COST SEGMENT 3PRIVATE 

CLERKS AND MAIL HANDLERS, CAG A‑J POST OFFICES


3.0 
SUMMARY




This segment covers salaries, benefits, and related costs of clerk and mail handler work at CAG A‑J post offices, Processing and Distribution Centers/Facilities (P&DCs/P&DFs), Air Mail Centers/Facilities (AMCs/AMFs), Bulk Mail Centers (BMCs), and Remote Encoding Centers (RECs).  This work includes mail processing, window service, administrative and support activities, and expedited delivery that are performed in post offices and in more specialized and centralized mail processing centers by clerks and mailhandlers.  Whereas clerk work occurs in all components in this segment, mail handler work is mainly mail processing work and involves loading, unloading, and moving mail.




The accrued costs of this segment in FY 1999 totaled $18,298,407 thousand.


3.0.1

Segment Costs



The costs considered in this segment are developed from certain payroll and related accounts.  Details of these accounts are shown in the Fiscal Year 1999 Cost Segments & Components Reconciliation to Financial Statements and Account Reallocations pages 12-14, 20, & 21. Major operations treated in this segment are mail processing, window service, administrative and support activities, and expedited delivery. 




The accrued segment costs are apportioned among the major operating functions and related activities for each of the components detailed in the next section.  These components, which encompass particular clerk and mail handler activities, are then considered with regard to volume variable costs and the distribution of such costs to classes and subclasses of mail and special services.


3.0.2

Component Costs



Costs of this segment are classified by component as described below (detail may not add due to rounding); amounts are summarized in the following table.

PRIVATE 


FY 1999 Costs (Thousands)


Component

   Total

     
Accrued

  Volume


   Variable

3.1  Mail Processing 
$14,598,978
$12,191,313

3.2  Window Service 
2,177,062
1,016,021

3.3  Administrative and Support Activities 
1,476,487
879,144

             Administrative Clerks
1,244,829
742,038

             Time and Attendance Clerks
222,500
137,106

              Product Specific Costs
9,158


3.4  Expedited Delivery
45,880
19,753


TOTAL  a/
$18,298,407
$14,106,231



a/  Total accrued costs include Product Specific Costs, which are shown in Appendix I, Table I-1.


3.1 
MAIL PROCESSING 


3.1.1
Description and Rationale for Classification


The mail processing component encompasses three major categories of activities – distribution of mail, operations allied to distribution of mail (including collection, mail preparation, and platform operations), and miscellaneous work (including mail processing support activities).



Each of the major activity categories, in turn, consists of a large number of distinct operations.  The manual, mechanized, and automated operations that comprise the distribution activity differ in the type of equipment used and characteristics of mail being sorted (shape, barcoding, etc.).  The individual allied operations play different roles in the flow of mail within facilities, consist of physically different work activities, and handle different subclasses of mail.  Some mail categories that would largely bypass the distribution activity (e.g., carrier-route flats) nonetheless require non-distribution handling in allied operations.  Certain miscellaneous and support operations are geared toward certain subclasses of mail or special services; others provide general support services to specific groups of distribution and allied operations or to mail processing operations as a whole.  This greater level of detail is represented in the cost analysis by the 52 cost pools into which mail processing activities are partitioned.



Mail processing volume variable costs by subclass of mail and special service are computed using the “volume variability/distribution key” method.  In this method, a total cost amount and a cost driver are specified for each cost pool (i.e., mail processing operation).  The volume variability factor is the elasticity of the total cost pool cost amount with respect to the cost driver.  The product of the total cost amount and the elasticity is the total volume variable cost of the cost pool.  Finally, a distribution key representing the subclass distribution of the cost driver is specified and used to assign the volume variable cost to the individual subclasses of mail and special services.  The theory underlying this method is discussed in Appendix H.



The mail processing volume variable cost methodology allows that the costs in cost pools with different operational characteristics will not, in general, respond identically to changes in mail volumes on the margin.  Therefore, volume variability factors are computed at the level of the cost pool and are not arbitrarily constrained to be identical.  Furthermore, since mail processing cost pools differ in the types of mail being worked, the distribution keys used to assign volume variable costs to the subclasses of mail and special services are also computed separately for each cost pool.



Listed below are the 52 mail processing cost pools as they relate to three major types of facilities: the MODS 1&2, the Bulk Mail Centers, and the remaining post-offices (non-MODS).





Volume
Volume

 

