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POSTAL REGULATORY COMMISSION  
Washington, DC 20268-0001 

 
Office of the Chairman 
 

July 9, 2021 
 
VIA EMAIL 
 
The Honorable Antony J. Blinken 
Secretary of State 
U.S. Department of State 
2201 C Street NW  7th Floor 
Washington, DC  20520 
 
Dear Mr. Secretary: 

This responds to the enclosed March 6, 2021, letter from the Department of 

State, pursuant to 39 U.S.C. § 407(c)(1), requesting the views of the Postal Regulatory 

Commission (Commission) on proposals to amend rates or classifications for market 

dominant products in the Universal Postal Convention that will be decided upon at the 

upcoming 27th Universal Postal Union (UPU) Congress.  I am writing to provide you the 

Commission’s views with respect to the consistency of certain proposals that establish 

or amend rates or classifications for the Postal Service’s market dominant products with 

the standards and criteria established by the Commission under 39 U.S.C. § 3622.  

The Commission has reviewed all proposals for the 27th UPU Congress available 

on the UPU website as of July 8, 2021, and has identified three proposals that fall within 

the scope of a view from the Commission under 39 U.S.C. § 407(c)(1).  These are 

proposals 20.18.1, 20.29.1, and 20.30.1.Rev 1, all of which would amend the Universal 

Postal Convention to establish rates or classifications for the market dominant Inbound 

Letter Post product.  The Postal Service’s Inbound Letter Post product consists of 



Secretary Blinken 
July 9, 2021 
Page 2 of 3 
 
 
 
inbound small letters (letters), which include aerogrammes and postcards, and large 

letters (flats).1 

These proposals also include provisions related to small packets and bulky 

letters, which are part of the UPU Letter Post classification.  Domestically, however, 

small packets and bulky letters have been included in the competitive Inbound Letter 

Post Small Packets and Bulky Letters product since January 1, 2020.2  Consequently, 

the Commission’s view on these proposals do not consider the provisions related to 

small packets and bulky letters. 

The Commission recognizes the political reality that the United States only has 

one vote out of 192 in the UPU, and that ultimately any terminal dues solution will 

require some level of compromise.  However, the United States has played a 

longstanding leadership role in the UPU, particularly in the UPU Remuneration 

Integration Group that develops the terminal dues methodology, and has extensive 

experience and an in-depth technical understanding of terminal dues.  Therefore, the 

Department of State is uniquely positioned to take a proactive role in the development 

of future UPU terminal dues.  The Commission stands ready to assist the Department of 

State in these efforts. 

 The Commission is mindful of the specific roles filled by it and the Department of 

State in considering and approving proposals submitted within the context of the UPU.  

The Commission’s role is to determine whether the proposals are consistent with the 

                                                            

1 Postal Regulatory Commission, Mail Classification Schedule, effective January 25, 2021 
(revised through March 31, 2021), available at https://www.prc.gov/mail-classification-schedule, Section 
1130.  The Inbound Letter Post product refers to international mail that is not classified as Parcel Post, 
Express Mail Service, 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. 

2 See Docket Nos. MC2019-17 and CP2019-155, Order Granting Postal Service’s Motion and 
Approving Prices for Inbound Letter Post Small 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). 
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standards and criteria established by the Commission under 39 U.S.C. § 3622.  The 

Department of State must consider a multitude of factors before presenting the United 

States position on any proposal, including foreign policy and national security 

implications. 

 Given that the UPU International Bureau is continuing to publish proposals for 

the 2021 UPU Congress on its website, the Commission will continue to review these 

additional proposals and identify those that require a view from the Commission under 

39 U.S.C. § 407(c).  In the event there are such additional proposals, the Commission 

will send you its additional views in a timely manner. 

 Lastly, Vice Chairwoman Poling and I have enclosed separate, concurring views. 

 On behalf of the Commission, I wish the delegation the greatest success at the 

upcoming 27th UPU Congress. 

