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In Order No. 3672, the Commission directed the Postal Service to submit certain 

information about the Customized Delivery market test and its recent expansion to 

Philadelphia.1  In its First Response to Order No. 3672, the Postal Service provided 

information about competitive services available in the Philadelphia area.2  In its Second 

Response to Order No. 3672, the Postal Service summarized the background and 

status of the market test, explained the challenges involved in defining geographic 

“markets” for the Customized Delivery service, and provided a description of the steps it 

will take to prevent untimely and incomplete filings going forward.3  The Postal Service 

now provides this supplemental response to follow through on its commitment to 

provide transparent information about the status of the market test, and to provide 

notice of and detailed information about the market participants in two regional areas 

not previously announced to the Commission:  the Washington, DC/Baltimore, MD 

(“Capital”) and Greater Boston (“Boston”) geographical areas.     

                                                 
1 Order Concerning Customized Delivery Market Test (Dec. 19, 2016). 
2 First Response of the United States Postal Service to Order No. 3672 (Dec. 23, 2016).   
3 Second Response of the United States Postal Service to Order No. 3672 (Dec. 30, 2016) (hereinafter 
“Second Response to Order No. 3672”).   
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As part of its Second Response to Order No. 3672, the Postal Service explained 

that it generally follows the market definitions employed by its partners in the test, who 

are often in a better position than the Postal Service to assess the competitive 

conditions in the various geographical areas they serve.4  The Postal Service further 

explained that an ambiguity in the definition of the relevant market area(s) for the 

Customized Delivery market test, caused in part by the immature nature of the home 

grocery delivery market itself as well as an operational shift from the “hub” operational 

model to the Destination Delivery Unit or “DDU Direct” model, has led to a lack of clarity 

surrounding the geographic scope of the test.  To address the Commission’s concerns 

about timely notice of expansions and to facilitate the Commission’s review of ongoing 

compliance, the Postal Service committed to reviewing the status of the market test and 

providing market-specific information about any major new geographical areas in which 

the service is being offered.5   

Having now concluded its review, the Postal Service hereby gives notice that it 

has expanded the Customized Delivery market test to the Capital and Boston 

metropolitan areas and their surrounding regions.  Consistent with the Commission’s 

directive that the Postal Service provide certain information relevant to potential market 

disruption together with its notices of expansion,6 this submission also includes a 

detailed summary of competitive offerings within the Capital and Boston regions.  Data 

for these new geographical areas, which were added in the first quarter of Fiscal Year 

2017, will be reported in upcoming data collection reports.  All other aspects of the 

                                                 
4 Second Response to Order No. 3672, at 3-4.   
5 Id. at 3-5.   
6 See Order No. 3672 at 6. 
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Customized Delivery market test as detailed in this docket remain unchanged, and in 

compliance with 39 U.S.C. § 3641 and the Commission’s Orders.   

It is worth noting that the Postal Service’s partners in the market test actually 

consider Boston to be part of the previously-launched Northeast Area, which also 

includes New York City and the Albany, Westchester, New England, Northern New 

Jersey, and Triboro Districts, where Customized Delivery has been and is still available 

as part of the DDU Direct operational model.  The Postal Service is identifying Boston 

as a separate market in order to provide greater transparency as to the scope of the 

market test, even though its partners consider it to be part of a previously-launched 

market and the competitive services available in the area largely track the services 

available in other areas.  In addition, the Postal Service recognizes that notices of 

expansion into a new geographical area generally must be filed at least 10 days in 

advance of the expansion.  Now that the Postal Service has completed its review of the 

current status of the market test, future expansions will follow the process outlined in the 

Postal Service’s Second Response to Order No. 3672,7 including advance notice of 

market launches.   

In Order No. 3672, the Commission directed the Postal Service to include certain 

information in future expansion notices to facilitate the Commission’s evaluation of 

market disruption under 39 U.S.C. § 3641(b)(2):  (1) examples of businesses that offer 

similar products or services in those areas; (2) the range of prices these businesses 

charge for similar products or services; and (3) a description of the market test’s impact 

on small business concerns.8  The requested information is provided below. 