 
Cost Pool
Variability
Variable



Short name
Costs
Factor
Costs

MODS 1&2 FACILITIES













DISTRIBUTION OPERATIONS AT PLANTS







Automated Equipment





1
BCS, BCS on OCR
 bcs 
1,131,282
89.5%
   1,012,497 

2
OCR
 ocr 
      223,264 
75.1%
   167,671 









Mechanized, Letters & Flats





3
SPFSM, FSM & FSM/BCR
 fsm 
      1,165,820 
81.7%
   952,475 

4
LSM,MPLSM & SPLSM W/BCR
 lsm 
      16,603 
95.4%
   15,839 









Mechanized, Other





5
Mechanical Sort - Sack Outside
 1SackS_m 
       55,456 
92.4%
     51,241 

6
Mechanized Parcels
 mecparc 
       11,140 
97.4%
     10,850 

7
SPBS - Non Priority
 SPBS Oth 
      344,307 
64.1%
   220,701 

8
SPBS – Priority
 SPBS Prio 
       84,371 
64.1%
     54,082 









Manual Operations





9
Manual Flats
 manf 
      424,733 
77.2%
   327,894 

10
Manual Letters
 manl 
   1,511,715 
73.5%
 1,111,110 

11
Manual Parcels
 manp 
       66,921 
52.2%
     34,933 

12
Manual Priority
 Priority 
      235,686 
52.2%
   123,028 








ALLIED OPERATIONS AT PLANTS






13
Platform
 1Platform 
      1,130,419 
89.9%
   1,016,247 

14
Opening Unit - Preferred Mail
 1OpPref 
      713,872 
95.9%
   684,603 

15
Opening Unit - BBM
 1OpBulk 
      321,459 
96.3%
   309,565 

16
Bulk Presort
 1Bulk pr 
       12,963 
86.3%
       11,187 

17
Cancellation & Mail Preparation - metered
 1CancMPP 
      301,689 
54.9%
   165,627 

18
Pouching Operations
 1Pouching 
      458,624 
95.4%
   437,528 

19
Air Contract DCS and Incoming
 1Scan 
       46,806 
91.5%
     42,828 

20
Manual Sort - Sack Outside
 1SackS_h 
      185,649 
93.7%
     173,953 








DISTRIBUTION OPERATIONS AT ASSOCIATE






     OFFICES, STATIONS AND BRANCHES






21
LDC 41 – Unit Distribution - Automated
 LD41 
       35,485 
96.5%
     34,243 

22
LDC 42 – Unit Distribution - Mechanized
 LD42 
         1,159 
95.6%
        1,108 

23
LDC 43 – Unit Distribution - Manual
 LD43 
      607,974 
94.2%
   572,712 

24
LDC 44 – Post-Office Box Distribution
 LD44 
      144,928 
94.6%
   137,102 








MISCELLANEOUS AND SUPPORT OPERATIONS






25
Remote Barcoding System
 LD15 
      354,565 
100.5%
   356,338 

26
Business Reply / Postage Due
 BusReply 
       32,296 
94.9%
     30,649 

27
Express Mail
 Express 
       84,455 
58.8%
     49,660 

28
Mailgram
 Mailgram 
            263 
51.8%
          136 

29
Registry
 Registry 
      131,601 
40.0%
     52,640 

30
International 
 Intl 
      97,462 
84.8%
     82,648 

31
LDC 49 – Computerized Forwarding Syst.
 LD49 
      271,244 
98.0%
   265,819 

32
Empty Equipment
 1EEqmt 
       51,530 
67.1%
     34,577 

33
Damaged Parcel Rewrap
 Rewrap 
       14,742 
75.0%
     11,056 



















Volume
Volume



 
Cost Pool
Variability
Variable



Short name
Costs
Factor
Costs


MODS 1&2 FACILITIES (Continued)












34
Mail Processing Support
 1Support 
      197,140 
25.9%
   51,059 

34
Miscellaneous Activity
 1Misc 
      148,367 
56.1%
   83,234 

35
LDC 48 – Customer Service / Express
 LD48 Exp 
         3,593 
38.6%
       1,387 

36
LDC 48 – Customer Service / Spec.Serv
LD48_SSV
112,487
52.5%
59,056

37
LDC 48 – Customer Service / Admin
 LD48 Adm 
         176,591
54.4%
96,065

37
LDC 48 – Customer Service / Other .
 LD48 Oth 
      146,847 
67.1%
     98,534 

38
LDC 79 – Mailing Req' & Bus.  Mail Entry
 LD79 
      148,244 
29.2%
   43,287 









          MODS 1&2 SUBTOTAL

 11,203,751 
80.2%
 8,985,170 








BULK MAIL CENTERS














DISTRIBUTION OPERATIONS





39
Parcel Sorting Machine
 PSM 
       93,434 
100.0%
     93,434 

40
Sack Sorting Machine
 SSM 
       37,162 
100.0%
     37,162 

41
SPBS & Irregular Parcels (IPP & 115)
 SPB 
       73,767 
100.0%
     73,767 

42
Non-Machinable Outside (NMO)
 NMO 
       39,423 
100.0%
     39,423 









ALLIED OPERATIONS





43
Platform
 Platform 
      214,890 
94.6%
   203,286 

44
Allied Labor & all other Mail Processing
 Allied 
      264,262 
98.7%
   260,827 



               





          BMCs SUBTOTAL

      722,938 
97.9%
   707,899 








All OTHER FACILITIES (NON-MODS)













DISTRIBUTION OPERATIONS





45
Automated/Mechanized 

      164,568 
99.9%
       164,403 

46
Manual Flat 

      531,814 
100.0%
       531,814 

47
Manual Letter 

      780,671 
99.9%
       779,890 

48
Manual Parcel 

      149,614 
99.6%
       149,016 








49
ALLIED OPERATIONS

630,631
93.8%
591,532









MISCELLANEOUS OPERATIONS





50
Express Mail  

21,951
49.8%
10,932

51
Registry

       39,484 
27.2%
10740

52
Miscellaneous

      297,472 
69.5%
       206,743 









     NON-MODS SUBTOTAL

   2,616,205 
93.5%
    2,445,070 









3.1.2 
MODS 1 & 2 Facilities


The Management Operating Data System (MODS) provides postal management with information on workhours and workloads necessary to plan, control, and monitor activities within postal facilities.  Most of the Postal Service’s mail processing plants report operational data through MODS.  These plants are generally the largest and most highly automated facilities in the network of mail processing facilities.  In addition, MODS also records operational data for the customer service offices, stations, and branches associated with MODS mail processing facilities.  Mail processing costs at MODS 1&2 facilities are 63% of Cost Segment 3 costs and 18% of total Postal Service costs.



MODS performs several key functions used in the mail processing cost analysis.  It classifies all activities performed in postal facilities using standard three-digit operation numbers, records mail volumes for each operation number as appropriate, and records workhours for each operation number.  The cost pools for activities at MODS 1&2 facilities are defined in terms of the three-digit MODS operation numbers.  The total cost amounts for these cost pools are determined using a combination of payroll data, which records labor costs by broad operational groups (Labor Distribution Codes, or LDCs), and MODS workhours, for which finer operational detail is available.  MODS workhours and volumes form the data sets used to econometrically estimate volume variability factors for the cost pools representing “Function 1” sorting operations.  In-Office Cost System (IOCS) data, partitioned according to the MODS cost pool definitions, are used to determine the amount of volume-variable costs to be distributed to subclasses for cost pools without econometric variabilities, and to form distribution keys for the volume variable cost pools.  Full details of the analysis are contained in Docket No.  R2000-1, USPS-T-15, USPS-T-17, and USPS-LR-I-106.

