bƻΦ сΣ ǉǳŜǎǘƛƻƴ нΣ 9ȄŎŜƭ ŦƛƭŜ άvΦн 9ƳǇƭƻȅŜŜ !Ǿŀƛƭŀōƛƭƛǘȅ 5ŀǘŀΦȄƭǎȄΣέ ǘŀō άaƻƴǘƘψvǳŀǊǘŜǊψCǳƴŎΦέ 
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Figure V-4 
Delivery Services (Function 2) Employee Availability, by Month 

FY 2019ςFY 2020 
 

 
bƻǘŜΥ ! ŎƻƳǇƭŜǘŜ ƭƛǎǘ ƻŦ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŦǳƴŎǘƛƻƴǎ ŀƴŘ [ŀōƻǊ 5ƛǎǘǊƛōǳǘƛƻƴ /ƻŘŜǎ ŀǇǇŜŀǊǎ ƛƴ 5ƻŎƪŜǘ bƻΦ R2006-1, Library Reference USPS-LR-
L-ррΣ ŦƻƭŘŜǊ ά[w-L-рр ŜƭŜŎǘǊƻƴƛŎ ǾŜǊǎƛƻƴ όΦŘƻŎ ϧ ΦŜȄŎŜƭύΣέ ŦƻƭŘŜǊ άƭǊ-l-рр ǇŀǊǘмΣέ t5C ŦƛƭŜ άψ[ŀōƻǊ 5ƛǎǘǊƛōǳǘƛƻƴ /ƻŘŜǎΦǇŘŦΦέ 

{ƻǳǊŎŜΥ CŜōǊǳŀǊȅ п wŜǎǇƻƴǎŜ ǘƻ /ILw bƻΦ сΣ ǉǳŜǎǘƛƻƴ нΣ 9ȄŎŜƭ ŦƛƭŜ άvΦн 9ƳǇƭƻȅŜŜ !Ǿŀƛƭŀōƛƭƛǘȅ 5ŀǘŀΦȄƭǎȄΣέ ǘŀō άaƻƴǘƘψvǳŀǊǘŜǊψCǳƴŎΦέ 

 

Figure V-5 
Customer Service (Function 4) Employee Availability, by Month 

FY 2019ςFY 2020 
 

 
bƻǘŜΥ ! ŎƻƳǇƭŜǘŜ ƭƛǎǘ ƻŦ ǘƘŜ tƻǎǘŀƭ {ŜǊǾƛŎŜΩǎ ŦǳƴŎǘƛƻƴǎ ŀƴŘ [ŀōƻǊ 5ƛǎǘǊƛōǳǘƛƻƴ /ƻŘŜǎ ŀǇǇŜŀǊǎ ƛƴ 5ƻŎƪŜǘ bƻΦ wнллс-1, Library Reference USPS-LR-
L-ррΣ ŦƻƭŘŜǊ ά[w-L-рр ŜƭŜŎǘǊƻƴƛŎ ǾŜǊǎƛƻƴ όΦŘƻŎ ϧ ΦŜȄŎŜƭύΣέ ŦƻƭŘŜǊ άƭǊ-l-рр ǇŀǊǘмΣέ t5C ŦƛƭŜ άψ[ŀōƻǊ 5ƛǎǘǊƛōǳǘƛƻƴ /ƻŘŜǎΦǇŘŦΦέ 

