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 The American Postal Workers Union, AFL-CIO (APWU) submits the following 

comments on the First Class workshare discounts in response to Commission Order 

No. 180 filed February 12, 2009.   

 The Postal Service filing in this case departs significantly from the workshare 

discount requirements of 39 U.S.C. § 3622(e).  In its February 12, 2009, Notice and 

Order, the Commission noted “that the average change [in rates], in some instances, 

includes significant percentage changes within a class” and that “several worksharing 

discounts vary significantly from passing through 100 percent of avoided costs.” Order 

No. 180 at 2. In CHIR 1, the Commission asked: 

Please provide the Commission with a rationale explaining why the established 
cost avoidance methodology is not used and why the Postal Service chose to 
employ a new methodology at this time considering the limited time frame and 
scope of this rate adjustment review. The rationale should include an 
explanation of any changed circumstances over the last year requiring such 
change and a discussion of why it would not be more appropriate to consider 
these methodological issues in a separate rulemaking where public comment 
could be fully evaluated. 
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In response to this request, the Postal Service has taken the position that the 

Commission’s question is irrelevant because the Postal Service has decided to de-link 

single piece First Class rates from First Class rates for workshared mail.   

 In de-linking single piece and workshared First Class rates, the Postal Service 

is taking an action that the Commission has repeatedly declined to approve.  To say 

the least, “it would be more appropriate to consider these methodological issues in a 

separate rulemaking where public comment could be fully evaluated.”  CHIR 1, at 3. 

 The Postal Service states that it “believes” that presort First-Class Mail has 

both distinct cost and market characteristics from single-piece First-Class Mail 

(including BMM).”  USPS Response to CHIR 1, at 2.  We observe that a “belief” is not 

a sufficient basis for a methodological change of this magnitude, particularly one that 

has been proposed repeatedly in the past and regularly rejected by the Commission.  

There is no justification in this record for this change, nor could there be given the 

limited nature of this proceeding.  On this record, there is no justification for the 

apparent departure from the standards of Section 3622(e). 

 We recognize that Rule 3010.13(b) provides that public comments should focus 

primarily on whether planned rate adjustments comply with the limitations established 

in 3010.11 and 3010.28.  In this instance, however, the Postal Service has filed a 

Notice of Proposed Rate Adjustment that, on its face, violates Section 3622(e).  We 

are constrained, therefore, to emphasize that fact. 

 On January 30, 2009, the APWU made the following statement in its Initial 

Comments in Docket No. ACR2008: 

 “In its Compliance Determination for Fiscal Year 2007, the Commission  
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observed that  
 

A decision to change the framework used for measuring worksharing  
cost avoidance should await a more complete airing of the pros and  
cons of the alternatives.  

 
FY 2007 ACR at pp.63-64 (March 27, 2008). The Commission also observed  

that  
 

The logic of restricting worksharing analysis to intra-subclass rates does  
not necessarily translate directly into restricting analysis to intra-product  
rates. Whereas subclasses under the PRA were defined as having  
distinct cost and demand characteristics, products are defined in the  
PAEA as having distinct cost or demand characteristics. Whether or not  
a rate differential is a worksharing discount may depend, in part, on  
whether the categories in question have substantially similar demand  
characteristics.  

 
Id. For these reasons, and for the additional reasons stated below, the APWU urges  

the Commission to uphold and enforce its previous decisions on the effort by the  

Postal Service to de-link workshared mail from its BMM benchmark. The effort by  
 
the Postal Service to de-link single piece mail and workshared mail was discussed  
 
and rejected by the Commission as recently as R2006-1. Its return to that rejected  
 
approach in the FY 2007 ACR and again in this filing makes it clear that the Postal  
 
Service intends to adhere to its new de-linked approach and to seek through the  
 
incremental advancement of this change to obtain the Commission’s tacit or active  
 
acquiescence without being required to justify this change in legal or economic  
 
terms.  
 