     Sincerely, 

 
 
     Michael Kubayanda 
     Chairman 
 

Enclosures 

 

cc: Nerissa Cook 
 Deputy Assistant Secretary 
 Bureau of International Organization Affairs 
 

Yvette Wong 
Acting Director 
Office of Specialized and Technical Agencies 
Bureau of International Organization Affairs 

 
Stuart Smith 

 Chief, International Postal Policy Unit 
Office of Specialized and Technical Agencies 
Bureau of International Organization Affairs 



COMMISSION’S VIEWS 
 
 

Proposal 20.18.1 

Summary.  Proposal 20.18.1 amends Article 18, Supplementary services, of the 

Universal Postal Convention, and would change tracking for inbound letters and flats 

from an optional to a mandatory service.1  This proposal would likely represent a 

classification change for the Postal Service Inbound Letter Post product.  Currently, the 

Postal Service only provides tracking for Inbound Letter Post as part of negotiated 

service agreements; they do not offer tracking for inbound UPU letter post items as a 

service to all designated postal operators of UPU member countries.  Accordingly, if the 

27th UPU Congress adopts proposal 20.18.1, the Commission would likely need to 

approve a modification to the Mail Classification Schedule to include tracking for 

Inbound Letter Post. 

View.  The Commission finds that proposal 20.18.1 is consistent with the 

standards and criteria established by the Commission under 39 U.S.C. § 3622.  If 

adopted, proposal 20.18.1 would likely promote the Postal Service’s financial health in 

light of proposed remuneration for tracking in a separate proposal.2  Because the 

revenue earned under this proposal would exceed the cost of providing the service, 

adoption of proposal 20.18.1 would provide additional contribution, supporting financial 

stability (39 U.S.C. § 3622(b)(5)); promote the Postal Service’s efforts to enhance mail 

security and deter terrorism (39 U.S.C. § 3622(b)(7)); establish reasonable rates that do 

not threaten the financial integrity of the Postal Service (39 U.S.C. § 3622(b)(8)); and 

enable the tracking service to cover its attributable costs (39 U.S.C. § 3622(c)(2)). 

                                                            

1 Proposal 20.18.1 would also require tracking for small packets and bulky letters, which fall 
outside the scope of the Commission’s view. 

2 Proposal 20.28.1.Rev 1 creates new paragraph 8bis, which includes a rate for tracking.  In 
addition, the Regulations to the Universal Postal Convention establish supplementary remuneration for 
meeting specified targets for the transmission of tracking data.  Regulations to the Convention, Berne 
2017, available at 
https://www.upu.int/UPU/media/upu/files/UPU/aboutUpu/acts/nonPermanentActs/actNonPermanentRegul
ationsConventionFinalProtocolEn.pdf.  While proposal 20.28.2 also establishes a rate for tracking, this 
rate would not apply to Inbound Letter Post.   
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Proposals 20.29.1 and 20.30.1.Rev 1  

Summary.  Proposals 20.29.1 and 20.30.1.Rev 1 amend Universal Postal 

Convention Article 29, Terminal dues, Provisions applicable to mail flows between 

designated operators of countries in the target system, and Article 30, Terminal dues, 

Provisions applicable to mail flows between designated operators of countries in the 

transitional system, respectively.  Both proposals establish revised rates, known as 

terminal dues, to be paid to the Postal Service for Inbound Letter Post.3 

View.  The terminal dues under proposals 20.29.1 and 20.30.1.Rev 1 raise 

concerns vis-à-vis multiple provisions of 39 U.S.C. § 3622(b) and (c).  In conducting the 

fact-specific balancing of the objectives and factors enumerated in 39 U.S.C. § 3622, 

the Commission finds that proposals 20.29.1 and 20.30.1.Rev 1 are inconsistent with 39 

U.S.C. § 3622.  Below, the Commission discusses the reasons for this finding organized 

by topic. 

