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NOTICE OF THE UNITED STATES POSTAL SERVICE  
OF CHANGES IN RATES OF GENERAL APPLICABILITY  

FOR A COMPETITIVE PRODUCT,  
ESTABLISHED IN GOVERNORS’ DECISION NO. 11-2 

(February 17, 2011) 
 

 Pursuant to 39 C.F.R. § 3015.2, the United States Postal Service hereby gives 

notice of changes in rates of general applicability and of concomitant classification 

changes for a competitive product – specifically, Parcel Select.  In accordance with § 

3015.2(b), this notice provides the Governors’ Decision establishing the changes, 

including a statement of explanation and justification, which orders the changes into 

effect on April 17, 2011, and a certification of the Governors’ vote. 

Attached to this notice is a schedule showing new prices and related 

classification changes incorporated into a revised draft of the competitive products of 

general applicability section of the Mail Classification Schedule.  Classification changes 

established by this Governors’ Decision are shown in legislative format.  Also attached 

is an Application for Non-Public Treatment for certain material in the Governors’ 

Decision that has been redacted in the attached version.  An unredacted version has 

been filed under seal with the Commission. 

The price and classification changes that establish the Regional Ground offering 

will not materially affect the ability of the Parcel Select product as a whole to cover its 
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costs and make an appropriate contribution to institutional costs, as compared to the 

financial workpapers recently presented in Docket No. CP2011-26. 

The Governors’ Decision and record of proceedings will be sent for publication in 

the Federal Register in accordance with 39 U.S.C. § 3632(b)(2). 

 

 Respectfully submitted, 
 
 UNITED STATES POSTAL SERVICE 
 By its attorneys: 
 
 
 Daniel J. Foucheaux, Jr. 
 Chief Counsel, Pricing and Product Support 
  
  
 Elizabeth A. Reed 
 
 
475 L'Enfant Plaza West, S.W. 
Washington, D.C. 20260-1137 
(202) 268-3179, Fax -6187 
Elizabeth.A.Reed@usps.gov 
February 17, 2011 



   

DECISION OF THE GOVERNORS OF THE UNITED STATES POSTAL SERVICE ON 
ESTABLISHMENT OF RATE AND CLASS OF GENERAL APPLICABILITY FOR  
REGIONAL GROUND SERVICE (GOVERNORS’ DECISION NO. 11-2) 
 

February 16, 2011 

 

STATEMENT OF EXPLANATION AND JUSTIFICATION 

The Postal Service intends to introduce a new price category within Parcel Select on the 

competitive product list for Regional Ground service.  Pursuant to our authority under 

section 404(b) and Chapter 36 of title 39, United States Code, the Governors establish 

price and classification changes to introduce Regional Ground service as a new price 

category within the Parcel Select product. 

These new Regional Ground prices would fill a gap in the Postal Service’s current suite 

of shipping services for higher-volume business-to-consumer packages delivered within 

the first three postal zones (300 miles) from origin.  Currently, the Postal Service has a 

very small share of the overall market, a fact that is largely driven by price.  The Postal 

Service lacks a ground product that can compete adequately within this category in the 

marketplace. 

Regional Ground will be designed to best align with the Postal Service’s operational 

capabilities.  Regional Ground will offer sectional center facility and origin network 

distribution center prices on packages up to five (5) pounds in weight and up to .35 cubic 

feet in size.  Tracking will be included in these prices, consistent with the existing market 

for these packages. 

 

We have reviewed management’s analysis of this proposal, which is attached.  We have 

evaluated the new price and classification changes in this context in accordance with 39 

U.S.C. §§ 3632-3633 and 39 C.F.R. §§ 3015.5 and 3015.7.  We approve the changes, 

finding that they are appropriate, and are consistent with the regulatory criteria, as 

indicated by management.   

 





   

 
ANALYSIS OF REGIONAL GROUND SERVICE 

 
 

 
Introduction 

 

The Postal Service is proposing to introduce a new competitive offering called Regional 

Ground as a sub-category of Parcel Select.  This offering will serve to fill a gap in our 

current suite of shipping services in the growing category of the higher-volume business-

to-consumer (B2C) segment, specifically package delivery of pieces within the first three 

postal zones (300 miles) from the origin.   

