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Experimental Priority Mail Flat-Rate Box
Third Semi-Annual Status Report
August 31, 2006

I., Introduction

This is the third semi-annual report to be filed with the Postal Rate
Commission — pursuant to Attachment C (Data Collection Plan) of the Stipulation
and Agreement approved in Docket No. MC2004-2 — summarizing use of the
experimental Priority Mail flat-rate box. Volume data are presented for the two
quarters that have transpired since the second semi-annual report was filed: the
second quarter of Fiscal Year 2006 (January 1 - March 31, 2006) and the third
quarter of Fiscal Year 2006 (April 1 - June 30, 2006). |

Il. Data Collected

The attached table shows the distribution of total Priority Mail flat-rate-box
volume by weight and zone in Fiscal Year 2006, Quarters 2 and 3. The data are
derived from ODIS-RPW sampling (for non-permit mail) and from the Postal One
data system (for permit mail). Total volume was 15.5 million pieces, distributed
as 63.3 percent at 0 - 5 pounds, 29.4 percent at 5 - 10 pounds, 6.7 percent at 10
- 20 pounds, and 0.6 percent at 20+ pounds. The 15.5 million pieces represented
3.35 percent of all Priority Mail volume in Fiscal Year 2006, Quarters 2 and 3. By
zone, the volume was most pronounced in Zone 8 (31.2 percent) and Zone 5
(17.3 percent).

Total volume can also be disaggregated as 7,953,246 (51.5 percent) for
the 14” x 12” x 3.5” box shape and 7,498,192 (48.5 percent) for the 11.25” x
8.75” x 6” box shape. The first figure has a margin of error (MOE) at the 95
percent confidence level of 3.6 percent.! The second figure has an MOE at the

95 percent confidence level of 3.8 percent.

! This means that with 95 percent confidence, the figure can be estimated as 7,953,246, +/- 3.6 percent
(approximately +/- 286,000).




The weight and zone distributions ‘reflect, for the two box shapes
combined, an average weight per piece of 4.95 pounds and an “average zone”
(where Zone 1 = 1.0, Zone 2 = 2.0, etc.) of 5.76.2 While these averages have
implications for the financial impact of the experiment, ultimately the net impact
will depend on the balance between volume that has migrated from elsewhere in
the Priority Mail rate schedule and volume that is newly attracted to Priority Mail
by the flat-rate box. The Postal Service has provided an estimate of this net
impact for FY 2005 in Docket No. R2006-1, USPS-LR-L-119.

The most common method of postage payment for the Priority Mail flat-
rate box in Quarters 2 and 3 was the postage validation imprinter (PVI), a retail
postage label similar to a meter stamp strip. Following in order of prevalence
were information-based indicia (e.g., PC Postage, Click-N-Ship, eBay Online

Postage); traditional postage meters; postage stamps; and, lastly, permits.
lll. Future

The Priority Mail flat-rate-box experiment is set to expire at the end of its
second year, on November 20, 2006. In anticipation of this event, the Postal
Service has included a proposal for a permanent classification in Docket No.
R2006-1, the omnibus rate case proceeding currently before the Postal Rate
Commission. The proposal is contained in USPS-T-33, the direct testimony of
Thomas M. Scherer.

2 For average weight, the MOE at the 95 percent confidence level is 1.8 percent. For the average zone, the
MOE at the 95 percent confidence level is 6.9 percent.
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