The MODS data have been the subject of anecdotal criticism.  The Inspection Service has also conducted some narrowly focused audits that have been used to criticize the use of MODS data in the costing.  The Postal Service is well aware of such criticisms.  Many of the criticisms of “MODS data” are really criticisms of MODS workload measures, in particular First Handled Pieces (FHP).  The econometric variability analysis minimizes its reliance on FHP by using Total Pieces Fed (TPF) as the mail processing volume measure in automated and mechanized sorting operations.  Automated and mechanized TPF are derived from machine counts and are not subject to errors resulting from conversions from weight into FHP pieces.  The analogous Total Piece Handlings (TPH) measure in manual operations is subject to valid criticism only with respect to the portion of TPH that is not taken from machine counts.  The econometric volume variability analysis strongly suggests that random errors in TPH are of limited concern, and the models are structured to eliminate bias in the presence of systematic error.  

Hours data from MODS are also used in the new costing system.  Hours data are widely recognized as being reliable in total since they are compiled from the payroll clock-ring data.  The relevant potential criticism of hours data from MODS is that employees may be clocked into a different operation number (and, potentially, cost pool) than the operation to which they are actually assigned.  There are numerous anecdotes of employees working in one 3-digit MODS operation while clocked into another.  An Inspection Service Audit addressed that particular problem and reported a high rate of “misclocking” at the 3-digit MODS operation level.  The Postal Service is well aware of this issue and uses the hours data at a level of aggregation for which the misclocking rate is believed to be quite low.  The cost pools are defined so that they encompass activities for which supervisors have incentives to ensure correct clocking.  The variability analysis confirms the consistency between the hours in a cost pool and the corresponding workload measures.

The Postal Service relies on MODS hours data for many types of analysis.  The edit and review of MODS data are extensive.  MODS reports are examined on-site, at the area level, and at Headquarters to detect entries that deviate significantly from past experience.  When errors are discovered, at any of these levels, corrections are made to the site-level data.  The edit and adjustment process proceeds for several accounting periods after the initial measurement.  The Postal Service has performed a sensitivity analysis to demonstrate that estimated mail processing costs by subclass are accurate even in the presence of an extreme amount of misclocking.  The most commonly expressed theory of misclocking says that workers clocked into opening pref work in distribution operations like BCS.  If the Inspection Service Audit result of 32 percent misclocking at the 3-digit level were applied to the more aggregate cost pool data for opening pref and BCS, the average change in subclass volume variable cost would be 0.5 percent, and the maximum change would be 1.8 percent.  Such changes would be within the sampling error of the estimates.


3.1.2.1 
Distribution Operations at Mail Processing Plants


Description



Distribution operations at MODS mail processing facilities are partitioned into twelve cost pools, reflecting various manual, mechanized and automated sorting activities.  The cost pool for a given sorting activity is a composite of the incoming and outgoing scheme work for the activity.

· BCS.  Distribution of letter mail using mail processing barcode sorter (MPBCS) and delivery bar code sorter (DBCS) equipment.

· OCR.  Distribution of letter mail using optical character recognition (OCR) equipment.  OCR equipment is also used to capture mailpiece image data for the Remote Barcode System (RBCS).

· LSM.  Distribution of letter mail using letter sorting machines (LSMs).

· FSM.  Distribution of flat mail using flat sorting machines (FSMs), including FSM881 and FSM1000 equipment.

· SPBSPrio.  Distribution of Priority Mail pieces using small parcel and bundle sorter (SPBS) equipment.

· SPBS Oth.  All other distribution of parcels and bundles using SPBS equipment.

· Manf.  Manual distribution of flat mail.

· Manl.  Manual distribution of letter mail.

· Manp.  Manual parcel sorting.

· Priority.  Manual sorting of Priority Mail.

· Mecparc.  Mechanized parcel sorting. 

· 1SackS_M.  Mechanized sack sorting.



Variability and Distribution Analysis



The cost driver for each of these cost pools is the number of piece handlings in the activity, as measured by MODS TPF or TPH (except for Mecparc and 1SackS_M)
. Volume variability factors are computed for each cost pool using econometric labor demand equations that relate workhours to piece handlings, non-volume workload indicators, and economic variables such as the LDC wage.
  The volume-variability factor is, formally, the elasticity of workhours with respect to piece handlings.  MODS does not record piece handlings by subclass.  Therefore, the subclass distribution of the TPH in a cost pool is estimated using the IOCS handling tallies associated with the cost pool.  The distribution approach makes use of the fact that, for a cost pool, the proportions of handling tallies by subclass from IOCS are equivalent to the productivity-weighted proportions of piece handlings by subclass.  An IOCS tally is associated with a cost pool if it was recorded at a MODS facility, and if the MODS operation number recorded as part of the IOCS question 18 response is in the cost pool’s range of MODS operation numbers.  