 

Currently, the Postal Service has a very small share of the volume from larger shippers 

within the B2C segments, as the chart below indicates, apart from the limited role as a 

delivery vehicle through our Parcel Select service. 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
        Source: The Colography Group, Inc., 2009, 2006 

 

Looking further at the U.S. shipping market by length of haul (see chart on top of next 

page): the market is significantly regional, with  percent of the pieces traveling within 

the first three postal zones.  This has been driven by the desire to lower shipping costs 

while also supporting the growing market trend of merchants offering a “free shipping” 

option.  This strategy has in many cases forced companies to seek out the lowest cost 

shipping solution, and trading off speed of delivery.  Unfortunately, current Postal 

Service products and services are not competing well within this segment as our volume 

share is modest.  
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US Shipping Volume by Length of Haul - 2008 

 
 Source: The Colography Group, Inc., 2008 “Length of Haul” Analysis; USPS ORPW 
 

The reason for our  share is mainly driven by price, and the fact that we do not 

have a ground product that can compete adequately within this category.  Looking at our 

end-to-end ground offering for commercial customers — Parcel Select Barcoded, 

Nonpresort — prices for 1 to 5 pound pieces to zones 1 to 3 start at over $5 and go up to 

close to $9.  As our competitors have been able to optimize their ground networks, they 

are now able to offer ground solutions at much more affordable prices.  An investigation 

of non-commercial prices has revealed that larger customers can receive prices from 

UPS for ground services on 1 to 5 pound pieces to zones 1 to 3 that range from  

 

 

                                                 
  

 



   
 
 

 Take up less space within transportation. 

While our current end-to-end products are not successfully competing within this growing 

segment, the introduction of the new Regional Ground prices will at least partially fill the 

gap.  In order to create an offering with competitive prices, Regional Ground will be 

designed to best align with our operational capabilities.  Historically our “sweet spot” has 

been parcels at the lower weights and smaller cube size.  For example, the Postal 

Service has proven to be the most productive, and consequently have the lowest costs, 

on our lightweight parcel categories (e.g., First-Class Mail and Standard Mail parcels).  

These pieces: 

 

 Process well on our equipment. 

 Fit well into our postal containers (e.g., sacks). 

 Can be delivered efficiently. 

 

Consequently, the Regional Ground offering will be launched with prices up to 5 pounds 

on pieces up to .35 cubic feet in size.  For comparison, .35 cubic feet is approximately 

equivalent to our Priority Mail Medium Flat Rate Box.  Regional Ground packages can 

also be deferred, though it is anticipated that the service will still meet the needs of the 

target customers where price outweighs speed of delivery. 

 

Product Specifications 

 

Regional Ground will have an origin Sectional Center Facility (OSCF) offering, as well as 

a lower-priced offering for pieces entered at an origin Network Distribution Center 

(ONDC).  Pieces claimed at an OSCF price must be entered at qualified processing and 

distribution facilities with mail acceptance capabilities on site.  Pick-up services will be 

available if volumes warrant, much like competitor service offerings.  Once received in 

the origin processing plant, the facility will process the pieces within the applicable small 

parcel network.  Tracking will be included in the prices, a feature that is consistent with 

the broader shipping marketplace. 



   
 
 

 
Parcel Select Regional Ground  

ONDCOSCF

$5.18$5.435 lbs.

4 lbs.

3 lbs.

2 lbs.

Z6 Z7

$4.93$5.18

$4.60$4.85 Prices equivalent to Parcel 
Select Barcoded –

Nonpresort minus $0.25

$3.78$4.03

Z8Z5Z4Z1-3Z1-3

ONDCOSCF

$5.18$5.435 lbs.

4 lbs.

3 lbs.

2 lbs.

Z6 Z7

$4.93$5.18

$4.60$4.85 Prices equivalent to Parcel 
Select Barcoded –

Nonpresort minus $0.25

$3.78$4.03

Z8Z5Z4Z1-3Z1-3

Service 2-4 2-5

Transportation 
Network FCM NDC

Pricing

3-8 days

 

 

 

 

 

 

 

 

 

 

Piece Requirements 

• Weighs 5 pounds or less 

• Routing barcode required with Delivery Confirmation included in the price 

• Cube maximum of .35 

• Must be machinable 

 

Risk 

 

The primary risk associated with the introduction of this new offering is the potential 

cannibalization of existing volume.  However, this risk is minimized by the fact that our 

B2C market share on end-to-end pieces traveling within zones 1 to 3 is minimal.  

Furthermore, Regional Ground will be designed for commercial customers (e.g. permit 

imprint) and require an annual volume commitment of 10,000 pieces annually.  These 

features will discourage less frequent shippers, with which we currently have a 

competitive advantage with Priority Mail, from converting to this lower-priced service.   