{ƻǳǊŎŜΥ CŜōǊǳŀǊȅ п wŜǎǇƻƴǎŜ ǘƻ /ILw bƻΦ сΣ ǉǳŜǎǘƛƻƴ нΣ 9ȄŎŜƭ ŦƛƭŜ άvΦн 9ƳǇƭƻȅŜŜ !Ǿŀƛƭŀōƛƭƛǘȅ 5ŀǘŀΦȄƭǎȄΣέ ǘŀō άaƻƴǘƘψvǳŀǊǘŜǊψCǳƴŎΦέ 
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Figures V-3 through V-5 provide insight into the fluctuation of employee availability for 
processing, at the national level, throughout FY 2020 as compared to FY 2019. The 
Commission compares average national employee availability for the second half of FY 
2020 (April to September 2020) versus the same period in FY 2019. Average employee 
availability for mail processing (Function 1) was 74.3 percent for the period of April to 
September 2020. This constitutes a 3.16 percentage point decline compared to the average 
during the same period in FY 2019 (77.46 percent). For the period of April to September 
2020, average employee availability for delivery services (Function 2) and customer 
service (Function 4) declined from the averages during the same period in FY 2019 by 1.12 
and 0.95 percentage points, respectively.217 4ÈÅÓÅ ÄÁÔÁ ÉÎÄÉÃÁÔÅ ÔÈÁÔ ÔÈÅ 0ÏÓÔÁÌ 3ÅÒÖÉÃÅȭÓ 
challenges with national employee availability were greater for mail processing than 
delivery services and customer service. Nonetheless, based on divergence from FY 2019 
results, national employee availability for mail processing, delivery services, and customer 
service, seemed to be most challenged during the month of April 2020. 
 
In addition to this national reduction in employee availability, the Postal Service refers to 
ȰÎÕÍÅÒÏÕÓ ÐÏÃËÅÔÓ ÏÆ hot spots ÁÔ ÄÉÆÆÅÒÅÎÔ ÔÉÍÅÓȢȱ 2ÅÓÐÏÎÓÅ ÔÏ #)2 .ÏȢ ρȟ ÑÕÅÓÔÉÏÎ ρȢÁȢ 
(emphasis added) (internal marks omitted). The Postal Service describes the significant 
impact of employee availability falling below 50 percent in numerous facilities at different 
times. See id. question 1.b.; Response to CHIR No. 11, question 13.a. At the District level, the 
Postal Service contends that monthly employee availability of less than 70 percent could be 
ȰÍÏÓÔ ÅÆÆÅÃÔÉÖÅ ÉÎ distinguishing particularly -ÃÈÁÌÌÅÎÇÅÄ $ÉÓÔÒÉÃÔÓȢȱ 2ÅÓÐÏÎÓÅ ÔÏ #()2 .ÏȢ 
11, question 13.b. Below, Figure V-6 displays the Districts reported by the Postal Service 
with monthly employee availability lower than this 70 percent threshold during CY 2020. 
  

                                                        
217 For the period of April to September, the average employee availability for delivery services (Function 2) employees was 79.66 percent in FY 
2020 and 80.78 percent in FY 2019. For the period of April to September, the average employee availability for customer service (Function 4) 
employees was 78.81 percent in FY 2020 and 79.76 percent in FY 2019. 
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Figure V-6 
Monthly Employee Availability, Below 70 Percent, by District, CY 2020 

 

 
Note: The Postal Service reported its first confirmed COVID-19 case on February 24, 2020. OIG Report No. 20-259-R21 at 5. The data provided 
by the Postal Service correspond to calendar year rather than fiscal year. 

Source: Response to CHIR No. 11, question 13.b. 

 
As illustrated by Figure V-6 above, employee availability for the Caribbean,218 Detroit, and 
Chicago Districts was less than 70 percent for at least 3 months during CY 2020. The lowest 
District -level availability reported by the Postal Service was for the New York District in 
April 2020. July was a particularly challenging month for the Postal Service, with five 
Districts with employee availability below 70 percent. 
 
To investigate the impact of employee availability on service performance, Table V-1 below 
compares weekly service performance results in July 2020 for 3-5-Day First-Class Mail 
Single-Piece Letters/Postcards against the same period in FY 2019 for the three districts 
with monthly employee availability of less than 70 percent occurring at least 3 months 
during CY 2020. 
 

                                                        
218 The issues with lower availability in the Caribbean District in January 2020 occurred before the first confirmed Postal Service COVID-19 case 
reported on February 24, 2020, and thus appears to be unrelated to the COVID-19 pandemic. See Response to CHIR No. 11, question 13.b.; OIG 
Report No. 20-259-R21 at 5. 
























































































































































































































































































































