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The Coalition for a 21°t Century Postal Service (“C21”) hereby submits these reply

comments in the above-captioned proceeding.

The Postal Service, unsurprisingly, sees the instant proceeding from the polar
opposite viewpoint of its customers. From the USPS point of view, if Order 5763 were
flawed, then it was so by providing too little rate authority.” And if a change is necessary, it
should be to release the Postal Service virtually fully from any prior rate constraint or to

raise rates dramatically through a “baseline reset.” 2

The Postal Service’s View that More Rate Authority is Necessary is Short-sighted

This is not a constructive position for USPS to take at this time, despite its serious
financial straits. Militating against it include the major loss of business, extensive failure to
meet service performance targets, let alone standards, a major decline in productivity
while costs have increased substantially, $120 billion from Congress, and the choice to
not exercise judiciousness or restraint in applying pricing authority. Nonetheless, the
Postal Service suggests that the current pricing regime has failed because this
Commission did not provide even more pricing authority. Perhaps mostimportant, the
Postal Service has not reined in its costs® which, if accomplished, would in part or in whole
obviate the need for additional rate authority. In the face of all of the foregoing, it has

proposed for this proceeding either a “regulatory monitoring” system, essentially removing

L USPS Initial Comments at 48, et.seq.

21d. At 53, et seq.

3 Costs rose nearly $6 billion in FY 2023. USPS 10K FY 2023. They show no improvement through the third quarter
of this Fiscal Year. USPS 10Q Q3 FY 2024.



limits on pricing, or a pricing “baseline reset,” which would raise rates dramatically, as

potential remedies.*

As we discussed in our initial comments, at 8, the current system is not the old
cost-of-service regime that USPS appears to be leaning back toward. That system, which
was neither predictable nor stable, nor required cost containment, was deliberately
replaced by Congress with a price cap® that did effectively impose the necessity of cutting
costs, and has not been statutorily changed since. USPS is not entitled to whatever money
is necessary to make it whole, regardless of the type of planning it has done and the cost.
That would eliminate all incentive to cut costs, and provide stability, predictability and

affordability to mailers.

It would also raise uncomfortable echoes of exercising too much market power.
Raising prices in light of the foregoing problems and seeking even greater authority, display
some of the hallmarks of a monopolist, which the Postal Service is for Market Dominant
categories (“mail”). Itisin a position to extract more funds from a customer base which,
by definition and by law, has no alternative to the monopolist.® These are not the hallmarks
of a public service trying to continue its mission by raising funds without driving the
customers and the public it serves off; they are of one seeking more funds to solve the

problem, even if the impact would be as adverse and counterproductive as it would

4 USPS IC at 51, et. seq.

5 Postal Accountability and Enhancement Act (“PAEA”), 39 USC §3622(d)(1)(A).

6 See, e.g., “Monopolization Defined” Federal Trade Commission, https://www.ftc.gov/advice-
guidance/competition-guidance/guide-antitrust-laws/single-firm-conduct/monopolization-defined; “What is a
Monopoly?” Investopedia, https://www.investopedia.com/terms/m/monopoly.asp
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promise to be here. Which is one fundamental reason why the Commission exists: to
ensure that, as with any other de facto or de jure monopoly, the Postal Service functions
with a check on its market power.’

Yet, notwithstanding the words in Title 18 of the US Code? barring private express,
USPS often insists that itis not a monopoly because digital messaging is a choice for those
wishing to use mail; the “secular shift” the Postal Service frequently points to for the loss
of mail.° Even setting aside the statutory mandate creating the monopoly for the sake of
discussion, that is reading the relevant market too broadly. For anyone who wishes to or
must, through legal requirement or otherwise, communicate on paper, there is no choice
other than USPS, except where the Postal Service has suspended the application of the
monopoly to several, mostly narrow, categories.™

Further, the various justifications offered by USPS for advocating radically changing
—functionally no limits would be radical, in our view -- the rates system to enable increases
without constraint, on top of the substantial amounts paid to it to date that are well beyond
projections in the Delivering for America Plan™ simply are inadequate. The existing

increases have plainly contributed to volume loss’ reaccelerating after the COVID

7 In part since the antitrust laws would be unavailable in the case of a statutory monopoly, Congress set up the
Commission originally to determine how increases would be allocated, and then upgraded the Commission to
regulatory status in PAEA.

818 USC §1693, et seq..

921 does not disagree that the shift to digital communications for home and business has had a substantial
impact on use of the mail. But now, after 15+ years of it, much of that diversion has washed through the system,
yet loss of volume has recently accelerated. It leads to a deduction that more, notably price in concert with
service, is deepening the loss, and contributing to extending that shift.

1039 CFR Chapter 1, Subchapter E

11 State of the U.S Postal Service Financial Plan, Office of Audit, US Postal Service Office of Inspector General,
https://stories.uspsoig.gov/state-of-the-u-s-postal-service-financial-condition/index.html
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economic rebound flattened the loss projected for the DFA." Those justifications show
either a misreading of the customer base on which it relies for virtually all of its revenues,
or a choice that short-term funding is more important than maintaining the health of that
customer base, even given the consequences that declining health implies for its own
future.

While USPS has managed some mail revenue increases since the Order 5763
regime has been in place, it has also managed to lose 12 billion+ pieces in FYs 2022 and
2023, and another 4.2 billion through three quarters of this fiscal year. The hoped-for
surge in package volume and revenues to make up that huge loss aspired to in DFA has
thus far not materialized, with packages up modestly this year.?> There has also not been a
corresponding savings in costs.'®

When service standards have been lengthened, eroding their quality, and USPS falls
short on attaining even the lesser service “targets” (an artificial construct not found in the
statute), while prices have been raised in a major way, the result is mailers’ paying far more
(87% over three years) for less. It should be no surprise then that any business with a
choice about using USPS would think long and hard about whether the business case any
longer exists for choosing the mail. And the higher those prices rise while service lags, the
tougher that case is going to be to make.

