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PRESIDING OFFICER’S INFORMATION REQUEST NO. 3 
 
 

(Issued August 3, 2010) 
 
 

The Postal Service is requested to respond to the following questions to clarify 

the record on its proposed rate adjustments under 39 U.S.C. 3622(d)(1)(E) and 39 CFR 

3010.60 of the Commission’s rules for rate adjustments in exigent circumstances, filed 

July 6, 2010.  To facilitate inclusion of the required material in the evidentiary record, the 

Postal Service is to have a witness attest to the accuracy of the answers and be 

prepared to explain, to the extent necessary, the basis for the answers at hearings.  To 

facilitate reference to this information at the hearings scheduled to begin on August 10, 

2010, responses should be provided no later than 12:00 noon, August 9, 2010. 

1. The discussion of the proposed price changes for First-Class Mail states that “the 

Postal Service does not believe that the erosion of single-piece mail through 

electronic diversion can be materially affected by limiting the growth of the stamp 

price.”  Statement of James M. Kiefer at 15.  It then goes on to assert that “many 

presort First-Class Mail customers may respond to large price increases, not by 

simply sending fewer pieces (the traditional elasticity effect), but by abandoning 

hard copy mail altogether.”  Id. at 17.   

a. Please provide all studies and analyses underlying the conclusion that 

electronic diversion of single-piece mail is essentially unaffected by price, 

while the electronic diversion of presort First-Class Mail is likely to exhibit 

a response to price beyond that anticipated by price elasticity.   
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b. Please confirm that the Postal Service believes that First-Class presort 

flats (11.9 percent proposed increase) are not as susceptible to 

price-driven electronic diversion as presort letters (5.9 percent proposed 

increase).  If confirmed, please provide all studies and analysis underlying 

this conclusion.  If not, please explain. 

2. The response to CHIR No. 2 question 6, states that one reason for proposing an 

11.9 percent increase for First-Class Mail presort flats “is the desire of the Postal 

Service to improve cost coverage for flats.”  While acknowledging the 

“unprecedented challenges” facing the periodicals industry, the Postal Service 

proposes an 8 percent increase for Periodicals Mail to improve its cost coverage.  

Statement of James M. Kiefer at 39.  In contrast, the Postal Service proposes a 

much smaller 5.1 percent increase for Standard Mail Flats, due to concern for the 

delicate financial position of the catalogue industry.  Id. at 28-30.  Please provide 

all studies and analyses relied upon to evaluate and compare the relative 

financial health of the periodicals industry, the catalogue industry, and industries 

that use First-Class presort flats.  Please also provide all other studies and 

analyses underlying the Postal Service’s evaluation of the relative ability of each 

industry to withstand postal rate increases of various sizes.  

3. The response to POIR No. 2, question 3 states that, “[t]he Postal Service expects 

the upward trend in usage [of Full-Service IMb] to continue at least until the use 

of the Full Service IMb option is required to receive automation discounts.”   

a. Please describe the Postal Service’s plans to require the use of 

Full-Service IMb to qualify for automation discounts, including the timing of 

such a requirement and plans to address the potential difficulties for 

smaller mailers in adopting Full-Service IMb (as opposed to Basic IMb). 

b. Please confirm that when Full-Service IMb is required to qualify for 

automation discounts, the percentage of automation pieces using 

Full-Service IMb will be 100 percent.  If not, please explain. 
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4. Please refer to the response to POIR No. 2, questions 8 and 9, including the 

spreadsheet “POIR.2.Q.1.8.10.xls” provided with the response. 

a. Please refer to tab ‘Reply Rides Free’ cells C20-C24.  While labeled as 

assumptions, some of these data appear to be taken from other sources 

(e.g., current volume between 1 oz. and 1.2 oz. = 1.34388220786953%).  

Please explain the rationale and provide the source for each of the 

assumptions.  

b. Please refer to tabs ‘SP Ltrs & Crds’ and ‘Presort Ltrs &Crds.’  The revised 

calculations incorporate the anticipated additional volume into the 

percentage rate increase by multiplying the estimated incremental 

volumes by new and current prices, with zero used as the current price.  

This has the effect of increasing the percentage rate change, which 

implies that the discount initiative is effectively a rate increase.   A possible 

alternative treatment would be to isolate the additional ounces that would 

be subject to the discount, and apply the current (12.5 cents) and 

proposed (0 cents) prices to the estimated volume of discounted additional 

ounces.  This would have the effect of showing the discount as reducing 

the percentage change in rates.  Another alternative, given the limited 

scope of the proposal, the unique and unusual requirements for eligibility, 

and its intended purpose of retaining marginal volumes through targeted 

discounts, would be to treat the initiative like NSAs and other special 

classifications by excluding it from the price change calculations.  Please 

explain the rationale for the method of incorporating the initiative into the 

price change calculations used by the Postal Service, including a 

discussion of why other alternatives were not used. 

c. See response to POIR No. 2, question 9.a.  Please indentify the data 

sources and methods of recording participants’: 
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i. volumes,  

ii. profitability,  

iii. use of ancillary materials and reply envelopes.  

