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COALITION FOR A 

21st CENTURY 

POSTAL SERVICE 

_________________ 
 

Introduction: 
 

The U.S. postal system is a national asset: a vital communications channel and as an 
engine for economic growth and jobs.  The Postal Service is the core of a postal system that 
leverages and relies upon efficient and effective public-private partnerships to ensure the 
most efficient mail and package delivery service of any industrialized nation’s post.  The 
postal industry contributes approximately $1.9 trillion in revenue to the U.S. economy and 
generates nearly 8 million private sector jobs.1 

 

The postal system enables consumers, as well as small-to-medium sized businesses, to 
participate in e-commerce, giving these businesses the ability to send their goods to 
customers across America and around the world.  Nonprofits and charities benefit in the 
same way.  The postal system, through its universal service obligation, connects all of 
America; it is a critical lifeline to small businesses and consumers in rural areas that have 
no affordable alternatives. 
 

Despite this incredible contribution to the U.S. economy, the Postal Service receives zero 
tax dollars for operating expenses.  Postal operations are funded exclusively by customers 
who pay to send letters, packages and “flats” (e.g., magazines and catalogs).  Yet the Postal 
Service faces real challenges.  Increased adoption of digital communications, intensified 
by service slowdowns and major price increases over recent years, depresses mail 
volumes.  Despite decreasing mail volumes, the Postal Service must bear the significant 
fixed costs of continuously supporting its universal service obligation of delivering mail and 
packages to every American household and business at least six days a week. 
 

The Coalition for a 21st Century Postal Service (C21) believes a robust dialogue on postal 
policy issues is necessary to help Congress understand the value of the postal network and 
the need to ensure a fiscally solvent and commercially viable postal system.  Therefore, 
C21 prepared this postal “primer” to identify and explain key aspects of the existing postal 
system. 
 

 
1 Chapman and Johnson, EMA’s U.S. Mailing Industry Economic Job and Revenue Study, November, 2023, 
https://www.envelope.org/emaf/wp-content/uploads/sites/3/2023/11/EMA-Foundation-Jobs-and-Revenue-
Study-11-1-23.pdf  For a breakdown of these numbers by states and congressional districts, 
https://www.envelope.org/emaf/job-study-cards-by-state/. 

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
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When considering policy for the postal system, we believe that the needs of both 
consumers and businesses for mail and package delivery must drive decisions.  This is true 
whether they are located in rural, urban, or suburban communities: 
 

• For businesses in general, which overwhelmingly fund the system and operate in a 
competitive environment, their customers’ expectations in this increasingly digital 
and physical world drive investment decisions.  Without predictability, affordability, 
and stability in rates and delivery services, businesses can and will make different 
investment choices in communicating (bills and statements or marketing) and in 
carrier choice (package delivery). 

• For small businesses – many in underserved areas of the country – that rely on 
the system to send and receive mail and packages, predictable and market-based 
package pricing is an important component for their shorter-term and long-term 
business decisions. 

• For consumers, reliable and affordable mail and package delivery allows 
Americans a broader set of choices in this converging digital and physical world. 
These include access to products such as catalogs, social correspondence like 
greeting cards, and newspapers that inform and improve their relationships; 
enhanced choices when shopping because of postal and private carrier delivery, 
and a reduced environmental footprint given that USPS comes to their door at least 
six days each week. 

• For private supply chain partners that are adding value to the postal system and 
helping to keep the cost of delivery low, consistency in their incentives or pricing is 
critical.  These partners have invested millions in their locations, equipment, and 
personnel as part of the postal network.  The USPS benefits from their contributions 
through lower costs and the ability to charge mailers and shippers less. 

 

We hope that this primer will provide basic information about the postal network that can 
be useful to staff as they are advising Members.  This includes the significant network 
transformation and modernization plan – “Delivering for America” or “DFA” - USPS has 
invested in and implemented for more than four years. DFA may have helped in some areas 
but, to judge by FY 2023 and FY 2024 results, and results in FY 2025 through July, 
unfortunately has:  failed  to produce greater cost efficiency; caused important service 
disruptions and general service decline; and relentlessly raised rates on its captive mail 
customers as well as its package customers, where it functions in a fully competitive 
arena. 
 

This is a background document.  It was not designed to recommend specific policy 
changes, but the Coalition will also communicate recommendations to interested offices 
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to help Congress utilize its power to ensure policies around mail, e-commerce, and 
delivery that benefit all American businesses and consumers. 
 

