Postal Rate Commission
Submitted 9/27/2006 3:42 pm
Filing ID: 53622

Accepted 9/27/2006
BEFORE THE

POSTAL RATE COMMISSION
WASHINGTON, D.C. 20268-0001

PosTAL RATE AND FEE CHANGES, 2006 Docket No. R2006-1

RESPONSE OF THE UNITED STATES POSTAL SERVICE
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE
(OCA/USPS-78)

The United States Postal Service hereby provides its response to the following
interrogatory of the Office of the Consumer Advocate, filed on July 13, 2006:
OCA/USPS-78.

The interrogatory is stated verbatim and is followed by the response.

Respectfully submitted,
UNITED STATES POSTAL SERVICE

By its attorneys:

Daniel J. Foucheaux, Jr.
Chief Counsel, Ratemaking

Scott L. Reiter

475 L'Enfant Plaza West, S.W.
Washington, D.C. 20260-1137
(202) 268-2999, Fax -5402
scott.l.reiter@usps.gov
September 27, 2006




RESPONSE OF THE UNITED STATES POSTAL SERVICE TO
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OCA/USPS-78. An article appears it the July 13, 2006, issue of FederalTimes.com,
entitled “Pay-for-Performance plan boosts managers’ salaries.” In the article a “3-year-
old pay-for performance system” is described. Please furnish memoranda, manuals,
slides, notices, instructions, guidelines, and any other documents that give a complete
picture of this system.

a. In the article, it is also stated:

Under the program, employees are graded on a variety of criteria,
which vary depending on one’s position and responsibilities. One factor
might be how much revenue increased in a particular post office; another
might be how much timely overnight deliveries exceeded expectations.

Pay raises are determined according to how well each manager
met personal goals set by his supervisor, how well his post office or facility
met its goals and how well the Postal Service as a whole met national
goals.

* * * k%

The Postal Service said it has designed a program whose metrics
provide an accurate measurement of employee performance, which in turn
is directly tied to the performance of the national organization.

Those measuring instruments are still being tweaked . . . .
In the request for documents, OCA places particular emphasis on how pay-for-

performance is tied to timeliness, delivery, and service scores for particular subclasses,
special services, products, retail services, and delivery services.

b. Specifically state how pay-for-performance is affected by meeting/not
meeting/exceeding service standards for the following subclasses and services:
I. Express Mail
il. Priority Mail
iii. First-Class Mail
iv. Retail Package Services
V. Parcel Select

C. Also state how pay-for-performance is affected by providing high/poor quality

service for the following special services:
I. Premium Forwarding Service

il. Certified Mail

iii. Registered Mail

iv. Insurance

V. Collect on Delivery
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Vi. Return Receipts

Vil. Delivery Confirmation
viii.  Signature Confirmation
iX. Special Handling

X. Confirm

If quality targets are set for some subclasses, special services, and products, but
not others, what is the reasoning behind favoring some, by including them in the
pay for performance metrics, while excluding others?

Please confirm that subclasses, special services, and products that are included
in the pay-for-performance system are likely to receive higher quality service than
those that are excluded. If this is not confirmed, then please explain fully.

Please provide all “metrics” that are used to determine pay-for-performance.

List all types of positions that come under the pay-for-performance system. Give
the number of individuals for each type of position that comes under the pay-for-
performance system.

How are bonuses attributed to the particular classes, services, and products that
benefit from pay-for-performance? Give specific citations to materials filed in
Docket No. R2006-1. If bonuses are not attributed to particular classes, services,
and products, why not?
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RESPONSE:

(@) The following documents are being filed in hard copy form as Library Reference

L-183:
1. PFP Process Overview, including Process Overview Diagrams
2. PFP Glossary of Terms
3. Guidelines Covering Pay-for-Performance for EAS Employees, V.2, October,
2005
4. Guidelines Covering Pay-for-Performance for PCES Employees, V.2, October,
2005

5. FY 2006 Pay-for-Performance Program Administrative Rules for EAS

Employees, V.2.1, October, 2005

FY 2006 Pay-for-Performance (PFP) EAS Pay Rules, September, 30, 2005

Manage Profile, Quick—Start Guide for Employees, V.4, October, 2005

Manage Profile, Quick-Start Guide for Evaluators, V.4, October, 2005

Objective-Setting Process, Quick-Start Guide for Employees, V.2, October,

2005

10. Review & Approve Objectives, Quick-Start Guide for Evaluators, V.2, October,
2005

11. Objective Setting Process: Tips for Employees and Evaluators, V.1, October,
2005

12. Excerpt from April 25, 2006 USPS NEWS LINK, Mid-Year Standardization

13. Enter Mid-Year Accomplishments, Quick Start Guide for Employees, V.3,
March, 2006

14. Review Mid-Year Accomplishments and Enter Mid-Year Discussion Date,
Quick-Start Guide for Evaluators, V.3, March, 2006

15. Interim and End-of-Year Ratings: Guidelines for Determining Who Provides
These Ratings, V.1, April, 2005

16. Frequently Asked Questions (FAQ)

© 0N

Since the FY2006 end-of-year process guidelines are not yet available, the
following FY2005 end-of-year process documents are included in the Library Reference:

17. Enter End-of-Year Accomplishments, Quick-Start Guide for Employees, V.2,
September, 2005

18. Review End-of-Year Accomplishments and Enter End-of-Year Discussion Date,
Quick Start Guide for Evaluators, V.2, September, 2005