 Despite the clarity of Commission’s instructions in the FY 2007 ACR, and  

despite the fact that the Commission has explicitly stated that the separation  

between product categories does not dictate a de-linking of rates of different  

products, the Postal Service is seeking to treat the de-linking as a fait accompli.  
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This approach is no more justified than it was in R2006-1 and the FY2007 ACR.  

Based on the record in this case, the fact that the workshare discounts provided  

exceed costs avoided is unjustified and in violation of the workshare discount  

restrictions of 39 U.S.C. § 3622(e).” 
 
 These Comments from ACR2008 are equally applicable to the Postal Service’s 

Notice of Price Adjustment in R2009-2.   

 The Postal Service is seeking to justify its violation of the workshare 

requirements of the PAEA in two ways.  First, it states that it “believes” that presort 

First-Class Mail has both distinct cost and market characteristics from single-piece 

First-Class Mail (including BMM).”  USPS Response to CIR 1, at 2.  The APWU 

believes that the Postal Service is wrong on both counts.  The costs of processing 

Bulk Metered Mail differ from the costs of processing workshared mail because of the 

worksharing activities that justify worksharing discounts.  Congress was well aware of 

the decisions of the Commission related to worksharing discounts when it adopted 

Section 3622(e).  Despite the asserted belief of the Postal Service to the contrary, the 

relevant cost characteristics of BMM and workshared mail are the same. 

 We observe that, beginning May 11, 2009, the Postal Service will use its 

MERLIN verification system to impose certain change update compliance 

requirements for letter mail to receive workshare discounts.  First-Class workshared 

letter mail that does not meet these requirements will be assessed at the Single Piece 

Rates, and Standard Mail will be assessed at 7 cents per piece.  This decision by the 

Postal Service emphasizes the demand similarities between single piece and 

workshared mail. 
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 Secondly, the Postal Service has relied on the fact that it chooses to raise 

single piece rates by two cents, asserting that “[o]nce the decision was made to 

increase the stamp price to 44 cents … it was obvious that presort prices would have 

to increase by less than the cap of 3.8 percent to keep the First-Class mail as a whole 

within the cap.”  We observe, first, that the statutory requirement that single-piece First 

Class Rates be combined with Workshare First-Class Rates confirms the need to link 

single piece and workshared letter mail for purposes of rate design.   

 Moreover, the Postal Service had alternatives to the proposed two-cent 

increase that would have permitted it to maintain the required relationship between 

single piece and workshared rates.  Having chosen to increase single piece rates by 

two cents, with the result that excessive workshare rates have been driven further out 

of compliance with the requirements of Section 3622(e), it is not now sufficient for the 

Postal Service simply to contend, as it seems to be doing, that it is inconvenient for it 

to comply with the law.  It must either eliminate the excessive discounts or seek to 

justify them by reference to Section 3622(e). 

 We are not unmindful of the need of the Postal Service to increase its revenue 

by approaching the ceiling on rate increases as closely as possible in this case.  But 

neither the Postal Service nor the Commission should lose sight of the fact that 

Congress chose to depart from a revenue requirement rate-making model, and chose 

to adopt, in Section 3622, the teachings of the Commission on workshare discounts.  

We recall that the Board of Governors of the Postal Service ultimately opposed the 

passage of the PAEA.  No doubt anticipation of difficulties of the sort faced by the 
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Postal Service in this case was among the reasons for that opposition.  But these 

difficulties cannot justify ignoring the plain requirements of Section 3622 of the Act. 

 On the record in this case, the Commission must find that the Postal Service 

has proposed rates that violate Section 3622(e).  We respectfully suggest that the 

Commission consider, and invite evidence and comment on, the possibility that the 

proposed excessive workshare discounts may be justified on the ground that rates 

exceeding the cap on rate increases for First Class mail would create rate shock and 

therefore may be justified until they can be phased out in future rate proceedings.  See 

39 U.S.C. § 3622(e)(2)(b). 

    Respectfully submitted,  

 
 
   Darryl J. Anderson 
   Jennifer L. Wood 
   Counsel for American Postal Workers Union, AFL-CIO 


