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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORY OF THE GREETING CARD ASSOCIATION 

(REDIRECTED FROM WITNESS BERNSTEIN) 

GCAIUSPST41-64. For each postal function listed below does the supply curve 
exhibit: constant returns to scale, decreasing returns to scale, or increasing returns to 
scale? 

Mail processing 
Delivery 
Collection 
Transportation 
Window Service 
Other Retail Services 

For each answer provide the empirical studies which support it, indicating in each case 
whether the study is of academic (or otherwise independent) origin. 

RESPONSE: 

First, to the extent that the economic concept of a “supply curve” applies in perfectly 

competitive markets, it would not appear to apply to the Postal Service, which does not 

operate in a perfectly competitive market. Even if the question were restated in terms 

of cost curves, however, lt is difficult to answer the question as stated because the 

Postal Service tends to conduct its cost analyses at levels of aggregation other than 

those specified in the question. Moreover, the question of exactly what constitutes 

economies of scale, as opposed to any other possible types of economies, is an issue 

that exceeds the scope of this response. Nevertheless, it can be stated that an 

examination of the base year costs reported in this case by witness Meehan (USPS-T- 

1 l), and of the supporting testimonies in this and previous cases which present the 

analyses upon which the base year costs are estimated, reveals that for at least some 

aspects of mail processing costs, delivery costs (city and rural), collection costs (which 

are included within the analysis of city carrier costs), purchased transportation, and 



window services, volume variable costs are less than 100 percent of accrued costs. 

Similar information (albeit with respect to FY 1998 rather than BY 1998) can be 

obtained from LR-I-I, Summary Description of USPS Development of Costs by 

Segments and Components, Fiscal Year 1998). The Postal Service does not have a 

category of costs that can readily be identified as “Other Retail Services.” 
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