 

About the Coalition for a 21st Century Postal Service:  The purpose of the Coalition for a 
21st Century Postal Service is to broadly represent the business mailing and packaging 
community and its supply chain in Congress and engage the public, through outreach and 
communications, on the importance of a healthy and stable postal system.  This includes 
advocating measures that will promote the system’s financial stabilization or otherwise will 
assure its continued ability to deliver the mail everywhere, affordably and on time.  
Coalition membership includes:  newspapers, magazines, advertisers, catalogers, e-
commerce, package shippers, greeting cards, financial services, telecommunications, 
insurance, retailers and small businesses of every kind, paper, printing, technology, 
envelope manufacturing, and mail services providers. 
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A Brief History of Postal Policy Developments: 

 

This is a quick summary.  More specifics can be found under “Historical Details” at the end 
of this primer. 
. 
 

• 1775 – Founded by Benjamin Franklin and others, before there even was a United States. 

 

• 1792 – Established by Act of Congress under the Constitution (Art. II, sec. 8 – “To establish 
post offices and post roads”), to provide postal services as a basic and fundamental service 
to the American people. For 178 years a Cabinet department ran the postal system, but in 

 

• 1970 – The Postal Reorganization Act of 1970 (“PRA”) established the USPS as an 
independent agency and the Postal Rate Commission to regulate its rates; it retained the 
letter and mailbox monopolies. 

 

• 2006 – The Postal Accountability and Enhancement Act (“PAEA”) replaced the PRA’s 
breakeven (cost-of-service) ratemaking principle with an inflation-based price cap, and 
squarely divided USPS products into “market-dominant” (monopoly) and “competitive” 
sectors with different regulatory regimes.  It also upgraded and renamed the Postal Rate 
Commission to the Postal Regulatory Commission. 

 

• 2022 – The Postal Service Reform Act (“PSRA”) mandated a six-day-per-week integrated 
delivery system, removed the requirement of full prefunding of retiree health benefits, 
strengthened performance standards, and reaffirmed the PRC as the expert on postal 
costing issues. 

 

Universal Service Obligation: 
 

As the country has expanded and changed, so has the nature of the U.S. postal system.  One 
constant throughout this history of the Postal Service has been a universal service obligation (USO).  
In practice, the USO means delivery to consumers and businesses everywhere every day; nearly 
170 million addresses and growing.  Current law reflects this long-standing commitment to 
providing universal postal services.  
 

The Postal Service must provide “prompt, reliable, and efficient services to patrons in all areas” and 
to “render postal services to all communities.”2  From the very beginning, the universal service 
obligation encompassed both letter mail and packages, a theme reaffirmed by Congress in the 
PSRA in 2022,3 because both are vitally important to a functioning American economy. 
 

 
2 39 U.S.C. § 101(a). 
3 Pub. L. 117-108, sec. 2.   
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By providing a fundamental service to the American people – the ability to send or receive mail or 
packages to and from anywhere to and from anyone, at affordable rates – the postal system 
touches literally every household and business in the nation.  The importance and impact of 
universal postal services is especially pronounced in rural and remote areas of the country that 
otherwise would not be economically served.  Urban consumers and businesses have a far broader 
range of options.  In many rural and remote areas, the postal system is the only affordable access 
and delivery channel. 
 

Access to postal services provides an economic lifeline to consumers and small businesses, 
especially those in rural and remote areas with limited and costly alternatives.  Repealing or 
restricting universal services or forcing the Postal Service to raise mail and package delivery prices 
would harm – not help – Main Street businesses and consumers.  We have already seen that mail 
slowed by DFA will result in late payments, legal documents, prescription deliveries and much 
more.  Imposing restraints on the Postal Service’s competitive parcels business beyond the current 
statutory and regulatory pricing rules that ensure fair competition would threaten the financial 
viability of the postal system and harm millions of businesses and consumers.  The sole 
beneficiaries would be a few private competitors.   
 

For nearly 250 years, the USO has meant universal access to the postal system and uniform mail 
and package delivery across the country. Congress has not established rigid service standards, but 
first through annual appropriations language and later through the statutory language in the PSRA, 
has mandated at least six-day-per-week delivery of mail and packages through an integrated 
delivery network.  Congress has looked to the Postal Service to use its operational expertise and 
flexibility to meet the needs and expectations of the nation. 
 

Postal Monopolies: 
 

There are two, conferred by law and intended to ensure that USPS has sufficient revenues to meet 
its universal service obligation: (1) a monopoly over the delivery of letter mail, and (2) a mailbox 
monopoly. 
 