5. Please refer to the Statement of James M. Kiefer on Behalf of the United States 

Postal Service commencing at page 28, line 23 which states, “[t]hese volume 

declines have helped to drive the Flats cost coverage down to only 82 percent.”  

Please explain how the decline in volume drove down cost coverage.   

6. Please refer to the Statement of James M. Kiefer on Behalf of the United States 

Postal Service at page 32, footnote 28 which states “[c]atalog advertising often 

leads to sales of shipping services for fulfillment, as well as additional follow-on 

advertising using the Standard Mail Flats product as well as other Mailing 

Services products.” 

a.  Please provide the percentage of all catalog advertising that leads to 

sales of shipping services for fulfillment. 

b. Please provide the percentage of shipping services for fulfillment (taken 

from your answer to subpart a.) that is provided by the Postal Service. 

c. Please provide a list of Postal Service products used by catalogers for 

fulfillment and the proportionate use of each product by catalogers. 

7. Please refer to the Statement of James M. Kiefer on Behalf of the United States 

Postal Service and the discussion of pricing of the Standard Mail Flats product.  

Reference is made commencing at page 32, line 12  to the “contribution that 

catalog advertising makes to the health of other Postal Service products.”  

Please provide an estimate of the contribution from other Postal Service products 

specifically generated by catalogs in FY 2009.  Please provide all inputs and 

assumptions used to derive this estimate and any studies or analyses that 

identify or that quantify this additional contribution. 
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8. Has the Postal Service determined the own-price elasticity for Standard Mail 

Flats?  If yes, please provide the elasticity and all backup documentation. 

9. Please refer to the Statement of James M. Kiefer on Behalf of the United States 

Postal Service commencing at page 28, line 21, where it states that volume 

declines exceeding 20 percent of the Flats product were driven by reductions in 

catalog mailings. 

a. Has the Postal Service conducted any studies to determine what 

percentage of the loss in Flats volume is due to conversion to letter-

shaped catalogs? 

b. Has the Postal Service conducted any studies to determine what 

percentage of the loss in Flats is due to co-mailing to qualify for Carrier 

Route? 

10. Please refer to the Statement of James M. Kiefer on Behalf of the United States 

Postal Service commencing at page 7, line 1, where it states that, “[w]e cannot 

afford to be short-sighted and take actions that will “fix” a coverage problem by 

permanently driving mail—mail that we believe will become profitable as the 

Postal Service and the mailing community adjust to operational and marketplace 

realities—or mail that is valued in the mailbox—out of the system.”  

a. Please confirm that the Postal Service’s position is that the value of the 

mail in the mailbox, especially for flat-shaped products, offsets the 

negative contribution.  If confirmed, please discuss the short- and long-run 

ramifications of this position. 

b. Please quantify the financial benefit to the Postal Service of each mail 

product or service that is valued in the mailbox.  Please provide all 

supporting documentation. 
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11. Please refer to the Statement of James M. Kiefer on Behalf of the United States 

Postal Service at page 8, line 20, discussing the wide range of considerations in 

developing these prices, including “vulnerable customer segments.”  

a. What customer segments are considered vulnerable?  Please provide any 

available studies used to support these conclusions. 

b. How does the Postal Service determine which customer segments are 

vulnerable in areas where no independent studies exist? 

12. Please refer to the Statement of James M. Kiefer on Behalf of the United States 

Postal Service, commencing at page 30, line 7, regarding closing the cost 

coverage gap for Standard Mail Flats.  Mr. Kiefer argues that because “postage 

accounts for approximately half the cost of mailing a catalog”, a large postal price 

increase would “put serious additional pressures on catalog mailers, thereby 

reducing postal volumes even further than they have already fallen.” 

a. Please explain what costs are included in “the cost of mailing a catalog” as 

used in the quotation above.   

b. Please provide the approximate percentage of a catalog mailer’s total 

operating expenses that is postage for mailing catalogs?  Please provide 

the source of this estimate. 

