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I. INTRODUCTION 

The Postal Service seeks to add a new product, Inbound Air Parcel Post at 

Universal Postal Union (UPU) Rates, to the Competitive Product List.  For the reasons 

discussed below, the Commission approves the Request. 
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II. BACKGROUND 

On November 17, 2009, the Postal Service filed a request pursuant to 39 U.S.C. 

3642 and 39 CFR 3020.30 et seq. to add Inbound Air Parcel Post at Universal Postal 

Union (UPU) Rates to the Competitive Product List.1  The Postal Service asserts that 

Inbound Air Parcel Post is a competitive product within the meaning of 39 U.S.C. 

3632(b)(3). 

The Postal Service states that prices and classifications underlying these rates 

are supported by Governors’ Decision No. 09-15.2  Id. at 1-2.  This Request has been 

assigned Docket No. MC2010-11. 

The Postal Service states that Governors’ Decision No. 09-15 establishes the 

prices for Inbound Air Parcel Post at UPU Rates and the changes in classification 

necessary to implement those prices.  Id. at 3.  Governors’ Decision No. 09-15 

authorizes inward land rates when there is no contractual relationship with the tendering 

postal operator at the highest inward land rate for which the United States is eligible 

under the Parcel Post Regulations.  Id.  These rates are assigned Docket No. CP2010-

11. 

Request.  In support of its Request, the Postal Service filed the following 

materials:  (1) an application for non-public treatment of pricing and supporting 

documents filed under seal; 3 (2) a Statement of Supporting Justification as required by 

                                            
1  Request of the United States Postal Service to Add Inbound Air Parcel Post at Universal Postal 

Union (UPU) Rates to the Competitive Products List, Notice of Establishment of Prices and Classifications 
Not of General Applicability for Inbound Air Parcel Post at UPU Rates Established in Governors’ Decision 
No. 09-15, and Application for Non-Public Treatment of Materials Filed Under Seal, November 17, 2009 
(Request). 

2  The Request and Governors’ Decision both note that the classification for Inbound Air Parcel 
Post was originally proposed by the Postal Service for the Mail Classification Schedule language in 
response to Docket No. RM2007-1, Order Establishing Ratemaking Regulations for Market Dominant and 
Competitive Products, October 29, 2007 (Order No. 43).  Id. at 1. 

3  Attachment 1 to the Request. 
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39 CFR 3020.32;4 (3) a redacted version of Governors’ Decision No. 09-15 establishing 

prices and classifications for Inbound Air Parcel Post at UPU Rates, certification of the 

Governors’ vote, a certification of compliance with 39 U.S.C. 3633(a), proposed Mail 

Classification Schedule (MCS) language, and a Management Analysis of Inbound Air 

Parcel Post at UPU Rates.5 

Inbound Air Parcels are eligible to receive transportation by air rather than 

surface.  Governors’ Decision No. 09-15 at 2.  The Postal Service indicates that the 

United States receives both air and surface parcels from foreign postal administrations 

which compensate the Postal Service for delivery of these parcels in the United States.  

It maintains that it has negotiated separate agreements for parcel rates with certain 

foreign posts, but most compensate it at the United States default rates for inbound 

parcel delivery.  The default rates are known as inward land rates.  The Postal Service 

notes that inward land rates are set according to formulas in the UPU Parcel Post 

Regulations which constitute international law.  More specifically, the UPU Postal 

Operations Council sets these rates.  Request at 2.   

The Postal Service states that UPU Parcel Post Regulations require that rates 

are based on a percentage of each member’s inward land rate in 2004.6  UPU members 

may qualify for percentage “bonuses” to their base rate based upon their provision of 

certain value-added services.7  The Postal Service states it is responsible for gathering 

information that the UPU Postal Operations Council uses to calculate the rates, 

including completion of a questionnaire on service bonus eligibility, and submission of 

annual inflation information from the Consumer Price Index for All Urban Consumers.  It 

                                            
4  Attachment 2 to the Request. 
5  Attachment 3 to the Request.  
6  The Postal Service states that the Parcel Post Regulations also permit members to seek an 

“inflation-linked increase” to its base inward land rate up to a cap of 5 percent. 
7  The Postal Service states that services such as “track and trace, home delivery, published 

delivery standards, and use of a common inquiry system” qualify UPU members for bonuses.  Id.  
Members may also seek an inflation-related adjustment to the base rate which is capped at 5 percent per 
year. 
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explains that the UPU uses this information from the member posts and publishes an 

annual notice in the fall establishing each postal administration’s parcel rates for the 

following year.  Request at 3. 

The Postal Service states that because of the unique situation of setting inward 

land rates, it chose to establish rates for inbound air parcels by reference to the 

Universal Postal Convention.  Id. 

In the Statement of Supporting Justification, Brian Hutchins, Manager, 

International Postal Relations, asserts that the product satisfies 39 U.S.C. 3633(a).  Id., 

Attachment 2, at 1-2. 

W. Ashley Lyons, Manager, Regulatory Reporting and Cost Analysis, Finance 

Department, certifies that the contract complies with 39 U.S.C. 3633(a).  Request, 

Attachment 3.  He asserts that the prices for Inbound Air Parcel Post at UPU Rates 

“should cover its attributable costs and preclude the subsidization of competitive 

products by market dominant products.”  Id. 