The letter mail delivery monopoly rests on the Private Express Statutes4 – criminal and civil laws 
that generally make it unlawful for private entities to deliver letter mail.  The mailbox monopoly 
states that only the Postal Service may put mail and packages into a USPS mailbox.  Both 
monopolies were designed to prevent private carriers from competing selectively only on USPS’s 
most profitable routes.  Enforcement of both falls to the Postal Inspection Service, USPS’s internal 
police force. 
 

The monopolies mean that letter mailers – from individual citizens through large commercial 
mailers – are captive ratepayers.  The PAEA defines, separately, “market dominant” (monopolized) 
and “competitive” postal products.  As a result, the Postal Regulatory Commission oversees the 
rates the Postal Service can charge market dominant mailers, ensuring they comply with the postal 

 
4 18 U.S.C. sec. 1693 ff., 39 U.S.C. sec. 601 ff.   
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statute’s objectives.  This type of maximum rate regulation is commonplace in similar contexts 
(e.g., rate regulation for public electric utilities). 
 

 

Recent Changes to Rates: 
 

 The 2006 legislation (PAEA) instituted a price cap on market dominant products that was tied to 
inflation (the Consumer Price Index for All Urban Consumers or CPI-U).  The price cap was intended 
both to stabilize postal rates and prompt USPS to do a better job of controlling its costs.  In 
addition, PAEA also required the PRC to review the market dominant system after 10 years to 
ensure it was achieving the statutory objectives and factors. 
 

As a result of this “10-year review,” the Commission adopted new regulations that relaxed the price 
cap.  Specifically, the Commission included what it called a “density” adder to allow USPS 
additional revenue to compensate for mail volume declines. This provision was controversial.  The 
Commission and the Postal Service believe it is necessary to provide the revenues that would have 
been paid by lost mail volume necessary to cover the fixed costs of a nationwide delivery network.  
Mailers believe the density adjustment is a step backwards from incentive rate regulation – USPS 
has a backstop against any losses, whether caused by external factors or management mistakes – 
and that it penalizes mail volume that stays in the system with higher rates and accelerates mail 
diversion – risking a precipitous doom loop.  The Commission also approved additional rate 
authority to fund otherwise unfunded retiree benefit obligations. 
 

The changes, implemented in 2021, took effect simultaneously with dramatic pandemic-related 
mail volume declines and record inflation.  As a result, the frequency and magnitude of postal rate 
increases on market dominant mailers in the past four years have been unprecedented.  Record 
price increases have been followed by growing mail volume declines.  In 2024, the Commission 
announced it would accelerate its five-year review of the market dominant rate system, which was 
scheduled to begin in 2025. 
 

Rate Authorities: August 2021 – July 2025 

 

Authority 
Aug 

2021 

July 
2022 

Jan 
2023 

July 
2023 

Jan 
2024 

July 
2024 

July 
2025 

Compounded 
Increase 

CPI 1.244% 5.135% 4.200% 3.406% 1.959% 1.622% 2.915% 30.88% 

Density 4.500% 0.583% N/A 0.936% N/A 4.312% 2.165% 13.06% 

Retirement 1.062% 0.785% N/A 1.036% N/A 1.820% 2.305% 6.730% 

Total 6.806% 6.503% 4.200% 5.378% 1.959% 7.754% 7.385% 47.36% 

 

Note that the two most recent increases are by far the largest. 
 

Through PAEA in 2006, the Commission is also charged with ensuring the Postal Service’s 
competitive shipping business complies with statutory pricing and costing rules that prohibit mail 
from subsidizing (“cross subsidization”) packages and that require each competitive package 
product (including individual contract agreements with shippers, or “Negotiated Service 
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Agreements (NSAs)”) to cover its costs.  The PRC enacted corresponding rules.  Based on the 
package market’s competitiveness in both service and price, as well as the fact that packages 
continue to cover not only their costs, but also an increasing amount of the USPS’s “institutional 
costs” (overhead), Congress and the Postal Regulatory Commission have ensured fair competition 
and the access of American businesses and consumers to package delivery no matter where in the 
country they reside. 
 

Taxpayer Funding; Statutory Limitations on Debt and USPS Inclusion in the Unified Federal 
Budget: 
 

Since its restructuring in 1970, the USPS has been designed to be self-sustaining, raising the 
revenues to fund its operations from the sale of postage and other fees associated with its products 
and services.  Except for mail for the blind and overseas ballot materials, the USPS generally does 
not receive taxpayer funding for operations. 
 

