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TO INTERROGATORY OF DOUGLAS CARLSON
(DFC/USPS—40)

The United States Postal Service hereby provides the response of witness
Mayes to the following interrogatory of Douglas Carlson: DFC/USPS—40, filed on
February 17, 2000. The interrogatory has been redirected from the Postal Service to
witness Mayes for response.

The interrogatory is stated verbatim and is followed by the response.
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RESPONSE OF POSTAL SERVICE WITNESS MAYES TO DFC INTERROGATORIES
REDIRECTED FROM UNITED STATES POSTAL SERVICE

DFC/USPS-40. One factor the Commission considers in recommending postal
rates is “the available alternative means of sending and receiving letters and
other mail matter at reasonable costs.” 39 U.S.C. [section] 3622(b)(5). Please
explain how this criterion affects the Postal Service's requests for particular rates
and cost coverages. For example, if no available alternative means exist to a

particular service, does this fact imply a higher cost coverage for this service, or
does it imply a lower cost coverage for this service?

Response:

Please refer to my testimony, beginning at page 20, where | discuss criterion 5 in
the context of the rate level for each subclass. As | noted at page 5 of my
testimony, “the lack of reasonable alternatives will reduce the measured price
elasticity.” The associated low own-price elasticity of demand can be taken to
indicate a high value of service which criterion 2 would suggest be associated
with a relatively high cost coverage. Because this consequence of available
alternatives and the implications for a higher cost coverage are considered under
criterion 2, criterion 5 has often been interpreted as providing a basis for deciding
when a cost coverage should be mitigated, especially when alternatives are
limited for some subset of the postal customers in question. Should there be
abundant viable alternatives, suggesting a higher own-price elasticity and a lower
cost coverage under consideration of criterion 2, criterion 5 has not generally
been used to indicate that a higher cost coverage is necessary. It is my
understanding that in the past, the Commission has cited some conflicting views
of the implications of criterion 5, indicating that the existence of alternatives

could lead to either an increase or decrease in rate level.




DECLARATION

1, Virginia J. Mayes, declare under penalty of perjury that the foregoing answers

are true and correct, to the best of my knowledge, information, and belief.

\@b%‘”“?‘“

Dated: R -2 - 30
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AN D el

Michael T. Tidwell

475 L'Enfant Plaza West, S.W.
Washington, D.C. 20260-1137
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NOTICE OF THE UNITED STATES POSTAL SERVICE CONCERNING ERRATA
TO LIBRARY REFERENCE I-160 (ERRATUM})

The United States Postal Service hereby provides notice of the filing of errata to
one page of Library Reference 1-160. Filed on January 12, 2000, the library reference
contains 25 footnotes on page 3 of Section B.‘ The formulae in the second column
of footnotes (17 through 25) contain erroneous input references. For instance, footnote
17 reads “[10] / [13]", when it should read “[11] / {14]"; and footnote 25 reads “[22] +
[23])", but should read “[23] + [24]".

A copy of revised page 3 of Section B of USPS-LR-I-160 is attached.

This revised page 3 of Section B, with corrected footnotes 17 though 25, replaces the
page originally filed as a part of USPS-LR-1-160 on January 12, 2000.
Respectfully submitted,

UNITED STATES POSTAL SERVICE
By its attorneys:

Daniel J. Foucheaux, Jr.
Chief Counsel, Ratemaking
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