The Postal Service filed much of the supporting materials under seal.  In its 

Request, the Postal Service maintains that certain portions of Governors’ Decision No. 

09-15 and related financial information should remain confidential including portions of 

the management financial analysis of Inbound Air Parcel Post at UPU Rates and the 

accompanying analyses that provide prices, terms, conditions, cost data, and financial 

projections should remain under seal.  Request at 2.  Prices and classification changes 

established in Governors’ Decision No. 09-15 are scheduled to take effect January 1, 

2010.  Governors’ Decision No. 09-15 at 2. 

In Order No. 345, the Commission gave notice of the two dockets, appointed a 

public representative, and provided the public with an opportunity to comment.8  

                                            
8  PRC Order No. 345, Notice and Order Concerning Adding Inbound Air Parcel Post at UPU 

Rates to Competitive Product List, November 20, 2009 (Order No. 345). 
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III. COMMENTS 

Comments were filed by the Public Representative.9  No other interested person 

submitted comments.  The Public Representative states the Postal Service Request 

complies with applicable provisions of title 39, Commission rules, and the UPU.  Id. at 1.  

He also notes the Postal Service has provided a rationale for non-public treatment of 

the information under seal.  Id. at 2. 

The Public Representative theorizes that in the instant agreement the Postal 

Service has not shown the cost coverage for Inbound Air Parcel Post is in compliance 

with 39 U.S.C. 3633.  Id. at 4.  He states that the Commission will have the ability to 

gain further information to determine cost coverage for this product with issuance of the 

Annual Compliance Determination (ACD).  Id.  However, the Public Representative 

concludes that the Postal Service’s proposal results in a benefit to its customers and the 

general public.  Id. at 5. 

IV. COMMISSION ANALYSIS  

The Commission has reviewed the Request, the agreement, the financial 

analysis filed under seal, and the comments filed by all parties. 

Statutory requirements.  The Commission’s statutory responsibilities in this 

instance entail assigning the Inbound Air Parcel Post at UPU Rates to either the Market 

Dominant Product List or to the Competitive Product List.  39 U.S.C. 3642.  As part of 

this responsibility, the Commission also reviews the proposal for compliance with the 

Postal Accountability and Enhancement Act (PAEA) requirements.  This includes, for 

proposed competitive products, a review of the provisions applicable to rates for 

competitive products.  39 U.S.C. 3633. 

                                            
9  Public Representatives Comments in Response to United States Postal Service Filing of 

Request to Add Inbound Air Parcel Post at UPU Rates to the Competitive Products List, December 7, 
2009 (Public Representative Comments). 
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Product list assignment.  In determining whether to assign Inbound Air Parcel 

Post at UPU Rates to the Market Dominant Product List or the Competitive Product List, 

the Commission must consider whether “the Postal Service exercises sufficient market 

power that it can effectively set the price of such product substantially above costs, 

raise prices significantly, decrease quality, or decrease output, without risk of losing a 

significant level of business to other firms offering similar products.”  39 U.S.C. 

3642(b)(1).  If so, the product will be categorized as market dominant.  The competitive 

category of products shall consist of all other products. 

The Commission is further required to consider the availability and nature of 

enterprises in the private sector engaged in the delivery of the product, the views of 

those who use the product, and the likely impact on small business concerns.  

39 U.S.C. 3642(b)(3). 

The Postal Service asserts that it does not have discretion to establish the 

formula for prices for Inbound Air Parcel Post at UPU Rates and therefore there is no 

connection between prices and the Postal Services’ market role.  Request, Attachment 

2, ¶ (d).  It affirms, as discussed above, that inward land rates are set based on 

formulas in the UPU Parcel Post Regulations which constitute international law.  Under 

the Universal Postal Convention, postal operators tender air parcels to each other for 

delivery in the destination country at prices set by the UPU Postal Operations Council, 

except where postal operators have negotiated alternative prices for air parcels.  

Governors’ Decision No. 09-15 at 1.  As described above, annually, UPU members may 

elect to send the UPU secretariat inflation information in accordance with the Parcel 

Post Regulations in order to seek an “inflation–linked increase” to its base inward land 

rate up to a cap of 5 percent.  Additionally, UPU members may qualify for “bonuses” to 

their new base rate if they provide certain value–added services, such as home 

delivery. 

The Postal Service states that the United States completes a survey each year to 

qualify for the bonus based on its eligibility.  Id.  At the end of each year, the UPU’s 
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secretariat publishes each member’s inward land rates based on its inflation information 

and questionnaire responses.  Id.  The Postal Service states that new rates are 

implemented at the beginning of the next calendar year and are effective until the end of 

that year.  Id.  Therefore, it concludes it does not exercise market power over this 

product relative to pricing.  Request, Attachment 2, at 2. 

The Postal Service states there are private consolidators, freight forwarders, and 

integrators who can provide similar services.  Id. at 3, ¶ (f).  It further states that this 

agreement has been classified as competitive because of its exclusion from the letter 

monopoly and the level of competition in the relevant market.  Id. at 3. 