13. Please refer to the Statement of James M. Kiefer on Behalf of the United States 

Postal Service commencing at page 32, line 15.  With regard to Standard Mail 

Flats, it states that the Postal Service “is seriously concerned that taking 

aggressive action to close the gap through pricing alone in the early days of the 

expected recovery period might endanger the long-run health of the catalog 

industry and ultimately destroy this important segment of its business.”  Please 

also refer to USPS-R2010-4/9—Operations Plans for Flats.  On page 11, it 

states, “[t]he Postal Service believes that Standard Mail volumes are potentially 

sensitive to large price increases, which may precipitate ‘rate shock,’ given that 
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this mail is primarily composed of marketing material and other discretionary 

activities.” 

a. When determining the rate increase for Flats, did the Postal Service 

determine the effect on a typical cataloger that uses both Standard Mail 

Flats and Carrier Route flats? 

b. If yes, what effects were determined?  

c. Please provide the average percentage increase in rates for a typical 

cataloger? 

d. Could the effect of a greater increase in rates for Flats be tempered by a 

smaller increase for Carrier Route flats? Please explain. 

14. Please refer to the Statement of James M. Kiefer on Behalf of the United States 

Postal Service at page 30, footnote 25, which cites research from Comscore 

regarding online purchases by catalog recipients. 

a. Please provide this research. 

b. Who commissioned this research? 

c. What were the objectives of this research?  

15. In FY 2009, Confirm Service had a negative contribution.  Further, in response to 

POIR No. 1, question 11, the Postal Service stated that “it will ultimately be the 

level of Product Specific costs in any given year which will have the most 

significant impact on the performance of [Confirm Service].”  In Docket 

No. ACR2009, the Postal Service explained that Confirm Service’s fixed cost 

increased because of “an IT hardware upgrade (coding) and application 

development, so that Confirm could provide Full Service IMb data, and use 

updated technology.” 
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a. For FY 2010, has the Postal Service undergone any similar Confirm 

projects that would increase the attributable costs for Confirm Service? 

b. For FY 2011, does the Postal Service anticipate undertaking any similar 

Confirm projects? 

16. Please refer to the Postal Service’s response to POIR No. 1, questions 9-10, 

Excel file, “POIR1Q9.xls,” worksheet, ‘Change Calc,’ lines 42-44.  The Change 

Calc worksheet includes revenue indices for the three International Special 

Services products.  However, for International Ancillary Services and 

International Business Reply Mail, the indices differ with the Postal Service’s 

original filing (July 6, 2010).  See the table below.  

 

 

 

 

 

 

 

 

a. Please explain the difference in revenue indices for International Ancillary 

Services and International Business Reply Mail. 

b. Did the Postal Service revise the billing determinants for International 

Ancillary Services and International Business Reply Mail?  If yes, please 

provide the revised billing determinants. 

July 6, 2010 Filing

Percent

Change

Current Fees Planned Fees in Fees

Intl Ancillary Services $17,276,689 $19,305,230 11.741%
Intl Reply Coupon Service $24,644 $25,817 4.760%
Intl Business Reply Mail $132,223 $136,855 3.503%

July 23, 2010 Revised Filing

Percent

Change

Current Fees Planned Fees in Fees

Intl Ancillary Services $17,127,119 $19,148,671 11.803%
Intl Reply Coupon Service $24,644 $25,817 4.760%
Intl Business Reply Mail $189,725 $196,336 3.485%

Revenue Index

Transactions Multiplied by 

Revenue Index

Transactions Multiplied by 
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17. Please refer to the Exigent Request of the United States Postal Service, 

Attachment A, and the prices for outbound Single-Piece First-Class Mail 

International postcards (1125.6 Prices).  In Docket No. R2009-2, the proposed 

postcard price to Canada and Mexico was $0.75 and $0.79, respectively.  For the 

Exigent Request, the Postal Service proposes a uniform price for postcards to 

Canada and Mexico of $0.80.  Please explain the rationale for proposing a 

uniform price for postcards to Canada and Mexico in the Exigent Request. 

18. Please refer to the responses to POIR No. 2, questions 11 and 12.  For 

First-Class Mail International letters, flats, parcels, and cards, please explain the 

adjustment(s) made in the quarterly billing determinants for the hybrid year 

provided in the responses to questions 11 and 12, compared to the quarterly 

billing determinants reported in documents previously filed with the Commission. 

19. Please refer to the response to POIR No. 1, question 3(a) and (b).  Also, please 

refer to the UPU Convention, Article RL 215, paragraphs 5 and 6 (quoted below) 

concerning Quality of Service linked terminal dues: 

Article RL 215.5 

Provisional quality of service linked terminal dues rates shall 
be calculated by the International Bureau and notified by 
circular no later than 1 July of each year.  The provisional 
rates shall come into effect on 1 January of the following 
year and shall remain in force for the entire calendar year.  
The provisional terminal dues rates shall…include an 
incentive and an adjustment based on the quality of service 
results of the previous calendar year.   
 