As part of its classification of clerk and mailhandler activities, the IOCS questionnaire identifies whether a sampled employee was handling one or more pieces, “items” (bundles, trays, sacks, etc.) or “containers” (APCs, BMC OTRs, etc.) of mail.  Based on the IOCS responses, tallies are partitioned into “handling-mail” and “not-handling-mail” tallies.  The subclass distribution of volume variable costs depends on the composition of the handling-mail tallies associated with the cost pool.  The handling-mail tallies are, in turn, subdivided into categories of direct and mixed-mail tallies.  Direct tallies are observations of personnel handling single pieces, items subject to the top-piece rule, counted items, or items and containers containing identical mail pieces and have specific subclass information.  Direct tallies also result from observations of employees not handling mail but monitoring the operation of a piece of automated equipment at the time of the reading.  Mixed mail tallies result from uncounted items, and counted and uncounted containers, as well as observations of employees handling empty items and containers.  The essential feature of mixed-mail observations is that there is no direct information on the subclasses of mail associated with the observation.  The subclass distribution of mixed items is inferred from the subclass distribution of direct items of the same type within the cost pool.  Counted containers have information on the percentage of each type of piece and item filling the container.  The subclass distribution for these containers is inferred by “filling” the container with the subclass distribution of items and loose mail in the same cost pool.  Uncounted containers get the subclass distribution of counted containers of the same type in the cost pool.  The definitions of the mixed-mail tally categories are described in more detail in Appendix C.



For certain pools the non-volume variable costs are included in the incremental costs of specific subclasses.  The incremental cost of Priority Mail includes non-volume variable costs in the Priority and SPBS Priority pools;  the incremental cost of Express Mail includes non-volume variable costs in the Express and LD48 Exp cost pools (see Appendix I).  


3.1.2.2
 Allied Operations at Mail Processing Plants



Description



Allied labor operations have two principal functions – to prepare mail for distribution operations in the plant, and to process other mail that may not require handling in piece sorting operations (i.e., presorted mail).  Allied operations serve as “gateways” through which mail must pass en route to its final destination.  Cost pools are defined for the following allied operation groups.

· Platform operations (1Platfrm).  Platform activities include loading and unloading trucks, crossdocking pallets and other containers of mail, and initial sorting of sacks and other containers of mail performed in the vehicle unloading process.  Platform support activities, including transfer clerks, ramp clerks and expediters are also included in this cost pool.

· Opening Unit (1OpBulk, 1OpPref).  Opening unit activities include manual distribution of letter and flat bundles, breaking down containers of mail, and preparing letters and flats for processing in piece sorting operations by cutting bundles and traying mail.  The MOD System defines separate operation numbers for opening unit activities related primarily to bulk business mail and for “pref” mail.  The Opening Unit-Bulk (1OpBulk) and Opening Unit-Pref (1OpPref) cost pools are distinguished to account for differences in mail composition between these sets of activities.

· Presort (1BulkPr).  Activities related to handling of presort mail volumes, including traying or banding of presort mail.

· Cancellation and Mail Preparation (1CancMPP).  These activities include obtaining mail from windows, drop units, and staging areas; manual and mechanized cancellation of mail; traying canceled mail and loose metered mail for distribution operations; rating short paid mail.  These activities primarily handle First-Class mail.

· Pouching (1Pouching).  This cost pool includes activities at pouch racks; tray banding; containerization of dispatched mail.

· Air Contracting Data Collection System (1SCAN).  This cost pool includes workhours expended scanning mail using the Air Contracting Data Collection System.

· Manual Sack and Outside Sorting (1SackS_h).  Manual distribution of sacks, pouches, and outsides; manual distribution of outsides when worked on the platform.



Variability and Distribution Analysis



As with distribution operations, the volume-related cost driver for allied operations is taken to be handlings of mail within the operation.  In the cancellation and mail prep cost pool, the number of handlings is simply the volume of mail processed on cancellation equipment and in meter mail preparation operations and is captured in MODS.  In this case, the variability analysis is essentially identical to the analysis of distribution operations.  For most other allied activities, most of the handling is of containerized mail – mail in bundles, sacks, trays, pallets, rolling containers, and so on.  MODS does not collect information on this type of workload that can be compared across facilities.  Therefore no econometric volume variability analysis is performed for the remaining allied labor cost pools.  Volume-variable costs are computed as the ratio of dollar weighted IOCS tallies for “variable mail processing” activity codes
 to total dollar weighted tallies associated with the cost pool.  The calculation excludes the mail processing overhead activity codes (6521-6523) that are classified as volume variable to the extent of other mail processing costs.  Since IOCS tally data can be used to identify subclass distributions for the time spent handling different types of containers, the distribution key formation procedure is similar to that for sorting operations. However, as a departure from the within-pool distribution method employed by the Postal Service in Docket R97-1, the not-handling tallies for the allied cost pools (except for 1CancMPP) are distributed to subclasses, based on the aggregated handling tallies in all distribution and allied operations in the MODS facility grouping. 


3.1.2.3
Distribution Operations at Stations and Branches



Description



Some distribution work is performed at stations and branches, as dictated by mail flows, processing windows, and service standards.  This distribution work is primarily incoming secondary distribution (i.e., sorting to carrier route).

· LD41.  Automated letter distribution in stations and branches (LDC 41), mostly using carrier sequence barcode sorter (CSBCS) equipment.

· LD42.  Mechanized distribution (all shapes) in stations and branches (LDC 42).

· LD43.  Manual distribution (all shapes) in stations and branches (LDC 43).

· LD44.  Manual distribution (all shapes) at box mail distribution cases and to post office boxes in stations and branches (LDC 44).



Variability and Distribution Analysis



While these operations are similar to the corresponding manual, mechanized, and automated sorting operations in mail processing plants, it is not possible to estimate volume variability factors econometrically for these operations.  The degree of volume-variability is determined using the IOCS-based method described in section 3.1.2.2, above.



The distribution keys for each cost pool are based on the associated IOCS tallies using the same procedures employed for sorting operations in mail processing plants.


3.1.2.4
Miscellaneous and Support Operations



Description



In addition to sorting and allied operations, clerks and mailhandlers perform numerous additional activities.

· Remote Barcode System (LD15).  RBCS activities, including keying activities in Remote Encoding Centers (RECs) and letter mail labeling machine (LMLM) work in mail processing plants.  

· Cost pools related to specific subclasses or special services.  These include operations related to business reply mail and postage due activities (BusReply), Express Mail, Mailgrams, and registry.  

· Computerized forwarding system/central markup unit (LD49).

