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provided by appropriate USPS witness capable of providing an answer.
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ADVO/USPS-T31-1. USPS Witness Thress has estimated a cross-volume

elasticity of .04 for first class non-workshare mail with respect to enhanced carrier route

(ECR) mail.

(a)

(b)

Has this cross-volume elasticity been included into your Ramsey price
calculation for ECR mail? If not, please explain fully.

Please confirm that the positive cross-volume effect estimated by Witness
Thress can be considered a negative cross-price effect between these two
types of mail (a lower total response of first class mail to a higher rate for
advertising-related ECR mail). If you cannot confirm, pleasa explain fully.
Please confirm that the negative cross-price elasticity of first class mail with
respect to ECR mail can be derived through the chain rule of calculus as the
positive elasticity of the cross-volume effect multipled by the negative own
price elasticity with respect to enhanced carrier route mail. If you cannot
confirm, please explain fully.

Do you agree that incorporating this negative cross-price effect in your

analysis lowers the Ramsey price for ECR mail? Piease explain.