With respect to issues related to operational efficiency, because the proposed 

terminal dues are capped, they do not take into account the underlying costs of the 

service being provided.  Therefore, the Commission cannot determine that the proposed 

terminal dues “maximize incentives to reduce costs and increase efficiency[,]” as 

provided by 39 U.S.C. § 3622(b)(1).  Similarly, for this reason, the Commission cannot 

determine that the proposed terminal dues take into account “the need for the Postal 

Service to increase its efficiency and reduce its costs, including infrastructure costs, to 

help maintain high quality, affordable postal services[,]” as provided by 39 U.S.C. § 

3622(c)(12). 

  

                                                            

3 As noted above, these proposals also establish rates for small packets/bulky letters, which fall 
outside the scope of the Commission’s view. 
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Additionally, proposals 20.29.1 and 20.30.1.Rev 1 limit the Postal Service’s 

pricing flexibility, which implicates the achievement of the objective “to allow the Postal 

Service pricing flexibility[,]” as provided by 39 U.S.C. § 3622(b)(4).  The United States 

only has one vote among the 192 UPU members that decide upon terminal dues, which 

are set for a fixed 4-year period during which they cannot be changed and are usually 

not implemented until over a year after the Congress decides upon them.  This lack of 

pricing flexibility, combined with the aforementioned lack of consideration of the 

underlying costs of the service being provided, illustrates that the proposals do not take 

into account “the importance of pricing flexibility to encourage increased mail volume 

and operational efficiency[,]” as provided by 39 U.S.C. § 3622(c)(7). 

It is uncertain whether these proposed terminal dues would assure adequate 

revenues to maintain financial stability (39 U.S.C. § 3622(b)(5)), because the proposed 

terminal dues are set below domestic postage rates in the destination country.  

Therefore, the Commission has serious reservations about the financial impact of the 

current proposals.  From the information available to it, the Commission cannot 

determine whether these proposed terminal dues will provide positive cost coverage 

and a reasonable contribution towards institutional costs. 
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The Commission’s history of concerns related to the financial performance of the 

Postal Service’s Inbound Letter Post product is well-documented.4  Notwithstanding 

progress in terminal dues for small packets and bulky letters made at the UPU 

Extraordinary Congress in 2019, the Commission’s most recent FY 2020 Annual 

Compliance Determination (ACD) reiterated that “[t]he 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.”5  

Non-compensatory products are of special concern to the Commission because they 

threaten the financial integrity of the Postal Service.6  These products implicate the 

achievement of multiple objectives:  “maximize incentives to reduce costs and increase 

efficiency” (39 U.S.C. § 3622(b)(1)),7 “assure adequate revenues, including retained 

earnings, to maintain financial stability” (39 U.S.C. § 3622(b)(5)), and “establish and 

                                                            

4 Docket No. ACR2020, Annual Compliance Determination, March 29, 2021, at 56, 58-60 (FY 
2020 ACD); Docket No. ACR2019, Annual Compliance Determination, March 25, 2020, at 58-59 
(FY 2019 ACD); Docket No. ACR2018, Annual Compliance Determination, April 12, 2019, at 84-85 (FY 
2018 ACD); Docket No. ACR2017, Annual Compliance Determination, March 29, 2018, at 68 (FY 2017 
ACD); Docket No. ACR2016, Annual Compliance Determination, March 28, 2017, at 66 (FY 2016 ACD); 
Docket No. ACR2015, Annual Compliance Determination, March 28, 2016, at 70 (FY 2015 ACD); Docket 
No. ACR2014, Annual Compliance Determination, March 27, 2015, at 53 (FY 2014 ACD); Docket No. 
ACR2013, Annual Compliance Determination, March 27, 2014, at 59 (FY 2013 ACD); Docket No. 
ACR2012, Annual Compliance Determination, March 28, 2013, at 143 (FY 2012 ACD); Docket No. 
ACR2011, Annual Compliance Determination, March 28, 2012, at 143-44; Docket No. ACR2010, Annual 
Compliance Determination, March 29, 2011, at 130-31; Docket No. ACR2009, Annual Compliance 
Determination, March 29, 2010, at 108-09; Docket No. ACR2008, Annual Compliance Determination, 
March 30, 2009, at 81; Docket No. ACR2007, Annual Compliance Determination, March 27, 2008, at 115, 
118. 