· Platform acceptance (LD79).  These operations cover all acceptance and verification activities, including determining eligibility of mail for rates claimed, verifying that mail meets preparation requirements, verifying and collecting postage payments, and moving accepted mail to handling or staging areas.

· Empty Equipment (1EEqmt).  Empty equipment processing not associated with specific distribution or allied operations.  This includes staging and transporting empty equipment for use by associate offices or postal customers, and inventorying empty equipment storage areas.

· Mail Processing Miscellaneous and Support (1Misc and 1Support).  General mail processing support operations (Function 1).

· Customer Service Support (LDC 48 operations).  Support and miscellaneous work at customer service facilities (Function 4).  LDC 48 includes support operations related to Express Mail (LD48 Exp) and other special services (LD48 SpS) as well as general customer service support activities (LD48 Adm and LD48 Oth).



Variability and Distribution Analysis



Cost driver data for econometric variability analysis are available for the RBCS cost pool.



The cost driver for the RBCS cost pool is mailpiece images processed by the RECs.  The variability is determined from a regression of keying workhours on mailpiece images.  The distribution key is based on IOCS direct tallies associated with the BCS/OSS operations (MODS operations 271-278, 971-978), in which RBCS-generated barcodes are applied to mailpieces.



The variability factors for the other cost pools are determined using the IOCS-based method described in section 3.1.2.2, above.  Distribution keys for volume-variable costs are based upon the IOCS tallies associated with the cost pool, except for the Function 1 Support and Function 4 Support cost pools.



The cost drivers for the Function 1 Support and Function 4 Support cost pools are the work activities in the supported mail processing operations.  Therefore, the total volume-variable cost in each support operation is distributed in proportion to the composite volume-variable cost in the supported operations.  The supported Function 4 operations include window service at MODS associate offices (AOs), stations and branches.  The supported operations are:

· Function 1 Support (1Misc and 1Support): Distribution operations at plants; allied operations at plants; other miscellaneous and support operations, excluding LDCs 48 and 49.

· Function 4 Support (LD48_Adm and LD48_Oth): Distribution operations at AOs, stations and branches; other miscellaneous and support operations in LDCs 48 and 49; MODS window service.


3.1.3
Bulk Mail Centers



The Bulk Mail Center (BMC) network consists of 21 facilities specialized for processing bulk mail and parcels.  Relative to other mail processing plants, BMCs have much more extensive platform and other “allied” operations; distribution operations at BMCs are geared towards parcel and sack sorting.



Mail processing operations at BMCs are subdivided into six cost pools.  Each cost pool corresponds to certain PIRS operations, and to corresponding sets of IOCS tallies.  The volume-variability factors are determined using the IOCS-based method described in section 3.1.2.2.  BMC cost pool totals are developed using clerk and mailhandler pay data totals for the 21 BMCs, which are separated into cost pools in proportion to the IOCS tallies associated with each cost pool.  Administrative and customer service costs for the BMCs are also identified using IOCS tallies.  The IOCS tallies associated with each cost pool are used to form distribution keys for BMC volume variable costs using the same algorithms employed for the MODS distribution keys.


3.1.3.1
Distribution Operations at Bulk Mail Centers



Description

· PSM.  Mechanized parcel sorting.

· SSM.  Mechanized sack sorting.

· NMO.  Distribution of non-machinable outsides.

· IPP.  Sorting of irregular pieces and parcels (IPPs); opening IPP sacks.



Variability and Distribution Analysis



The variability and distribution analyses are carried out for each cost pool as described in Section 3.1.3.


3.1.3.2
Allied and Other Operations at Bulk Mail Centers



Description



Allied labor activities similar to those performed at MODS mail processing plants are carried out at BMCs as well.  However, less operational detail on these operations is available from IOCS.  Accordingly, there are only two categories of allied and miscellaneous activities at BMCs.

· Platform. Loading and unloading trucks, crossdocking containers of mail, and initial container sorting performed as part of the vehicle unloading process.  These operations are generally similar to MODS Platform operations.

· Allied labor and other mail processing.  This cost pool includes all BMC activities not classified above, including other allied labor activities and mail processing support work.



Variability and Distribution Analysis



The volume-variability factors are determined using the IOCS-based method described in section 3.1.2.2.  



Distribution keys for each cost pool are formed from IOCS tallies as described in section 3.1.3. The not-handling tallies for these cost pools are treated similarly to those in the MODS allied operations.


3.1.4
Other Facilities (Non-MODS)



Description



The non-MODS office group consists of all post offices not included in the MODS or BMC office groups.  These are generally small facilities that engage primarily in manual mail processing activities, though some facilities have automated equipment such as the Carrier Sequence Bar Code Sorter (CSBCS).  Mail flows within non-MODS facilities tend to be simpler than in large plants with numerous specialized mail processing operations.  Clerk and mailhandler costs are partitioned into the following cost pools:

· Allied.  Platform and collection activities, moving mail to/from other operations, separating/breaking down mail, other allied labor activities.

· Automated/Mechanized.  Automated and mechanized distribution operations (primarily CSBCS).

· Express Mail.  Distribution of Express Mail and related activities.

· Manual Flat.  Distribution of mail at flat cases.

· Manual Letter.  Distribution of mail at letter cases.

· Manual Parcel.  Manual piece distribution of parcels.

· Registry.  Activities in the Registry section.

· Miscellaneous.  All mail processing activities not otherwise classified above.



Variability and Distribution Analysis



Since non-MODS facilities do not, by definition, report operating data to the MODS system, workhour and workload data for specific mail processing activities at these facilities do not exist.  However, clerk and mailhandler costs can be partitioned into operation-specific cost pools using IOCS tally data, in a similar manner to the partition of BMC costs into cost pools.  



The absence of operating data precludes econometric estimation of volume variability factors for non-MODS operations.  The volume-variability factors for the non-MODS cost pools are determined using the IOCS-based method described in section 3.1.2.2.