The Postal Service notes that even though some incoming parcels subject to this 

agreement may contain letters, the prices paid under the agreement are higher than six 

times the rate for the current price of a one-ounce, single-piece First-Class Mail letter. 

Id., ¶ (e).  It also remarks that international parcel service has been a feature of the 

UPU system for decades which it suggests means that the international community 

finds the terms and conditions of the agreement satisfactory since there are competitive 

services available from private enterprises.  The Postal Service states however, that it 

has no specific data on foreign postal operators or their customer’s views on the 

regulatory classification of Inbound Air Parcel Post at UPU Rates.  Id., ¶ (g).  The Postal 

Service states that the proposed modification is unlikely to have an impact on small 

business concerns since the product has been available for decades, and this 

agreement does not affect the availability of the service or the terms and conditions 

which affect small business.  Id., ¶ (h).  The Postal Service notes that the proposed 

modification does not concern a change in the rates for which the Postal Service 

exercises discretion, but this proceeding formally presents the product for review by the 

Commission.  Id., ¶ (i). 

The Postal Service’s Request notes that it has previously taken steps to add 

Inbound Air Parcel Post paying rates established through the UPU to the competitive 
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products list and refers to Order No. 43.10  In Order No. 43, the Commission classified 

Inbound Air Parcel Post in the MCS as a competitive product, which included those at 

UPU rates.  The Postal Service subsequently filed a negotiated service agreement with 

Royal Mail for Inbound Air Parcel Post which the Commission approved in Order No. 

218, adding it as a new product to the Competitive Product List.11 

The Postal Service proposes to add Inbound Air Parcel Post at UPU rates as a 

new product.  See Request at 1.  Thus, the Request presents for regulatory review a 

new product, Inbound Air Parcel Post at UPU Rates, for inclusion in the MCS. 

Having considered the statutory requirements, the support offered by the Postal 

Service, and all comments, the Commission finds that Inbound Air Parcel Post at UPU 

Rates is appropriately classified as a competitive product and that it shall be added to 

the Competitive Product List. 

The existing category, Inbound Air Parcel Post, shall be renamed Inbound Air 

Parcel Post (at non-UPU rates).  Currently, this category includes the Royal Mail 

Inbound Air Parcel Post Agreement. 

Cost considerations.  The Postal Service presents a financial analysis showing 

that the Inbound Air Parcel Post at UPU Rates product covers its attributable costs, 

does not result in subsidization of competitive products by market dominant products, 

and increases contribution from competitive products. 

Based on the data submitted, the Commission finds that Inbound Air Parcel Post 

at UPU Rates should cover its attributable costs (39 U.S.C. 3633(a)(2)), should not lead 

to the subsidization of competitive products by market dominant products (39 U.S.C. 

3633(a)(1)), and should have a positive effect on competitive products’ contribution to 

institutional costs (39 U.S.C. 3633(a)(3)).  Thus, an initial review of the proposed 

                                            
10 See Docket No. RM2007-1, Order Establishing Ratemaking Regulations for Market Dominant 

and Competitive Products, October 29, 2007 at ¶ 3030 “[A]ir Parcel Post Shipments are appropriately 
classified as competitive.” 

11  See Docket Nos. MC2009-24 and CP2009-28, Order Concerning Royal Mail Inbound Air 
Parcel Post Negotiated Service Agreement, May 29, 2009. 
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Inbound Air Parcel Post at UPU Rates agreement indicates that it comports with the 

provisions applicable to rates for competitive products. 

In conclusion, the Commission approves Inbound Air Parcel Post at UPU Rates 

as a new product.  The revision to the Competitive Product List is shown below the 

signature of this Order and is effective upon issuance of this Order. 

V. ORDERING PARAGRAPHS 

It is Ordered: 

1. Inbound Air Parcel Post (at UPU Rates) is added to the Competitive Product List 

as a new product. 

2 The existing Inbound Air Parcel Post category which includes the Royal Mail 

Group Inbound Air Parcel Post Agreement shall be renamed Inbound Air Parcel 

Post (at non-UPU rates). 

3. The Secretary shall arrange for the publication of this Order in the Federal 

Register. 

 
By the Commission. 

 
 
 

Shoshana M. Grove 
Secretary 
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CHANGE IN MAIL CLASSIFICATION SCHEDULE 
CHANGE IN PRODUCT LIST 

 
 

The following material represents changes to the product list codified at 39 CFR 

Appendix A to Subpart A of Part 3020—Mail Classification Schedule.  These changes 

are in response to Docket Nos. MC2010-11 and CP2010-11.  The Commission uses 

two main conventions when making changes to the product lists.  The addition of text is 

indicated by underscoring.  Deleted text is indicated by a strikethrough. 
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Part B—Competitive Products 

2000 Competitive Product List 

* * * * * 

Priority Mail 

* * * * * 

Inbound Air Parcel Post (at non-UPU rates) 

Royal Mail Group Inbound Air Parcel Post Agreement 

Inbound Air Parcel Post (at UPU rates) 

* * * * * 

 
 


