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The Coalition for a 215t Century Postal Service (“C21”)" hereby submits these
comments in response to the Commission’s invitation in the above-captioned proceeding.
C21 commends the Commission for initiating this review and reconsideration of the
Market Dominant (“MD”) rate- and class-setting system substantially before the five-year
interval it had previously planned. The regrettable and somewhat alarming results to date
of the Postal Service’s Delivering for America Plan (“DFA” or “Plan”) and the contribution of
pricing to those results more than justify that decision.

C21’s mailing, shipping and supply chain members represent a broad cross-section
of the business mailing ecosystem which generated $1.9 trillion in sales and employed
nearly 8 million workers in 2022.2 This community is dependent upon an efficient, reliable,
ubiquitous and affordable universal postal system that combines and fully serves both
mail and packages.

Itis hardly exaggerating to say that the future of the postal system is at stake in this
proceeding. The additional MD rate authority granted to the Postal Service in RM 2017-3
and its relentless application in full in support of the Plan has not generated the long-term
financial stability sought by this Commission. To the contrary: notwithstanding $120

billion from Congress in grants and balance sheet adjustments?, the Postal Service

1C21 consists of business mailing associations and companies — newspapers, magazines, advertisers, catalogers, e-
commerce, parcels, greeting cards, financial services, telecommunications, insurance, small businesses of every
kind, paper, printing, technology, envelope manufacturing, mail services, who understand the essential role of
USPS and believe it must be affordably sustained for the future. A list of our members can be found at Appendix A.
2 Chapman and Johnson, EMA’s 2023 US Mailing Industry Economic Job and Revenue Study,
https://www.envelope.org/emaf/wp-content/uploads/sites/3/2023/11/EMA-Foundation-Jobs-and-Revenue-
Study-11-1-23.pdf

3 Coronavirus Aid, Relief, and Economic Security Act, Pub. L. 116-136 (Mar. 27, 2020); Consolidated Appropriations
Act of 2021, Pub. L. 116-260, §801 (Dec. 27, 2020); Postal Service Reform Act of 2022, Pub. L. 117-108 (2022;
Inflation Reduction Act of 2022, Pub. L. 117-169.



https://www.envelope.org/emaf/wp-content/uploads/sites/3/2023/11/EMA-Foundation-Jobs-and-Revenue-Study-11-1-23.pdf
https://www.envelope.org/emaf/wp-content/uploads/sites/3/2023/11/EMA-Foundation-Jobs-and-Revenue-Study-11-1-23.pdf

managed to lose $6.5 billion in FY 2023, a breathtaking nearly 9% of its business, and failed
to apply the new authority judiciously at any time since first conferred. They also fell far
short of their original target of breaking even in FY 2023. And all this while service has
declined very seriously, leaving customers paying far more for less.

Here is a chart laying out postal volumes over the years. The largest drop, setting

aside 2008 and 2020 for obvious external reasons, was in 2023.
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Our great concern is that the rates to come into effect on July 13, the largest yet, will
accelerate departures even further: the projection for FY 2024 is for as much as another
nearly 8% loss of business.*

The pastis prologue. Based on USPS performance over the years, should the

Commission decline to rein in the authority to raise rates, we can be assured that the

4 Fiscal Year 2024 Integrated Financial Plan, United States Postal Service, at 1.
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Postal Service will use its rate authority to the limit every time. What that portends for the
invaluable public service the Postal Service provides is stark. Whether predictable by
current elasticities of demand or not, it is inescapable that mailis leaving the system like
helium from a punctured balloon; it is no longer the comparatively slow leak of the 20-
teens®, which we submit included the “secular shift” cited repeatedly by the Postal
Service. This is something much more with ominous implications for both mail and the

packages that will be left to sustain the system.

The Current System Has Fallen Short on Numerous Objectives and Factors

C21 commends USPS for having a plan to transition to the future. We arein no
position on logistics to judge whether DFA is the right plan or not, but appreciate the
planning and hard work of all concerned. Having said that, we can only judge results. And
those results to date are simply unfortunate.

The Commission’s decision in RM 2017-3 opened the door to the Postal Service’s
goal of adding some $24 billion® in revenues to help support its Plan. While we know that
the Commission counted on USPS to use its new rate authority judiciously, or “prudent
pricing” as the Commission putit,” evidently the Service has a different view of what
“judicious” actually means in this context: thatitis judicious to apply all authority every
time in support of the Plan presumably as an exercise of USPS fiduciary responsibilities.

Our sense of judicious, by contrast, is that it means finding a way to mesh more revenues

5 Distortions of Great Recession make it impractical to discern secular shift amounts through 2012.
6 Delivering for America Plan, https://about.usps.com/what/strategic-plans/delivering-for-
america/assets/USPS_Delivering-For-America.pdf at 6.