Exceptions: 
 

• Taxpayer funds of $10 billion through the CARES Act of 2020 to keep the agency running 
through the challenges of COVID-19, similar to assistance given various private industries; 
 

• $3 billion in the Inflation Reduction Act to supplement USPS investments in a new vehicle 
fleet and related infrastructure to ensure that a larger percentage of those vehicles are 
electric; 

 

• The PSRA (2022): (1) eliminated the requirement that USPS fully prefund retiree health 
benefits (a requirement imposed on no other government agency or private company – 
removing $57 billion in liabilities from USPS’s balance sheet; (2) Medicare Integration: 
retirees must fully integrate their health plans with Medicare, resulting in savings of well 
over $40 billion over the next 10 years.  The Congressional Budget Office score was positive 
as to overall impact of the provision on the U.S. Government. 
 

• This was an unprecedented infusion of cash and balance sheet adjustments to USPS 
totaling nearly $120 billion. 
 

The postal law limits the net annual increases in debt the USPS can incur at $3 billion per fiscal 
year.  It also limits total outstanding debt (to the U.S. Treasury) to $15 billion.  As of the end of FY 
2024, the USPS had $15 billion in outstanding debt.  That debt limit has not been changed in more 
than thirty years. 
 

The USPS is not included in the yearly budget the President sends to Congress. In 1989, Congress 
agreed that mail and package delivery is a self-financing business whose operations should not be 
scaled up or down depending on national budget considerations.  The Postal Service Fund, which is 
the fund in the Treasury for the deposit of all revenues, interest, appropriations, proceeds from 
borrowing or any other USPS receipts while not included in the yearly budget the President sends to 
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Congress, is included in the unified budget that captures all government transactions with the 
public, both on- and off-budget. Further, the Postal Service’s contributions for its employee retiree 
obligations are held in on-budget accounts, and, as a result, reductions in payments for these 
obligations have a negative effect on the federal deficit because of the scoring process. 
 

USPS Financial Solvency Issues: 
 

Since 2008, the USPS’s finances have been precarious.  Many consider that this financial situation 
has been made worse by actions taken under the Delivering for America plan.  This is well-
documented by several sources, most especially the Postal Service’s 10-Ks, annual reports to 
Congress, and more.  This section will share a few charts and facts about revenues, costs, and 
volumes.  
 

A Note on Sources: USPS financial reports, including its annual report on Form 10-K, are available 
at about.usps.com, under “What We Do,” “Performance,” and “Financials.”  Values in the following 
charts are from the 10-K and the Cost and Revenue Analysis (CRA) reports. 
 

Mail volumes, representing First-Class Mail and Marketing Mail, have declined 33 percent between 
2010 and 2025.  In 2024, those products still brought in 51.3 percent of USPS operating revenue. 
 

 
 

 

Package or parcel volumes began growing substantially for the USPS around 10 years ago as e-
commerce accelerated.  In the past three years, after a COVID-19 pandemic fueled explosion of e-
commerce in 2020 and 2021, USPS package volumes and their revenues have declined.  This is true 
for most private sector carriers as well.  For USPS, the growth in package volume from FY 2007 to FY 
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2021 appears to be a thing of the past; in FY 2024 there was only a small recovery, from 7,060 
million to 7,252 million pieces.   In FY 2025 through July, package volume is down. 
 

 
 

 

Total USPS operating revenue from the organization’s 10-K filed in November of 2024: 
 

The following table summarizes operating revenue for the past two fiscal years, followed by revenue 
for each product service category: 
 

(in millions of dollars) 
 Operating revenue: 2024 and 2023    
      2024           2023 

 First-Class Mail     25,414    24,584 

 Marketing Mail     15,373    15,081 

 Shipping and Packages   32,260    31,635 

 International        1,446       1,571 

 Periodicals            912           923 

 Other         4.132       4,392 

 

Total operating revenue   79,537    78,186 

 

Even as volume declines, revenues increased because of sharp price hikes. 
 

Costs:  Traditionally, 75 to 80 percent of USPS costs are labor-related.  In addition, the USPS incurs 
significant expense in technology, facilities, and transportation.  The Delivering for America plan 
anticipated $40B in investments into the postal network, and in the past few years the USPS has 
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upgraded 150,000 pre-career employees into career status, which carries substantially higher 
salaries and benefits costs. 
 