                                                 
7 Second Response to Order No. 3672 at 7.   
8 Order No. 3672 at 5, 6.  
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With respect to item number 1, there are several firms currently offering groceries 

for delivery in the Capital and Boston geographical areas, including Google Express, 

Instacart, Jet Fresh, Peapod, and POSTMATES.  These companies use a variety of 

delivery carriers, including some that perform their own delivery, and several that use 

multiple delivery providers.  Grocery delivery has an added complexity due to variability 

in selling price of items – some firms subsidize delivery costs by charging more for the 

items ordered than a consumer would pay in the store.  Given the competitiveness of 

the grocery business in general, and home grocery delivery in particular, we do not 

anticipate any meaningful impact on business concerns in the Capital or Boston 

geographical areas.  This is still an emerging new business segment with minimal 

current consumer demand, though projected to have significant future growth.   

With respect to item number 2, these firms offer several different prices, often 

depending on order value.  Delivery fees can range from $3 for a single small-order 

delivery to $69 for six months of unlimited delivery.  Some companies have additional 

fuel surcharges, minimum order requirements, or membership/subscription 

requirements.   

• Google Express (available in Washington, DC and Boston) is an online 

marketplace offering free delivery on eligible orders when customers meet 

applicable store minimums, or a $3 small-order service fee if the store minimum 

is not met.  The store minimums can be as little as $15 or as much as $35.  For 

non-members, the fee is $4.99 per store for same-day, next-day or 2-day 

delivery. There are additional fees for bulky or restricted items.     

• Instacart charges $3.99 for two-hour-plus delivery, $5.99 for one-hour delivery, or 

$99 a year for unlimited two-hour delivery, with a $35 minimum order size.  Our 

understanding is that Instacart is available in Washington, DC plus the following 

areas in Maryland, Virginia, and Massachusetts:  Maryland (Baltimore, Bethesda, 

Cabin John, Chevy Chase, Gaithersburg, Garrett Park, Kensington, Potomac, 
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Rockville, Silver Spring, and Takoma Park); Virginia (Alexandria, Arlington, Dunn 

Loring, Falls Church, Ft. Myer, and McLean); and Massachusetts (Allston, 

Arlington, Ashley Falls, Auburndale, Babson Park, Belmont, Boston, Brighton, 

Brookline, Cambridge, Charlestown, Chestnut Hill, Jamaica Plain, Medford, 

Needham, New Town, Newton Center, Newton Highlands, Newton Lower Falls, 

Newton Upper Falls, Newton, Newtonville, Roslindale, Sheffield, Somerville, 

South Egremont, Waban, Waltham, Watertown, Wellesley Hills, Wellesley, and 

West Newton).   

• Jet Fresh (available in Washington, DC) offers free shipping on orders over $35.   

• Peapod charges $7.95 to $9.95 depending on the order size, or $69 for six 

months of unlimited delivery.  Our understanding is that Peapod is the main firm 

operating in some of the more rural areas of Virginia, West Virginia, Maryland, 

and Pennsylvania within the Capital region.  It is also available in Massachusetts, 

Rhode Island, and Southern New Hampshire.   

• POSTMATES charges a fixed cost of $2.99 or $3.99 per delivery for Postmates 

Plus Partners and all others are based on distance between the pickup location 

and drop-off location.  Additionally, a 9% service fee is applied to the purchase 

price, except Postmates Plus Unlimited.  Our understanding is that POSTMATES 

is available in the following areas:  Washington, DC; Arlington, VA; Baltimore, 

Bethesda, and Towson, MD; and Boston, Cambridge, and Somerville, MA.  

Finally, as to item number 3 requested by the Commission (relating to small 

business considerations), the Postal Service did not perform market research to this 

level of detail, but expects the prices offered by small businesses in this market are 

comparable to the price range offered by the Postal Service through this market test 

and by larger grocery delivery firms.  These courier services already compete with 

existing retail grocery stores and larger firms, so the Postal Service does not expect its 

entry into this emerging market will have a significant impact on these smaller firms.   
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