5 FY 2020 ACD at 56 (citing 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). 

6 Docket No. RM2017-3, Order on the Findings and Determination of the 39 U.S.C. § 3622 
Review, December 1, 2017, at 274 (Order No. 4257). 

7 Among other things, the Commission has determined that 39 U.S.C. § 3622(b)(1) implicates 
pricing efficiency and an underlying principle referred to as allocative efficiency.  Order No. 4257 at 130.  
“Prices that adhere to the principles of allocative efficiency are set at or above marginal (or in the Postal 
Service’s case, attributable) costs, meaning they would have a cost coverage of 100 percent or greater.”  
Id. at 139-40 (footnotes omitted). 
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maintain a just and reasonable schedule for rates and classifications” (39 U.S.C. § 

3622(b)(8)).8  Non-compensatory products also are inconsistent with: 

[T]he requirement that each class of mail or type of mail service 

bear the direct and indirect postal costs attributable to each class 

or type of mail service through reliably identified causal 

relationships plus that portion of all other costs of the Postal 

Service reasonably assignable to such class or type. 

39 U.S.C. § 3622(c)(2). 

Additionally, these proposed terminal dues would neither increase transparency 

nor reduce the administrative burden, which would be inconsistent with both goals of 39 

U.S.C. § 3622(b)(6).  The proposed terminal dues are burdensome because their 

negotiation takes place over an extensive 4-year period that requires several ongoing 

studies, consultations, and levels of review and approval.  The non-public nature of 

actual terminal dues that the Postal Service receives precludes transparency.  

Transparency is also hindered by the non-public nature of terminal dues working 

documents as the proposals are developed and the lack of opportunity in the UPU for 

wider postal stakeholder input.  Even UPU Consultative Committee members 

representing the wider postal sector only have limited opportunity to comment once the 

proposals ultimately reach the Council level; they are not allowed to participate in the 

terminal dues working groups developing these proposals. 

These terminal dues in proposals 20.28.1 and 20.29.1 also do not “maintain high 

quality service standards established under section 3691,” as provided by 39 U.S.C. § 

3622(b)(3).  For many years, the UPU terminal dues system has included a quality of 

                                                            

8 It is well established that “just and reasonable” refers to a zone of rates, rather than a fixed 
price, that achieves two prongs:  rates that are not excessive to the mailers and do not threaten the 
financial integrity of the Postal Service.  See Order No. 4257 at 114-15, 117, 228-29. 
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service component.9  The UPU Quality Link Measurement System would allow for the 

terminal dues received by the Postal Service to be adjusted as follows for each calendar 

year:  (1) if the Postal Service achieves or exceeds the UPU-established annual service 

performance target, then the Postal Service would receive 5 percent additional terminal 

dues revenue; or (2) if the Postal Service does not achieve that target, then the terminal 

dues received by the Postal Service would be adjusted up to 5 percent downward.10  

For calendar years 2011 through 2020, the Postal Service has not achieved the 

applicable target.11  This quality of service component of the terminal dues system has 

failed to incentivize the Postal Service to maintain high quality service standards, 

resulting in the Postal Service failing to maximize its terminal dues revenue.  Thus, the 

Postal Service’s inability to achieve the UPU-established annual service performance 

target has further exacerbated the poor financial performance of the Inbound Letter Post 

product. 

Further, both proposals 20.29.1 and 20.30.1.Rev 1 would not set terminal dues 

that would be equivalent to domestic postage rates in the destination country.  Such a 

rate-setting policy constitutes discrimination.  Discriminatory rates have the potential to 

be inconsistent with 39 U.S.C. §§ 407(a)(2) and 403(c).  Both of these statutory 

provisions are considered by the Commission pursuant to 39 U.S.C. § 3622(c)(14), “the 

policies of [Title 39 U.S.C.] as well as such other factors as the Commission determines 

appropriate.” 