Distribution keys for non-MODS operations are based on the IOCS tallies associated with each cost pool, and use the same algorithms as are used for the distribution keys in similar MODS operations. The not-handling tallies for the Allied cost pool are treated similarly to those in the MODS allied operations. The not-handling tallies for the Miscellaneous cost pool are distributed based on all Non-MODS aggregated handling tallies.


3.1.5 
Adjustments to Mail Processing Volume Variable Costs



Several adjustments are made to obtain final volume variable mail processing costs.  One set of adjustments transfers a portion of clocking in and out costs at BMCs and at non-MODS offices from the administrative component to mail processing.  Additional adjustments reapportion the volume variable costs distributed to the registry and special delivery special services.  The premium pay adjustment redistributes night differential and Sunday premium costs.


3.1.5.1 
Clocking In And Out at Bulk Mail Centers and Non-MODS Offices


The programs that process the IOCS tally data assign an administrative IOCS operation code to clocking in and out tallies (activity code 6522).  However, a significant portion of these costs is incurred as overhead to mail processing (and window service) operations.  To appropriately reflect this, a portion of the cost associated with clocking in and out is moved from the administrative component to mail processing and window service.  This adjustment is necessary only for the BMC and non-MODS office groups, where the partition of costs is based on IOCS tallies.  Costs for all overhead activities, including clocking in and out, associated with an operation group are included in the MODS 1&2 cost pool totals.

The clocking in and out adjustment is carried out separately for the BMC and non-MODS office group.  For each office group, the total costs associated with clocking in and out are identified, as well as the total costs excluding clocking in and out for each cost segment 3 component.  The clocking in and out costs for each office group are distributed to the cost components in proportion to the total costs excluding clocking in and out for each component.  The clocking in and out costs distributed to mail processing are volume variable to the same extent as the other mail processing costs for the office group.  The volume variable portion of clocking in and out costs is distributed in proportion to the other distributed mail processing volume variable costs for the office group.


3.1.5.2
Special Services Costs.

Special Service costs are assigned when the mail pieces with paid special services are processed by employees clocked into the Special Service-related cost pools. In the distribution and allied operations, the same mail pieces are processed as ordinary mail pieces of the same subclasses; therefore they are assigned the underlying subclass costs rather than the Special Service costs.

 
The exceptions are when the mail pieces are themselves detached Postal Service forms used in the provision of special services. With those forms, Special Service costs are incurred in any cost pool in which the forms are processed. Another exception is the Special Handling service cost which is incurred in any cost pool, provided the underlying subclass is eligible to receive the service, i.e. the subclass must be either Standard A Single Piece or Standard B.

The resulting procedure streamlines the Docket No. R97-1 Postal Service costing procedure, in particular for Registered Mail. It eliminates the need for the Docket No. R97-1 W/S 3.1.1 ‘normal feature’ adjustment; this RPW-based adjustment removed the mail processing costs from the costs attributed to the Registered Mail Services in any cost pool.  It also eliminates the need for the “Registry adjustment” in W/S 3.1.1 to make the data consistent between the Registry IOCS and RPW categories.


3.1.5.3
Premium Pay Adjustment


The premium pay adjustment (or the peak load cost adjustment) is done for night shift differential and Sunday premium for non-BMC mail processing labor costs.  The volume variable night shift differential and Sunday premium pay at non-BMCs are deducted from all classes (excluding special services) and redistributed in the following way:  

· Nonplatform volume variable night shift differential and Sunday premium are distributed to “pref mail” (First-Class, Priority, Express Mail, International, Free for the Handicapped, Penalty USPS and Periodicals), in proportion to the non-platform, non-BMC volume variable costs with night shift differential and Sunday premium, respectively, for each subclass and category. 

· Platform volume variable night shift differential and Sunday premium are distributed to all classes in proportion to platform, non-BMC volume variable costs with night shift differential and Sunday premium, respectively, for each subclass and category.
  



This reduces the night shift differential and Sunday premium pay distributed to “nonpref mail” which is Standard Mail (originally third-class and fourth-class), reflecting the lower marginal costs due to service standard differences.  The logic of this adjustment and the general methodology employed is the same as done previously since Docket No.  R87-1.
  These calculations have been modified to be consistent with the Docket No.  R97-1 testimonies of witnesses Bradley, USPS-T-14, and Degen, USPS-T-12.


3.1.6
Incremental Costs




The incremental costs for the various mail processing operations in this component are calculated by applying the same cost equations used to develop the volume variable costs.  The majority of the operations use the translog method for incremental cost calculations.  The constant elasticity method is used when the volume variability for an operation is a composite of the volume variabilities of two or more operations.  Product specific costs, shown in Appendix I, Table I-1, are identified in manual Priority and manual Express operations.


3.2
WINDOW SERVICE


3.2.1
Description and Rationale for Classification


Window service activities are in three groups: transactions that involve mail classes or special services; sales of stamps, cards, money orders, Express Mail, and stamped envelopes, weigh and rate activities,  and the setting of postage meters; and all other window activities.



Transactions Involving Mail or Services.  These activities include accepting and delivering parcel post, insured mail, registered mail, and other mail; issuing receipts and col​lecting postage related to accepting and delivering mail;  seek​ing certificates of mailing; issuing and cashing money orders; and renting post office boxes and receiving rental payments.



The number of each of these window transactions tends to be fully variable with the volume of the related mail, and service and clerk time for such transactions tends to increase proportionately as the number of transaction increases.  These costs are therefore classified as fully variable with volume.



Stamps, Cards, Money Orders, Express Mail, and Stamped Envelope Sales; Weigh and Rate; and Postage Meter Setting Activities.  These activities represent the time that window clerks spend providing specific services to customers at post office windows.  Stamps may be sold individually, in coils, booklets, or sheets.  Any number of cards may be sold to a customer.  Stamped envelopes may be sold individually or in boxes of 500.  Postage meters may be set for any amount of postage.  Weigh and rate activities, Express Mail, and Money Order sales can be single or multiple item transactions.