7 Order 5763 at 270.



https://about.usps.com/what/strategic-plans/delivering-for-america/assets/USPS_Delivering-For-America.pdf
https://about.usps.com/what/strategic-plans/delivering-for-america/assets/USPS_Delivering-For-America.pdf

for the Postal Service with not unduly driving away customers. The latter view is not,
painfully obviously, what has occurred here.

Whether the Plan is the right one or not, there is nothing in the law that compels it
be funded by ratepayers to the extent the Postal Service is exhibiting. To the contrary, the
Commission is charged with interpreting all objectives in 39 USC 3622(b) in conjunction
with each other while considering all factors in 3622(c). Nowhere among those objectives
or factors, alone or in combination, is there language directing the Commission to
establish authorities sufficient to fund any Plan USPS develops, including DFA.®

The Commission, per Objective 5, must assure “adequate revenues” to achieve
“financial stability,” but only while “maximizing incentives to reduce costs and increase
efficiency” (Objective 1), “creat[ing] predictability and stability in rates” (Objective 2),
“maintain[ing] high quality service standards” (Objective 3), and “maintain[ing] a just and
reasonable schedule for rates” (Objective 8), among other of the objectives. Atthe same
time, it must leaven the foregoing by taking into account among the factors “the effect of
rate increases upon the general public, business mail users, and enterprises in the private
sector” (Factor 3), “the importance of pricing flexibility to encourage increased mail
volume and operational efficiency” (Factor 4), and “the need for the Postal Service to
increase its efficiency and reduce its costs, including infrastructure costs, to help maintain

high quality, affordable postal services.” (Factor 12) (emph. added).

8 The Commission reflected that view by observing that its decision put USPS on a “path” toward financial stability.
Order 5763 at 24. Heading toward financial stability has clearly not been achieved to date.
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Given the very sharp increase in Postal Service costs® and the historic decline in its
productivity (as the chart below shows), while pricing has surged, the current system is not

fulfilling Objective 1 on its face.

TFP Declining - Biggest Single-Year Decline in FY 2023 (4.0%)
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Considering the major swings in pricing driven by the density and retirement
provisions, the system is not fulfilling Objective 2: prices are not stable; they have had
wide variances over the five increases since the new system was putin place.
Predictability is in question, as well. With the density adjustment arriving only at year’s
end, budgeting for the following year is done for companies of every size well before that
adjustment is revealed. Few companies can either adjust their budgeting at that time or
have the resources to attempt to predict accurately what the density adjustment might be

in time for their budgeting.

9 Those costs exceeded $85 billion in FY ‘2023, an increase of more than S5 billion. That was a jump of nearly $6
billion from FY ’22. 2023 Report on Form 10-K United States Postal Service, p. 46
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The Postal Service has reduced the quality of its service standards, and failed to
meet even those, so is not fulfilling Objective 3.

In our view, a pricing system that nearly doubles inflation is not reasonable. Butitis
clear by the Commission’s reasoning that a just system is one that does notimpose
“excessive” pricing'® that the current system is not just, and fails to meet Objective 8.

Similarly, the factors (4, 7 and 12) cited above are not being reflected in the results
of the current pricing system to date. While understanding that they only need to be taken
into account during the Commission’s deliberations, they reveal more indications of
sensitivity by Congress to the impact of price on the MD mailing community and the
general public that three of the fourteen factors carry such closely parallel themes.

The Postal Service Provides a Public Service and Its Prices Must Reflect That

Were the Postal Service an actual business, then its current pricing strategy might
be justified. Butitis not. Itis first and foremost a public service'" tasked with employing
business principles in its operations to the extent it can. As a public service, the Postal
Service should not be able to raise rates to the point that it dramatically dissuades its use,
as volume figures since 2021 demonstrate. The current results of the Postal Service and
the toll they are taking on its Market Dominant users and public use of the mail to date are

counterproductive and damaging to the Service.

10 Order No. 4257, Docket RM 2017-3, at 113, n.213 (Dec. 1, 2017).

11 “The United States Postal Service shall be operated as a basic and fundamental service provided to the people by
the Government of the United States, authorized by the Constitution, created by Act of Congress, and supported
by the people.” 39 USC §101.



Elimination of the Density Factor and A Limit of One Increase Every Twelve Months are
Imperative.

C21 believes there are two steps the Commission may take under its authority
through 39 USC §3622(d)(3), as affirmed by the District of Columbia Circuit Court of
Appeals,’ that would greatly and quickly relieve some of the undue burden on mailers:

1) Remove the density provision from the formula for raising rates; and

2) Permit only one Market Dominant increase every twelve months.

The Commission may find other steps would also be helpful, but we urge that it include
these.