                                                            

9 See, e.g., FY 2020 ACD at 60, 63.  

10 See Universal 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/actNonPermanentRegul
ationsConventionFinalProtocolEn.pdf. 

11 FY 2020 ACD at 60, 63; FY 2019 ACD at 61; FY 2018 ACD at 87; FY 2017 ACD at 71; FY 
2016 ACD at 67-68; FY 2015 ACD at 70-72; FY 2014 ACD at 54-55; FY 2013 ACD at 60; FY 2012 ACD 
at 147-48.  
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Pursuant to 39 U.S.C. § 407(a)(2), it is the policy of the United States “to promote 

and encourage unrestricted and undistorted competition in the provision of international 

postal services and other international delivery services, except where provision of such 

services by private companies may be prohibited by law of the United States.”  An 

analysis performed by Copenhagen Economics conducted at the request of the 

Commission found that the terminal dues system distorts competition in the destination 

country.12  As Commissioner Taub, in his role as the Commission’s previous Chairman, 

noted in his separate view in 2016, the Copenhagen Economics work on terminal dues 

“is a groundbreaking effort” that proposed a “bottom line solution [] that a postal 

administration should charge its customers similar prices for similar services, 

irrespective of a mailer’s country of origin or its status as a private or public operator.”13  

Proposals 20.29.1 and 20.30.1.Rev 1 propose terminal dues that create the market 

distortions described by Copenhagen Economics.  For the reasons that Copenhagen 

Economics described, these UPU proposals are inconsistent with the policy of the 

United States to promote and encourage unrestricted and undistorted competition in the 

provision of international postal and delivery services. 

Pursuant to 39 U.S.C. § 403(c), “the Postal Service shall not, except as 

specifically authorized in this title, make any undue or unreasonable discrimination 

among users of the mails, nor shall it grant any undue or unreasonable preferences to 

any such user.”  The Commission has found terminal dues to be discriminatory in each 

                                                            

12 See generally Copenhagen Economics, Terminal Dues; Impact on financial transfers among 
designated postal operators of the Universal Postal Union 2018-2021 cycle agreements, September 22, 
2017, available at 
https://www.prc.gov/sites/default/files/reports/Terminal%20Dues_Impact%20on%20financial%20transfers
_FINAL%2022%20September%202017.pdf (quantifying specific types of distortions); Copenhagen 
Economics, The Economics of Terminal Dues, September 30, 2014, available at 
https://www.prc.gov/sites/default/files/reports/The%20Economics%20of%20Terminal%20Dues_final%20r
eport%20300914.pdf (2014 Copenhagen Economics Report) (identifying multiple types of distortions). 

13 Docket No. IM2016-1, Separate Views of Acting Chairman Robert G. Taub, August 31, 2016, 
at 6. 
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of its ACDs from Fiscal Year 2015 to Fiscal Year 2020 because they were not 

equivalent to domestic postage rates in the destination country.14  As Commissioner 

Acton observed in his separate view in 2016, “[a] change of course toward more 

reasonable, non-discriminatory, cost-based rate setting seems needed.”15  

Discriminatory rates have the potential to be inconsistent with 39 U.S.C. § 403(c); 

accordingly, proposals 20.29.1 and 20.30.1.Rev 1 may be inconsistent with that 

provision.  Furthermore, as observed by the Commission in its most recent FY 2020 

ACD, “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.”16 

The Commission recognizes that the proposed terminal dues represent an 

improvement over the current rates because proposals 20.29.1 and 20.30.1.Rev 1 

would increase the caps on terminal dues based on domestic rates and move towards 

the harmonization of terminal dues paid by all UPU country groups in 2025.  However, 

because the proposed terminal dues are still not equivalent to domestic rates, the 

Commission finds that they continue to be discriminatory. 

Moreover, the proposed terminal dues that are not equivalent to domestic 

postage rates in the destination country do not take into account “the value of the mail 

service actually provided each class or type of mail service to both the sender and the 

recipient, including but not limited to the collection, mode of transportation, and priority 

of delivery” as provided by 39 U.S.C. § 3622(c)(1). 