The variabilities for some of these window service activities are based upon surveys of customer purchasing behavior.  Those surveys quantified the relative incidence of two possible customer reactions to a need to send more mail:  (1) making larger purchases while not increasing the number of trans​actions (visits to the post office), and (2) not increasing the amount purchased while increasing the number of trans​actions in proportion to the increased mailing need.  Special studies of window service transaction times and profiles
 indicate that (1) the first type of reaction produces no increase in clerk staffing time, and (2) the latter type of customer reaction results in a fully volume variable increase in clerk staffing time and therefore in costs.  The composite effects of these two types of customer reaction produce estimated volume variabilities of 46.1 percent for stamp sales, 50.4 percent for card sales, and 24.2 percent for meter setting.



Based upon the IOCS, costs for serving a customer with the sale of plain stamped envelopes (activity code 5060) is deemed postage sales, of which 47.9 percent is considered variable with volume.  The remainder of the other stamped envelope costs (activity codes 5090, 6060 and 6090) is considered 100 percent variable due to the envelope feature.  Costs for Money Order sales are considered 65.37% volume variable and costs for Express Mail services are 83.15% variable with volume.  The costs that are associated with weighing and rating mail are 56.37% volume variable.  



All Other Window Activities.  These activities include all preparation and accounting work associated with opening or closing out a window, such as balancing and replenishing stamp stocks, checking postage meter dates and closing out postage meters, and running tally tapes of receipts; col​lecting fees and performing other work not related to any particular mail class in connection with certain customers who pick up mail at windows (e.g., general delivery and customer hold mail); being engaged in other activities (e.g., auditing stamp credit; handling customer inquiries; and handling matters for other government agencies such as the Internal Revenue Service); and at window waiting for a customer and overhead time.  The time required for these activities, other than the last two, varies with factors other than mail volume, such as the number of postal customers and daily accounting and reporting requirements.  Accordingly, the costs for these activities are classified as institutional.



Information from the window service transaction time and profile studies indicates that time spent at a window wait​ing for a customer is directly proportional to time spent on other window service activities.  Thus, the costs for time at a window waiting for a customer are classified as vari​able to the same degree as the costs for all other window service activities.  Window service overhead time tends to vary in accord with the amount of other window service time, and the costs for it are classified as variable to the same degree as costs for all other window service time.


3.2.2
Accrued Costs


Accrued costs consist of all window service costs at CAG A‑J post offices.  Costs are included for clerks and mailhan​dlers (roster designations 11, 12, 31, 32, 41, 42, 61, and 62) doing window service work (uniform operation codes 09, 24, 25, and 26) regarding mail in the forms of direct mail (codes 1020‑4950) and mixed mail (codes 5300‑5480 and 5610‑5750).  Additionally, costs are included for those employees engaged in mail‑connected special services work (codes 0010‑0300), window and window-related office activities (codes 5020‑5195 and 6000‑6200), and other activities (codes 6270 and 6519).  Costs for clerk uniform allowances also are included.



Window service overhead consists of costs stemming from window service clerks on break (code 6521) and the window service share of costs of clocking in or out (code 6522).  (See section 3.1.5.2 for the development of accrued costs for clocking in or out.


3.2.3
Volume Variable Costs


Volume variable costs for window service consist of that portion of accrued costs relating to mail‑connected special services (codes 0010‑0300), direct mail (codes 1020‑4950) and mixed mail (codes 5300-5480 and 5610-5750).  Also included as volume variable are costs for activities involving money orders (codes 5080 and 6080) and, as discussed in section 3.2.1, those portions of the accrued costs of window service relating to stamp, card, and meter setting activities (codes 5040, 5050, 5070, 6040, 6050, 6070 and 6073) and stamped envelopes (codes 5060, 5090, 6060 and 6090).  Costs for post office box work (uniform operation code 24) and window caller work (uniform operation code 25) not involving the handling of mail (activity codes 6020 and 6030) are also considered volume variable.



Costs incurred for waiting for a customer at the window are volume variable to the same degree as the costs for all other service activities and costs for uniform allowance and for overhead time (codes 6521 and 6522) are volume variable to the same degree as all other window service costs.


3.2.4
Distribution of Costs


Window service volume variable costs for certain mail‑connected special services (codes 0010‑0300) and direct mail (codes 1020‑4950) are distributed to the classes and subclasses of mail and special services represented by the codes.



Costs for mixed mail (codes 5300‑5480 and 5610‑5750) are distributed to classes and subclasses of mail and special services by basic function, i.e., outgoing (code 1), incom​ing (code 2), transit (code 3), and other (code 5), in the same proportions as costs for direct mail (codes 1020‑4950).  This distribution process is described in greater detail in Appendix C.



The volume variable portion of costs for stamps (codes 5040 and 6040), cards (codes 5050 and 6050), and meters (codes 5070 and 6070) is distributed to classes and subclasses of mail on the basis of relative mail volumes determined from the application of Origin Destination Information System (ODIS) proportions to official estimates of mail volume prepared by Revenue, Volume and Performance Measurement Division, as described in Appendix D.



Volume variable stamped envelope costs related to envelope sales are distributed to the stamped envelope special service, while those related to postage sales are distributed between two categories of mail ‑‑ the letters and parcels subclass of First‑Class Mail and the bulk rate nonprofit other subclass of third‑class mail.  The basis for the distribution is the relative number of stamped envelopes added to salable stock in each category.  Volume variable costs for selling cards are distributed to the related First‑Class Mail subclass, postal cards.



The costs for post office box work (uniform operation code 24, activity code 6020) and caller service activities (uni​form operation code 25, activity code 6030) are distributed to the related special services.