 

 
 

Governance of the USPS: 
 

The USPS Governors and the PRC play important and very different roles in the USPS governance 
structure.  Both comprise political appointees nominated by the President and confirmed by the 
Senate. 
 

The Postal Governors are nine presidentially-nominated, Senate-confirmed appointees, who 
oversee the USPS, appoint a Postmaster General (PMG) and Deputy Postmaster General (DPMG) to 
manage operations, and represent the public interest.  The PMG and DPMG serve at the pleasure of 
the Governors, and together with the appointed Governors form an 11-person Postal Board of 
Governors (BOG).  The President appoints members when vacancies arise through the completion 
of their seven-year terms or for other causes.  No more than five members can be from the same 
party.   
 

Most responsibilities are conferred on the Board of Governors, but several are reserved to the 
appointed Governors alone.  We will generally not distinguish those here and refer to both below as 
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“Governors.”  The Postal Board can be compared to a Board of Directors for a private company, but 
the analogy is limited because USPS is an arm of the government that provides a public service. 
 

 Finances: Governors must approve the USPS budget and finances, which includes any 
decision to request to borrow funds from the US Government through the Treasury Department, 
 

 New products: USPS management advise the Governors about new products the USPS will 
introduce in mail and packages, and almost invariably they approve any such new products or 
changes to products. 
 

 Operational changes: The Governors approve any broad facility modernization, process, or 
service changes, especially if they would either require significant capital expenditures or would 
generate savings.  Two examples:   USPS investments in large scale operational partnerships with 
private sector third parties or the purchase of its new vehicle fleet. 
 

 Labor negotiations: There are nearly  640,000 USPS employees (75-80 percent of USPS 
costs). The Governors are briefed on and give counsel regarding the USPS labor contracts, many of 
which end up in arbitration.  Postal workers have the statutory right to bargain collectively over 
wages and benefits in exchange for having no right to strike.  When no agreement between the USPS 
and its bargaining units can be reached, matters are resolved through binding arbitration. 
 

Pricing:   
 

Mail: The Governors have final approval of mail rates from the price of a stamp to the 
workshare discounts provided to private companies that help the USPS prepare and process the 
mail. 

Packages:  Governors approve rate adjustments for published package “rack” rates, the 
rates available to the public.  The Governors also approve certain negotiated service agreements 
(NSAs), functionally contracts with specific packagers or mailers, which provide reduced rates for 
larger volumes, including for USPS competitors. 

 

The Postal Regulatory Commission (PRC) comprises five commissioners nominated by the 
President and confirmed by the Senate.  The PRC has five primary areas of jurisdiction: 
 

1.  Rate and service regulation: The PRC enforces the current price cap for market dominant 
(mail) products, enforces cross-subsidy prohibitions for competitive (package) products, 
and ensures the USPS’s Universal Service Obligations (USO) regarding service standards 
are met.  There is an annual compliance review where the PRC examines USPS 
performance over the past fiscal year to determine whether there have been any violations 
of the statute or its rules. 

 

2. Complaints about the USPS: The PRC fields complaints regarding abuse alleged against 
the USPS and its practices.  This can include whether the USPS has violated its requirement 
to provide nondiscriminatory services or ensuring every citizen has access to services. 
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3. Competition regulator: Because the USPS is exempt from antitrust law for market 
dominant products, the PRC must ensure the USPS does not abuse its monopoly position. 

 

4. Post office closing appeals: The law provides a process for appealing post office closures 
to the PRC.  Many communities, particularly those in lightly populated areas, contest such 
closures. 
 

5. Changes in nature of service: The PRC issues an advisory opinion on any significant, 
substantially nationwide change in service. 
 

The PRC conducts most of its proceedings through a public notice and comment method.  Formal 
hearings must be held in change of service cases, however. 
 

Conclusion: 
 

The postal policy arena is one of the most complex in Washington. Featuring an invaluable national 
institution overseen by a functional Board of Directors, subject to regulation, serving a vast array of 
customers and their trade associations, employing more than 600,000 workers and bargaining with 
their multiple unions, and working  to connect nearly 335 million Americans every day, it is 
ultimately answerable to Congress. So, with that remarkably broad set of stakeholders, it has been 
a tribute to Congress that it has managed to achieve a consensus on broad-reaching postal 
legislation twice in fewer than twenty years.  
 

Yet much remains to be done. Postal Service numbers continue to be both disappointing and 
threatening to its stability. The controversial Delivering for America Plan has, so far, produced  
dramatically negative results.  iIt was sharply criticized in a recent PRC advisory opinion,5  and the 
Postal Service’s Inspector General has documented major failings6 .  
 