                                                            

14 FY 2020 ACD at 60; FY 2019 ACD at 58; FY 2018 ACD at 85; FY 2017 ACD at 68; FY 2016 
ACD at 66; FY 2015 ACD at 70. 

15 Docket No. IM2016-1, Separate Views of Commissioner Mark D. Acton, August 31, 2016, at 2. 

16 FY 2020 ACD at 60; see also FY 2019 ACD at 59; FY 2018 ACD at 85. 
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Accordingly, on balance, the Commission finds that proposals 20.29.1 and 

20.30.1.Rev 1 are inconsistent with the standards and criteria established by the 

Commission under 39 U.S.C. § 3622 for the aforementioned reasons. 
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Concurring Views of Chairman Kubayanda and Vice Chairwoman Poling 

We concur with the Views of the Commission that Proposal 20.18.1 is consistent 

with the standards and criteria set by the Commission under 39 U.S.C. § 3622, while 

Proposals 20.29.1 and 20.30.1.Rev 1 are inconsistent with the standards and criteria.  It 

is not certain the latter two proposals will be fully compensatory, but on their face, the 

proposals appear to implicate the 39 U.S.C. § 403 prohibition against undue or 

unreasonable discrimination in classification, rates, and fees.  These issues, however, 

merit a nuanced, robust discussion beyond what is available in this docket.  Remedying 

any deficiencies in the proposals and in the international postal system also requires a 

nuanced approach, and, in order to meet the goals of United States international postal 

policy as established in Title 39 Section 407(a), such remedies should be pursued by 

United States negotiators in the context of the multilateral postal system. 

Discrimination 

The facts of the terminal dues system are well established in this and previous 

Commission dockets.  Terminal dues establish compensation between designated 

postal operators for the processing and delivery of Inbound Letter Post items (letters, 

cards, flats and small packets).  They are not available to entities that are not 

designated postal operators. 

Several Annual Compliance Determinations have found terminal dues are “not 

equivalent” to domestic rates.  Differences in rates, however, are not sufficient to violate 

39 U.S.C. § 403.  Looking beyond the Single-Piece First-Class Mail stamp rate available 

to any mail user, the Postal Service’s price structure is rife with differential rates, 

including tariff and negotiated prices for bulk mailers, and a variety of carefully crafted 

discounts that are not available to all mail users.  The unique workshare discount 

system developed in the United States, approved by the Commission, and now codified 

in Title 39, is based on the ability to tailor rate discounts for a variety of operational and 

cost reduction goals. 
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Some key issues at stake in a robust finding of discrimination in violation of 39 

U.S.C. § 403 are establishing the appropriate benchmark for the analysis, and probing 

the rate differentials to determine whether they are “undue” or “unreasonable” as 

prohibited by the statutory provision.  For example, differential rates may be justified, 

theoretically, by differences in costs as well as operational issues. 

The record in this docket does not establish a nuanced discussion of these 

issues.  There are not sufficient cost or operational justifications in this docket to explain 

the differences between the proposed terminal dues and domestic rates (nor have they 

explained why a comparable domestic product cannot be created), while the finding of 

discrimination does not probe the appropriate benchmark or examine whether the rate 

differences are actually undue or unreasonable.  In the future, clearer findings 

underlying the Views on these matters should be further developed. 

Cost Coverage 

On their face, Proposals 20.29.1 and 20.30.1.Rev 1 could lead to inadequate 

cost coverage, but this issue also has a few nuances.  Cost coverage for the product is 

difficult to project through 2025.  Costs and cost coverage have fluctuated over the past 

several years, and Fiscal Year (FY) 2020 was unique for many postal costs in part due 

to the COVID-19 pandemic and its impact on transportation availability and other 

aspects of postal operations.  Furthermore, cost coverage recently improved with the 

move of Inbound Letter Post Small Packages and Bulky Letters or “E-format” product to 

the Competitive products category, and for the most part, out of the range of the 

proposals covered by these Views.  After the transfer of the E-format products to the 