 

 

 
 





 
 
 
 

MAIL CLASSIFICATION SCHEDULE 
 

 
*** 
 
PART B COMPETITIVE PRODUCTS 
 
 
*** 
 
2115 Parcel Select 
  
*** 
 
2115.2 Size and Weight Limitations 
 
 Parcel Select  
 

 Length Height Thickness Weight 

Minimum Large enough to accommodate postage, 
address, and other required elements on the 
address side 

None 

Maximum 130 inches in combined length and girth 70 pounds 

 
Lightweight 
 

 Length Height Thickness Weight 

Minimum Large enough to accommodate postage, 
address, and other required elements on the 
address side 

None 

Maximum 108 inches in combined length and girth < 16 ounces 

 
Regional Ground 
 

 Length Height Thickness Weight 

Minimum Large enough to accommodate postage, 
address, and other required elements on the 
address side 

None 

Maximum .35 cubic feet 5 pounds 

 
 
2115.3 Minimum Volume Requirements 
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 Minimum Volume Requirements 

Barcoded Nonpresort with 
PC Postage 

None 

Barcoded Nonpresort –    
All Other Postage 
Payment Methods 

50 pieces per mailing 

Lightweight 200 pieces 
or 

50 pounds per mailing 

Regional Ground 10,000 pieces per year 

All Other Parcel Select 50 pieces per mailing 

 
 
2115.4 Price Categories 
 

• Destination Entered 
o DDU – Entered at a designated destination delivery unit, or other 

equivalent facility. 
 Balloon Rate 
 Oversized 

o DSCF – Entered at a designated destination processing and 
distribution center or facility, or other equivalent facility. 
 Machinable 

◊ 5-Digit 
 Nonmachinable 

◊ 5-Digit 
◊ 3-Digit 

 Balloon Rate 
 Oversized 

o DNDC – Entered at a designated destination bulk mail center, 
auxiliary service facility, or other equivalent facility. 
 Machinable 
 Nonmachinable 
 Balloon Rate 
 Oversized 

 
• Non-Destination Entered 

o ONDC Presort – Entered at the origin bulk mail center. 
 Machinable Barcoded  
 Machinable Nonbarcoded and Nonmachinable 
 Balloon Rate 
 Oversized 

o NDC Presort – Entered at a designated facility. 
 Machinable Barcoded 
 Machinable Nonbarcoded and Nonmachinable 
 Balloon Rate 
 Oversized 
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o Barcoded Nonpresort 
 Machinable 
 Balloon Rate 

 
• Machinable Lightweight 

o 5-Digit 
DDU, DSCF, and DNDC entry levels 
Commercial eligible 

o NDC 
DNDC and Origin entry levels 
Commercial eligible 

o Mixed NDC 
Origin entry level 
Commercial eligible 

 
• Irregular Lightweight (Do not meet the machinability requirements for 

machinable parcels.) 
o 5-Digit 

DDU, DSCF, and DNDC entry levels 
Commercial eligible 

o SCF 
DSCF and DNDC entry levels 
Commercial eligible 

o NDC 
DNDC and Origin entry levels 
Commercial eligible 

o Mixed NDC 
Origin entry level 
Commercial eligible 

 
• Regional Ground 

o OSCF 
o ONDC 

 
*** 
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*** 
 
2115.6 Prices 
 

*** 
 
*** 
 
*** 
 

Regional Ground  

 
a. OSCF 

 

Weight  
(Pounds) 

 

Zones  L, 
1, 2, 3 

($) 
2 4.03 
3 4.85 
4 5.18 
5 5.43 

 
b. ONDC  

 

Weight  
(Pounds) 

 

Zones  
L, 1, 2, 3 

($) 
Zone 4 

($) 
Zone 5 

($) 
Zone 6 

($) 
Zone 7 

($) 
Zone 8 

($) 
2 3.78 5.92 7.19 7.74 8.24 9.07 
3 4.60 7.48 8.28 8.99 9.48 10.48 
4 4.93 8.37 9.44 10.42 11.15 12.17 
5 5.18 9.37 10.28 11.19 12.10 13.00 

 



APPLICATION OF THE UNITED STATES POSTAL SERVICE 
FOR NON-PUBLIC TREATMENT OF MATERIALS 

 
 In accordance with 39 C.F.R. § 3007.21, the Postal Service hereby applies for 

non-public treatment of certain portions of Governors’ Decision No. 11-2.  The Postal 

Service hereby furnishes the justification required for this application by each 

subsection of 39 C.F.R. § 3007.21(c), as enumerated below.  For the reasons 

discussed, the Postal Service asks that the Commission grant its application for non-

public treatment of the identified materials.   