The first change would be to eliminate the density factor. While well-intended by
the Commission, it eliminated any incentive for cost- or price-discipline; by its terms,
revenues from lost business could be virtually automatically restored through price. It
essentially adapted a key cost-of-service principle, prior years’ losses, for use in an
ostensibly still price-capped rate model. And it ultimately enabled pricing to reach
approximately 184% of inflation from August, 2021 through July, 2024, as the chart below
demonstrates. This is fewer than three years, with the Commission’s approval of the

pending MD price increases.

12 National Postal Policy Council v. Postal Regulatory Commission, 17 F.4%h 1184, 1187 (D.C. Cir. 2021), cert. denied,
142 S. Ct. 2868 (2022).



Authorities AU | 112022 | Jan2023 | Jul2023 | Jan 2024 | Jul2024 | COMPOUnded

2021 Increase

cPl 1.244% | 5.135% | 4.200% | 3.406% | 1.959% | 1.622% 18.835%

E:;:;%Z:S 5.562% | 1.368% N/A 1.972% N/A 6.132% 15.807%

$:t': Ipe"satmy 6.806% | 6.503% | 4.200% | 5.378% | 1.959% | 7.754% | 37.225%

Non-

Compensatory 8.806% | 8.503% | 4.200% | 7.378% | 1.959% | 9.754% 47.817%

Total

Sources: USPS Notices of Market-Dominant Price Changes filed at the PRC for five increases

And all of this when service, notwithstanding that standards for First Class and

Periodicals had been lengthened, overall declined precipitously. Elimination of the density

adder is essential for the future health of the Postal Service as we know it and that of, in

particular, small businesses throughout the country that rely upon the postal system.

The second change would be to limit price increases to once peryear. The

members of our Coalition, and indeed businesses in general, who use Market Dominant

classes, have found two increases a year problematic and additive on postal expenses.™

On top of more price, mailers must change or amend software twice as often, and incur

other expenses to adjust to the new prices, as well as try to work with clients and

customers when each increase happens. For small businesses, the implications for

affordability and retention of business are enormous. For medium and large businesses,

13 In the interest of full disclosure, there are also a few who prefer two per year, but only to spread the impact of
what would be a single larger increase.




twice-a-year increases functionally put postal rates and overall expenses continually in
front of C-Suite executives, precipitating much more pressure to reduce postal budgets
and pare exposure to the mail. A limit of one increase every twelve months would benefit
most small businesses and perhaps soften the pressure to contract mail participation on
larger ones.

The Pass-Through Range of Worksharing Costs Avoided Should be Tightened

Under current rules’™ of the Commission, at least 85% of costs avoided must be
passed through to discounts. By establishing this minimum, the Commission took a big
step forward toward achieving the Efficient Component Pricing (“ECP”) approach it has
adopted. To be most efficient, and fully achieve ECP, those pass-throughs should be set
at 100%. This would manifestly represent the “Lowest Combined Costs” that the Postal
Service and postal customers have subscribed to for decades.

C21 recommends to the Commission that it take another step toward the perfecting
goal of 100% pass-through of costs avoided, and set the minimum at 95%.'> With rates
escalating relentlessly, this would provide at least a small amount of relief to mailers
captive in the Market Dominant system which remains operating under two statutory
monopolies: for delivering mail and over the mailbox. It would also be animportant

additional step toward efficiency in general and ECP in particular.

1439 CFR 3030.284(e)
15 1.e., revising the subsection cited in n.12 above.
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Conclusion

There is no question that the existing pricing regime, as deployed by the Postal
Service, is disrupting its customer base negatively while offering less in service. C21 urges
the Commission in whatever new rules it proposes to make at least the three changes
discussed above and otherwise address the underlying MD price and volume issues. In
that way it would move the rate setting system toward reestablishing a reasonable balance
between revenues generated for operating the system and the impact on postal users and
the general public that Congress intended.

The future of the system, in the opinion of the customers who support it, is at stake.

Respectfully submitted,
/s/ Arthur B. Sackler

Arthur B. Sackler

Executive Director

Coalition for a 21%* Century Postal Service
1629 K Street, NW

Suite 300

Washington, DC 20006

(202) 365-0222
www.21stcenturypostal.org
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Appendix A: C21 Membership List

Amazon

American Catalog Mailers Assn.
Datamatx

Domtar

eBay

Enru

Envelope Manufacturers Assn.
Greeting Card Association

ING

Major Mailers Association
Mailers Hub

National Assn of Presort Mailers
National Newspaper Association
National Postal Policy Council
National Retail Federation
News/Media Alliance

Package Shippers Association
Pitney Bowes

Printing United Alliance

Quad Inc.

R.R. Donnelley

Sylvamo
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