Competitive category, the remaining portion of Market Dominant Inbound Letter Post is 

made up primarily of letters and flats.  The domestic letter market in the United States is 

subject to the letter monopoly, and Market Dominant products by definition do not face 

substantial competition, unlike the domestic package delivery market.  Therefore, there 
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should be less opportunity for these provisions to create the competitive distortions that 

Copenhagen Economics has previously identified.1 

Service Quality 

Terminal dues rates covered by these two proposals would also be subject to 

bonus payments for achieving predetermined service targets and penalties for falling 

short of those targets.  The Commission Views do correctly point out that the existing 

incentive has not been enough to achieve high quality service in practice, but this fact 

also requires a more nuanced interpretation.  There is nothing about the structure of 

these incentives that encourages poor service performance.  Instead, the ability to 

achieve service targets, and thereby receive higher remuneration for Inbound Letter 

Post items, is at least somewhat within the Postal Service’s direct control.2  Moreover, 

the Postal Service, by and large, does not meet service targets for the vast majority of 

its Market Dominant products, even without the existence of such incentives.3  By 

continuing to work for better results within the Universal Postal Union’s (UPU) existing 

service quality incentive system, the Postal Service can explore both more 

compensatory default terminal dues along with incentive structures that are properly 

calibrated to better incentivize high quality service performance for international mail 

                                                            

1 See generally Copenhagen Economics, Terminal Dues; Impact on financial transfers among 
designated postal operators of the Universal Postal Union 2018-2021 cycle agreements, September 22, 
2017, available at 
https://www.prc.gov/sites/default/files/reports/Terminal%20Dues_Impact%20on%20financial%20transfers
_FINAL%2022%20September%202017.pdf (quantifying specific types of distortions); Copenhagen 
Economics, The Economics of Terminal Dues Final report, September 30, 2014, available at 
https://www.prc.gov/sites/default/files/reports/The%20Economics%20of%20Terminal%20Dues_final%20r
eport%20300914.pdf (2014 Copenhagen Economics Report) (identifying multiple types of distortions). 

2 The Postal Service outlined four initiatives it is currently pursuing to improve its ability to deliver 
international mail and packages in line with UPU service performance targets, thereby improving its 
chance of receiving service quality bonus payments.  Docket No. ACR2020, Annual Compliance 
Determination, March 29, 2021, at 62 (FY 2020 ACD); Docket No. ACR2020, Library Reference USPS-
FY20-29, PDF file “FY20-29 Service Performance Report.pdf,” December 29, 2020, at 9-12.  Docket No. 
ACR2020, Responses of the United States Postal Service to Questions 1-30 of Chairman’s Information 
Request No. 5, February 2, 2021, questions 3, 6, 7. 

3 In the FY 2020 ACD, the Commission notes that the Postal Service achieved service targets for 
5 of 22 total Market Dominant products.  FY 2020 ACD at 98. 
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without jeopardizing the Postal Service’s ability to cover its costs, a result that would be 

consistent with several objectives of the postal statutes. 

Remedying Remaining Issues in Conformance with United States International 
Postal Policy 

While cost coverage is a moving target and the present terminal dues proposals 

cannot be proven to meet the standard of 100 percent cost overage, it is clear cost 

coverage would improve under the proposals compared to the status quo.  Proposals 

20.29.1 and 20.30.1.Rev 1 also move the terminal dues system toward harmonization of 

terminal dues among country groups, addressing another type of harm caused by the 

terminal dues system.  Some of the remaining issues in the terminal dues system are 

addressed rather aggressively.  The two proposals put forth an increase in terminal 

dues caps for format P/G items from 2021 to 2025 of 21.6 percent from Group I 

countries, 39.7 percent from Group II countries, 57.7 percent from Group III countries, 

and 78.1 percent from P/G items from least-developed countries Group IV during this 

time period, except for from some countries with flows under specified thresholds.4  

While the Commission has found that proposals 20.29.1 and 20.30.1.Rev 1 do not 

technically satisfy Commission standards and criteria in 39 U.S.C. § 3622, they improve 

cost coverage and are less discriminatory when compared to current rates, and would 

therefore be an improvement in postal policy. 