19. Enter and Submit Recommended Core Requirements Ratings, Quick-Start
Guide for Evaluators, V.2, November, 2005

20. Conduct Higher-Level Rating Reviews, Quick-Start Guide for Evaluators, V.2,
November, 2005

21. Ratings: How Do Evaluators Review Ratings?



RESPONSE OF THE UNITED STATES POSTAL SERVICE TO
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE

22. Ratings: How Do Employees Review Ratings?

(b) National Performance Assessment (NPA) is the foundation for measuring
organizational performance at the Postal Service at Areas, Clusters, and individual
units, such as a post office. Express Mail, Priority Mail (Air and Surface), and First-
Class Mail (overnight, 2-Day, & 3-Day) are all measured as corporate indicators in NPA.
All reports and all NPA measured units are measured on corporate indicators at the
cluster, area, or national level. These service indicators account for 40 percent of the
corporate score. All units are also measured on a set of unit indicators more specific to
their unit type (such as retail revenue for a retail unit). The corporate score contributes
from between 30 percent and 70 percent of the final NPA score, depending on unit type.
The combination of corporate and unit indicator results is the final NPA composite score
which is submitted for compensation consideration.

Parcel Select Service Performance is a unit indicator and is measured on units
that have been identified as having a direct impact on its performance. The total weight
of this indicator towards the final NPA score is between 1.5 percent and 5 percent.

Different positions eligible for participation in the Pay-For-Performance (PFP)
program have individual NPA ratings based on different weights applied to the
measures that they have the greatest potential to impact. At the end of the year, the
final NPA score for each eligible position is sent to the Performance Evaluation System
(PES) where core requirement results are factored in to the overall PFP rating. The
final NPA score contributes 80 percent of the final PFP rating for postmasters and 70

percent for all other employees.
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(c) In certain functions of the field organizations, some employees are assigned
individual core requirements specific to these special services. Specifically, field
functional organizations such as Computerized Forwarding Unit, Mail Processing,
Operations Support/In Plant Support and District Customer Services all have pre-
determined core requirements that tie to the services referenced in this section. In the
National Performance Assessment (NPA) component of PFP, Delivery Confirmation /
Signature Confirmation are combined for a single unit indicator and are measured on
units that have been identified as having a direct impact on Delivery Confirmation/
Signature Confirmation performance. The total weight of this indicator towards the final

NPA score is between 1.5 percent and 7 percent.

(d) All targets for measured indicators are set with quality in mind and are set to
drive desired behavior towards performance improvement. Each indicator measured in
NPA has a weight assignment that is used to calculate the final NPA score. The fewer
indicators assigned to any one unit type, the more weight they will carry, and the more
attention they are likely to receive. To ensure all measured indicators receive
appropriate attention, NPA assigns no more than 12 unit indicators to any one unit type.
To stay within this indicator number limit, only those indicators identified as needing the
most improvement or identified as contributing most to the success of the organization

are included in the measurement system.
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(e) Not confirmed. Postal managers continue to use the Daily Mail Condition
Reporting system and Customer Service Daily Reporting system to report all mail on
hand and the delayed status of all mail classes. Postal employees take pride in
providing our customers the best service possible. Indicators measured in the
performance assessment system are identified as needing the most attention for
improvements. These indicators help direct management attention to areas of
performance improvement opportunities. Focusing attention on such opportunities does
not mean that focus is lost on providing our customers the best possible service in every

category, including those which already meet high levels.

() A brief synopsis is provided below. Additional information on the specifics can be
found in the above documents, specifically, Guidelines Covering Pay-for-Performance
for EAS Employees and Guidelines Covering Pay-for-Performance for PCES
Employees.

Relative to each specific pay package and position type, EAS employees and
evaluators focus on the contributions in the employee’s line-of-sight or influence when
setting a pre-determined number of Core Requirements and behavioral indicators for
the fiscal year. Corporate/unit indicators are identified in the National Performance
Assessment (NPA) system. NPA tracks actual performance against these indicators.

During the Rating Assignment phase of the Pay-for-Performance process,
evaluators assign Core Requirement ratings to the employee. To determine an
employee’s overall performance rating, for employees rated on corporate/unit indicators,

the aggregate results of the evaluation process—including core requirements ratings
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and corporate/unit indicators—are used to determine one overall numeric rating.
Headquarters and Headquarters-Related Unit employees are not rated on
corporate/unit indicators. The overall performance rating determines the employee’s

compensation for the following year.

(9) In general, eligible positions for PFP include approximately 75,000 non-
bargaining employees. That includes about 33,000 supervisors and managers, 25,000
postmasters and installation heads, 9,000 professional-administrative-technical
employees, 1400 area office employees and 7,000 headquarters and HQ field support
units. Certain positions are excluded from the program for a variety of reasons — e.g.,
bargaining-unit employees, casual employees, employees in structured development
programs, and employees in pay systems with different statutory compensation
mandates. Excluded positions are listed in the FY2006 Pay-for-Performance Program

Administrative Rules for EAS Employees, V.2.1, October, 2005.

(h)  The Pay-For-Performance program is not a “bonus” program as referred to in
other governmental sectors. Pay-For-Performance is the sole source of annual pay
increases for eligible employees. There are no general increases, locality pay
premiums, or automatic step increases. PFP participants get one salary increase based
on PFP results. The salary increase is made within a market-based salary structure
that is compressed by the statutory salary cap. For most PFP participants, if any part of
the salary increase is impacted by the grade maximum, that portion of the award is

converted to a lump sum payment. Because the PFP costs are included in employee
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compensation, the PFP costs are distributed to classes and subclasses of mail and

special services in the same proportions as employee compensation.