In plain English, mailers are voting with their feet.

12 4.

13 USPS 10Ks, FYs 2022 and 2023
14 USPS 10Q Q3 FY 2024

B d.

16 USPS 10K and 10Q, supra, n.4.



Conducting this Proceeding Now is Not Premature

Despite the foregoing, the Postal Service would have this Commission find that
conducting this proceeding is premature, and that it should return to the previous schedule
of five years from Order 5763 before beginning this review. On the law, of course, the
Commission is entitled to conduct a further review as and when it deems “appropriate.”’’
But more importantly, circumstances have dramatically changed, as we noted above, since
Order 5763 was released and from the evidentiary and practical situation that obtained on
which the Commission based that Order. Any Commission or other regulatory body facing
such deterioration in conditions in the wake of a prior Order or other outcome, could not
and would not responsibly avoid considering them in determining when to conduct a
review.

Prices are Neither Stable nor Predictable

Yet notwithstanding the evidence that mailers are heading for the exits, the Public
Representative tries to make the case that prices are both stable and predictable, and no
change is necessary except to raise prices still more on under water classes.’”® He is right
insofar as mailers can count on prices being raised twice per year in the same general time
frames of January and July. Butif the focus is actually on the rates, as required by Objective

Two, there is neither stability nor predictability. C21 demonstrated in its initial

1739 USC §3622(d)(3)
18 PR IC at 36, et seq.



comments the substantial variations in rates charged for the non-inflation categories, °
from 1.97 to 6.13% with inflation layered on top. Thatis hardly stable. Itis also not
predictable, as C21 said in its initial comments, with density not established until the end
of the calendar year, budgeting for postal spending is long done. And few companies have
the wherewithal to attempt to predict density for the succeeding year in time for current
year budgeting.?°

The Public Representative’s case is similarly geared to the status quo with respect
to other Objectives and Factors. Nowhere, however, is there an analysis that considers the
impact on customers and, by extension, the ability of the Postal Service to fund itself. '
Instead, he finds that the Postal Service is not abusing its pricing?? notwithstanding the
cumulative impact on mailers and the consequences for their staying in the mail. He takes
the position that most of the Objectives,? other than number Five,?* are complied with
under the Order 5763 structure. He also dismisses customer rate complaints as arising
from other concerns, such as declining service, or not tolerating increases that are not the

”lowest possible” rate.?® This is a surprising conclusion when declining service is an

19 €21 Initial Comments at 9

201d at at6.

21 However, the Public Representative does recommend that the Commission undertake an elasticity
study, and include within it an examination of “service quality-related factors and estimate their impact
on demand for Market Dominant products.” PR IC at 65. C21 agrees about both an overall elasticity
study and inclusion of service impact.

22 PR IC at 33.

3 d. at 29.

241d. at 50, et. seq.

25 |d. at 33. The Public Representative also adverts to, but produces no sources for, claims from the public about
Postal Service price-gouging or collecting money for illegitimate purposes and other alleged ills. Public
Representative Initial Comments at 33, et seq. C21 and its members wish to be clear that, however much they may
disagree with the Postal Service on judgments and policies, they have no reason to suspect USPS Governors or
executives have acted with anything but integrity .



integral part of determining whether the mail is valuable enough to use, and the lowest
possible rate should be one that provides funding to USPS without prompting its customers
to leave and costing jobs throughout the sector.?®

The Current Rate Structure is Not a Classic Compromise

The Public Representative gives voice to a view that the current rate structure
functionally creates a classic compromise, even if it is not actually one that has been
negotiated. Since mailers are unhappy that rates are too high and the Postal Service is
unhappy that rates are too low, both sides have balanced views.?” While this may or may
not be the case with other things being equal, they are not equal.

The decline in volume is at a pace rivaled only by disastrous exogenous events, such
as the Great Recession or COVID. The Postal Service, again, so far cannot come close to
containing the growth in its costs, which have shown no signs yet of being in range of what
would be necessary to balance its budget. At the same time, the mailing industry has
contracted in many ways. The overall loss of business presents both a peril and a lost
opportunity for USPS in future years. Bottom line: USPS is rapidly shrinking its customer
base and losing billions of pieces that otherwise might well, and likely would be, paid for
years to come,?® and damaging a wide range of businesses that depend upon the public

service mission of the Postal Service. This, in our view, is hardly a compromise. And it will

26 See discussion why a number of objectives and factors not are not in compliance. €21 IC at 4, et. seq.

27 PR IC at 36.

28 That was the position of the Postal Service upheld by the DC Circuit when it successfully appealed the exigency
surcharge.



simply become even more unbalanced and self-defeating for USPS, the higher the rates are
permitted to go.
Conclusion

At a time when the circumstances confronting USPS since the current pricing
regime was adopted have deteriorated to the extent that they have, to call for either higher
rate authority or to claim that rates comply with the existing regime, and that responding is
premature, is simply counterproductive and will produce a worsening situation for the
Postal Service and its customers. To the contrary, a reasoned evaluation closely examining
the facts on the ground as they have so substantially changed from what was expected,
current trends, the law, and the intertwining futures of the Postal Service and its customers
(and other stakeholders) is imperative at this time of great and problematic change from
what was expected of the current system. C21 urges the Commission to proceed with this
rulemaking and reject the suggestions from the Postal Service and the Public
Representative.

Respectfully submitted,
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