Article RL 215.6 

Final quality of service linked terminal dues rates shall be 
calculated by the International Bureau following the 
publication of the final quality of service results relating to the 
calendar year in question.  The final quality of service linked 
terminal dues rates shall be notified by International Bureau 
circular no later than 1 May of the year following the 



Docket No. R2010-4 – 10 – 
 
 
 

calendar year in question and shall replace the provisional 
terminal dues rate previously issued for that calendar year.   

a. According to the above referenced articles, the International Bureau has 

already published the provisional terminal dues rates that will be in effect 

for CY 2010 and CY 2011.  Please provide a rationale for not using the 

known and certain provisional terminal dues rates for CY2010 and 

CY 2011 in calculating the percentage change in price for inbound First-

Class Mail International in Library Reference USPS-R2010-4/1, Excel file, 

Inbound FCMI Worksheets R2010-4.xls. 

b. Please discuss the merits of using a weighted average rate reflecting the 

CY2010 and CY2011 “provisional” terminal dues rates paid by countries in 

the target system and the CY2010 and CY2011terminal dues rates paid 

by countries in the transition system in calculating the percentage change 

in price for inbound First-Class Mail International in Library Reference 

USPS-R2010-4/1, Excel file, Inbound FCMI Worksheets R2010-4.xls. 

20. The following questions concern potential transportation savings identified in the 

Flats Strategy, USPS-R2010-4-LR-9. These improvements are estimated to be 

implemented during the test year 

a. Please provide the percentage of Flats that currently utilize the NDC 

network. 

b. When will the Redesign of NDC Mail Transportation Equipment (MTE) be 

completed? 

c. Please provide the estimated ROI for this project. 

d. When will the NDC/Surface Transportation Center Integration be 

completed? 

e. Please provide the estimated ROI for this project. 
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21. The following questions concern the estimated savings from the implementation 

of the FSS provided in USPS-LR-R2010-4-NP-2: 

a. Please provide the total amount of cost savings estimated for the FSS in 

FY 2010 and FY 2011. 

b. Please provide the source and methodology for that estimate. 

c. USPS OIG Audit DA-AR-10-007, concerning the performance projection of 

the FSS in the FY 2010 Q1 Investment Highlights, states that the 

estimated savings from the FSS machines do not comport with the DAR 

methodology or current performance.  How does the methodology 

described in subpart b. differ from the methodology used in the Q1 

FY 2010 Investment Highlights. 

22. According to the Flats Strategy, USPS-R2010-4-LR-9, the estimated date of 

implementation for the programs listed below is after FY 2011. For each 

program, as available, please provide the following:  (1) a description of the 

concept; (2) when the decision to implement the concept will be made; and (3) 

any available additional detail concerning cost savings estimates for: 

a. Automated Flats Preparation; 

b. Automated Package and Bundle Sorter; 

c. Material Handling; 

d. Utilize a single Incoming Secondary run for all flats; 

e. Route Optimization 100 Percent Street Routes; and 

f. Facility Optimization. 

23. According to the Flats Strategy, USPS-R2010-4-LR-9, the estimated date of 

implementation for the programs identified below occurs before or during 

FY 2011.  
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a. Equipment Optimization 

i. Please provide the percentage of bundles currently processed in a 

non-optimal fashion on the SPBS or manually. 

ii. Please provide the FY 2009 APPS operational run-time availability, 

excluding maintenance time. 

iii. Please provide the FY 2009 APPS run-time. 

iv. Please provide the percentage of pieces currently processed in a 

non-optimal fashion by manual sort. 

v. Please provide the FY 2009 AFSM operational run-time availability, 

excluding maintenance time. 

vi. Please provide the FY 2009 AFSM run-time. 

b. Reduce mixed-states consolidation processing locations (L009) and 

optimize mixed-states flow 

i. Please provide the current cost of the L009 operation. 

ii. When will consolidation be completed? 

iii. What will be the effect on service of consolidation? 

iv. Please provide the savings from consolidation. 

c. Realign operating and transportation plan to improve utilization 

i. Please provide the current nationwide standard for Critical Entry 

Times. 

ii. Please provide the percentage of mail tendered after the Critical 

Entry Time. 
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d. Shifting distribution from Post Office Operations (Function 4) to Mail 

processing Operations (Function 1) 

i. Please provide the percentage of mail currently processed in 

Function 4. 

ii. Please provide or discuss the Postal Service’s plan for centralizing 

the processing of flats to Function 1. 

 

 

  

 

 

Ruth Y. Goldway 
Presiding Officer 