 
(1) The rationale for claiming that the materials are non-public, including the 

specific statutory basis for the claim, and a statement justifying application 
of the provision(s); 

 
 The materials designated as non-public consist of information of a commercial 

nature, which under good business practice would not be publicly disclosed.  In the 

Postal Service’s opinion, this information would be exempt from mandatory disclosure 

pursuant to 39 U.S.C. § 410(c)(2) and 5 U.S.C. § 552(b)(3).1   Because the portions of 

the materials which the Postal Service is applying to file only under seal fall within the 

scope of information not required to be publicly disclosed, the Postal Service asks the 

Commission to support its determination that these materials are exempt from public 

disclosure and grant its application for their non-public treatment.    

  

(2) Identification, including name, phone number, and email address for any 
third-party who is known to have a proprietary interest in the materials, or if 
such an identification is sensitive, contact information for a Postal Service 
employee who shall provide notice to that third party; 

 
 None.  

 

                                            
1 In appropriate circumstances, the Commission may determine the appropriate level of confidentiality to 
be afforded to such information after weighing the nature and extent of the likely commercial injury to the 
Postal Service against the public interest in maintaining the financial transparency of a government 
establishment competing in commercial markets.  39 U.S.C.§ 504(g)(3)(A).The Commission has indicated 
that “likely commercial injury” should be construed broadly to encompass other types of injury, such as 
harms to privacy, deliberative process, or law enforcement interests.  PRC Order No. 194, Second Notice 
of Proposed Rulemaking to Establish a Procedure for According Appropriate Confidentiality, Docket No. 
RM2008-1, Mar. 20, 2009, at 11. 



 2

(3) A description of the materials claimed to be non-public in a manner that, 
without revealing the materials at issue, would allow a person to thoroughly 
evaluate the basis for the claim that they are non-public; 

 
 The redacted information consists of proprietary business information and data 

related to the Postal Service’s internal research and analysis of the Shipping Services 

market.  This information was included to provide a business justification for the 

Regional Ground offering for the Board of Governors, but should not be revealed 

publicly.   

 
(4) Particular identification of the nature and extent of commercial harm 

alleged and the likelihood of such harm; 
 
 If competitors of the Postal Service were to have access to this information, they 

would have a better understanding of the Postal Service’s position in the Shipping 

Services market, and could anticipate future Postal Service business strategies.  

Moreover, they could piggy-back on the Postal Service’s own efforts to analyze its 

position in the market, and could take advantage of this opportunity to obtain free 

market research.  Although the extent of the commercial harm is difficult to quantify, 

given that Shipping Services is a multi-billion dollar enterprise, providing this advantage 

to the Postal Service’s competitors could lead to millions of dollars in lost revenue, 

higher costs, and lower contribution margins for the Postal Service.  It is highly likely 

that if this information were made public, the Postal Service’s competitors and suppliers 

would take advantage of it almost immediately.  

 
(5) At least one specific hypothetical, illustrative example of each alleged 

harm; 
 
 Identified harm:  Competitors could use the Postal Service’s market research to 

assess vulnerabilities and focus sales and marketing efforts to the Postal Service’s 

detriment. 

 Hypothetical:  Detailed results of the Postal Service’s market research are 

released to the public and available to a competitor.  The competitor assesses the 

profitability of certain segments of the market, based on the data released.  The 

competitor then targets its efforts at developing specific market segments where the 
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Postal Service is relatively weak, and strengthening other segments, thereby hindering 

the Postal Service’s ability to maintain its current customer base and expand postal 

offerings into new segments. 

 

(6) The extent of protection from public disclosure deemed to be necessary; 
 
 The Postal Service maintains that the redacted portions of the materials filed 

non-publicly should be withheld from persons involved in competitive decision-making in 

the market for domestic parcel shipping products, as well as their consultants and 

attorneys.  Additionally, suppliers of transportation or other services to the Postal 

Service that affect costs for competitive services should not have access to these 

materials; this restriction should include their consultants and attorneys.   

 

(7)  The length of time deemed necessary for the non-public materials to be 
protected from public disclosure with justification thereof; and 

 
 The Commission’s regulations provide that non-public materials shall lose non-

public status ten years after the date of filing with the Commission, unless the 

Commission or its authorized representative enters an order extending the duration of 

that status.  39 C.F.R. § 3007.30.   

 

(8) Any other factors or reasons relevant to support the application. 
 
 None.  

 
 