In addition to addressing the standards and criteria of 39 U.S.C. § 3622, in 

remedying outstanding issues at the UPU, negotiators should hew to the broad goals of 

39 U.S.C. § 407(a), which establish international postal policy for the United States. 

  

                                                            

4 27th UPU Congress document Congress-Doc 36.Rev.2, Integrated Remuneration Plan (2022-
2025) and Integrated Remuneration System (2022-2025), published June 24, 2021. 
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The subsection states: 

(a) It is the policy of the United States- 

(1) to promote and encourage communications between peoples 
by efficient operation of international postal services and other 
international delivery services for cultural, social, and economic 
purposes; 

(2) to promote and encourage unrestricted and undistorted 
competition in the provision of international postal services and 
other international delivery services, except where provision of 
such services by private companies may be prohibited by law of 
the United States; 

(3) to promote and encourage a clear distinction between 
governmental and operational responsibilities with respect to the 
provision of international postal services and other international 
delivery services by the Government of the United States and by 
intergovernmental organizations of which the United States is a 
member; and 

(4) to participate in multilateral and bilateral agreements with other 
countries to accomplish these objectives. 

 

Negotiating towards these goals simultaneously is undoubtedly challenging, as 

they can be contradictory and must be balanced carefully in practice.  While the 

Commission’s Views note that Proposals 20.29.1 and 20.30.1.Rev 1 are a potential 

affront to 39 U.S.C. § 407(a)(2), the other provisions of this section also provide 

guidance to negotiators while they work to remedy any outstanding concerns with the 

international postal system.  Continuing to work through multilateral postal agreements 

and institutions may provide additional economic and non-economic benefits in the long 

term, such as lowering transaction costs relative to negotiating many bilateral 

agreements and creating a more equitable international mail system that maximizes 

access to affordable communication for households and businesses in all member 

countries.  As these proposals largely govern rates for letters and flats rather than 

packets and parcels, these additional goals are particularly relevant in this discussion. 

These policy provisions, as a whole, balance the interests of a variety of postal 

stakeholders, including domestic mailers and service providers, exporters, and 
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consumers.  The appropriate approach to remedying the remaining deficiencies of the 

international postal system, while meeting the overall goals of 39 U.S.C. § 407(a), is to 

conduct negotiations within the multilateral postal system, continuing to push for fair 

rates, improved cost coverage, and greater flexibility for the United States, where 

appropriate. 



United States Department of State

Washington, D.C. 20520

www.state.gov

March 6, 2020

The Honorable Robert G. Taub
Chairman
Postal Regulatory Commission
901 New York Avenue, N.W., Suite 200
Washington, D.C. 20268-0001

Dear Mr. Chairman:

The Secretary of State requests that the Postal Regulatory Commission (PRC) provide its
views on the consistency of proposals to amend rates or classifications for market dominant
products or services within the Universal Postal Convention that will be considered at the
upcoming 27th Universal Postal Union (UPU) Congress with the standards and criteria
established by the Commission under 39 U.S.C. § 3622. As background, 39 U.S.C. § 407(c)(1)
provides that, before concluding any treaty, convention, or amendment that establishes" ... a rate
or classification for a product subject to subchapter I of chapter 36 [of title 39] ... " (i.e., a market
dominant product or service), the Secretary of State must" ... request the Postal Regulatory
Commission to submit its views on whether such rate or classification is consistent with the
standards and criteria established by the Commission under section 3622."

The Department of State looks forward to receiving the PRC's views and will extend due
deference to them. In order to allow sufficient time to factor the PRC's views into the United
States Government's positions for the UPU Congress, we ask that the PRC provide its views by
July 10, 2020, which is thirty days prior to the start of the Congress.

Thank you for your attention to this matter.

S~/C2
Nerissa J. Cook
Deputy Assistant Secretary
Bureau of International Organization

Affairs
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