The Coalition for a 21st Century Postal Service looks forward to continuing to work with Congress 
and other stakeholders on oversight of the postal system and developing constructive approaches 
to addressing problems identified by such oversight. 
 

 
5  Advisory Opinion, PRC Docket No. N2024-1. 
6 Office of Inspector General, Report No. 23-161-R24, Effectiveness of the New Regional Processing and 
Distribution Center in Richmond, VA, March 28, 2024, https://www.uspsoig.gov/reports/audit 
reports/effectiveness-new-regional-processing-and-distribution-center-richmond-va (OIG Report No. 23 161-
R24); United States Postal Service, Office of Inspector General, Report No. 23-161-1-R24, Impacts Associated 
with Local Transportation Optimization in Richmond, Virginia, April 12, 2024, available at 
https://www.uspsoig.gov/reports/audit-reports/impacts-associated-local-transportation-optimization 
richmond-virginia  
OIG Report No. 24-074-R24; United States Postal Service, Office of Inspector General, Report No. 24-142-
R25, Network Changes: Local Transportation Optimization, December 18, 2024, available at 
https://www.uspsoig.gov/reports/audit-reports/network-changes-local-transportation optimization (OIG 
Report No. 24-142-R25) 

https://www.uspsoig.gov/reports/audit%20reports/effectiveness-new-regional-processing-and-distribution-center-richmond-va
https://www.uspsoig.gov/reports/audit%20reports/effectiveness-new-regional-processing-and-distribution-center-richmond-va
https://www.uspsoig.gov/reports/audit-reports/impacts-associated-local-transportation-optimization%20richmond-virginia
https://www.uspsoig.gov/reports/audit-reports/impacts-associated-local-transportation-optimization%20richmond-virginia
https://www.uspsoig.gov/reports/audit-reports/network-changes-local-transportation%20optimization
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Historical Details 
 

This one-page appendix presents condensed details of the historic events outlined on page 5, 
above. 
 

1775 The post office was founded by Benjamin Franklin (the first Postmaster General) and 
others, and continued until formally established by Congress in 1792.  It operated – with 
some nineteenth-century additions – until 1970, when reorganization became vital. 
 

1970 The Postal Reorganization Act of 1970 established the USPS as an independent 
agency – rather than a Cabinet department – and set up the Postal Rate Commission to 
examine how USPS revenue needs should be allocated in rates.  Those revenue needs were 
based on a breakeven rule,  and recommendations of the PRC were finally adopted by the 
Governors (except for the rare instance where the Governors rejected them - unanimously).  
This law retained the USPS letter monopoly.  It began the process of ending federal 
appropriations to the postal system.  It highlighted the importance of rural service and 
equitable rates.  In 1976, Congress added a requirement to recognize the educational, 
scientific, cultural, and informational value of mail and empowered the PRC to entertain 
appeals from post office closings 

 

2006 The 1970 law required a cumbersome, expensive rate-setting process, using a “cost-
of-service” ratemaking model.  In 2006, the Postal Accountability and Enhancement Act 
(PAEA) replaced these features with an inflation-based price cap and a notice-and-
comment procedural model.  Cost-of-service ratemaking has long been criticized – as it 
was in the postal context – as doing nothing to incentivize the regulated entity to improve its 
efficiency.  The PAEA also codified worksharing, calling for workshare discounts not to 
exceed  costs avoided by the USPS when a private firm performs preparation, processing or 
transportation functions. It also pioneered the formal division of USPS products into 
market-dominant and competitive sectors with distinct regulatory schemes.  Competitive 
product prices may not be subsidized from mail revenues (“cross-subsidization”): each 
competitive product (including individual NSAs) must cover its costs.7 

 

2022 The PAEA, however, also required the USPS to prefund all its future retiree health 
benefit obligations – a burden mandated to no other agency or Fortune 500 private firm.  
This proved an insuperable burden for a system with rapidly decaying demand.  The Postal 
Service Reform Act of 2022 (PSRA) therefore repealed the predunding mandate, required an 
inegrated, six-day-a-week delivery network for mail and packages, and reaffirmed the PRC’s 
role as the expert agency on postal costing.  Renamed the Postal Regulatory Commission, 
the PRC was given additional tools, but not enough to be a full-scale regulator.  

 
7 39 U.S.C. sec. 3631 ff. 