Volume variable costs for time at a window waiting for a cus​tomer are distributed to classes and subclasses of mail and rate categories in proportion to the distribution of all other window service costs.  Uniform allowance costs and volume variable overhead time costs (codes 6521 and 6522) are distributed to classes and subclasses of mail and special services in proportion to the corresponding distribution of all other window service costs.


3.2.5
Incremental Costs


The incremental costs for the mail weigh and rate, stamps, and meters cost window operations are calculated using the constant elasticity method.  The non-volume variable costs in three window operations - cards, Express Mail, and money orders - are product specific, as shown in Appendix I, Table I-1.  The incremental costs equal the volume variable costs for those window operations that are fully volume variable, including waiting time at the window and special services.


3.3 
ADMINISTRATIVE AND SUPPORT ACTIVITIES




Accrued costs consist of all administrative and support work costs at MODS 1&2 facilities, Bulk Mail Centers, and non-MODS facilities.  Administrative and support work costs are included for clerks (roster designations 11, 31, 41, and 61) doing Express Mail work and performing administrative and support work regarding various category groupings of activities and activity codes.  They are devel​oped separately for each category as follows: administrative work in the Express Mail section; claims and inquiry work; personnel and time and attendance work; and other adminis​trative and support responsibilities, including accounting and auditing, data collection and processing, general office and clerical duties, purchasing, and miscellaneous activities.


3.3.1

Description 




Express Mail Administration



Costs for Express Mail (activity code 6231) involve activities of personnel who have been assigned to the Express Mail section but are not handling mail.




Claims and Inquiry Work.




This work encompasses handling complaints, processing dead letters and other mail for ship​ment or disposal, handling the contents of torn envelopes or broken packages (loose in the mails activities), correspond​ing in connection with inquiries, maintaining claims records, and responding to general inquiries.  Claims and Inquiry work include activities clocked into MODS operation codes 551-552 for the MODS 1&2 facilities and the activities classified under the uniform operation code 17 for the BMCs and the non-MODS facilities.




Personnel and Time and Attendance Work.



This work includes counseling (Equal Employment Opportunity and Program for Alcoholic Recovery), nursing, Postal Employee Development Center training, and safety specialist activities, as well as recording employee arrival and departure times and hours of work according to pay categories, distributing time cards to racks, reviewing time cards for accuracy, answering employee questions concerning leave and pay matters, prepar​ing forms related to personnel actions, maintaining personnel records, and conducting examinations of applicants for employment.  Activities under IOCS codes 6610, 6640, and 6650 are included in this category.




Accounting and Auditing Activities.




These activities involve daily recording and bookkeeping functions, periodic reporting, and current operations and are included under IOCS activity code 6620




Daily recording and bookkeeping functions include verifying daily cash reports, posting cash books, maintaining trust funds, taking inventories of accountable paper, recording daily transactions, and checking and balancing general ledger accounts.




Periodic reporting consists of work on daily, weekly, biweekly, and accounting period reports; budget operations reports; and cost control reports.  Employees who perform these activities may also research, compile, and record data for special studies on postal activities.




Current operations include entering payroll information into machines, auditing time cards, and preparing journals reflecting payroll actions.




Data Collection and Processing Activities



These activities involve weighing and recording all mail volumes passing through Management Operating Data System (MODS) offices, performing MODS transactor entries, sampling mail volume, analyzing statistical data pertaining to financial and operating activities at post offices, transcribing information to computer input forms and performing computer data entry.  IOCS code 6495 which involves certain mail‑related activities and code 6660 which involves a related general service are included in this category.




General Administrative and Clerical Activities



These activities include receiving, routing, and responding to correspondence; performing receptionist functions; copying and duplicating materials; setting up and maintaining files; typing and transcribing; and similar activities.  Also included are administrative duties relating to (1) the over​all operation of a post office; (2) work for the Postal Inspection Service or on area or Headquarters projects; (3) general messenger work; and (4) work performed by gen​eral guards, watchmen, elevator operators, switchboard operators, and keypunch operators.  Certain mail‑related activities (one‑half of code 6460) and a related general service activity (code 6630) are included in this category.




Purchasing Activities.  This work is associated with IOCS code 6320 and one-half of code 6460.




Miscellaneous Activities



This work includes various train​ing activities, conducting or taking examinations regarding systematic methods for sorting mail according to destination (scheme examinations), quality control, and reve​nue protection activities.  IOCS codes 6480, 6500, 6511‑6512, 6514, 6516, and 6519 are included in this category of miscellaneous activities.


3.3.2

Volume Variable Costs.




Costs for Express Mail personnel not handling mail (activity code 6231) are classified as non-volume variable.  Since these costs would be avoided if Express Mail were eliminated, they are included in Express Mail incremental costs (see Appendix I).




Claims and Inquiry



Some claims and inquiry work is associated with mail classes and special services.  Performance of these activities can reasonably be expected to vary with the volume of mail of the associated class or service.  Other claims and inquiry activities con​cern more general matters and vary with non-volume factors such as the number of postal customers.  Accordingly, that portion of claims and inquiry costs that involves mail classes and special services is classified as fully variable and the remaining costs, excluding overhead costs, incurred when no mail is in hand, are classified as institutional.  Overhead costs (codes 6521 and 6522) are volume variable to the same degree as the portion of the claims and inquiry costs that involves mail classes and special services.




Personnel and Time and Attendance Work. 




The costs of these functions vary according to the number of postal employees.  Additional employees require that additional time be devoted to these functions.  Personnel and time and attendance functions are therefore classified as variable to the same degree that other postal employee costs are variable.  Costs for personnel and time and attendance are classified as volume variable to the same degree as the composite of labor costs in Cost Segments 1 through 12 and the Postal Inspection Service portion of Cost Segment 18.




Accounting and Auditing Activities. 




These activities are primarily a function of reporting requirements that are not related to volume.  Time and attendance related functions included in this segment tend to vary with the number of employees, which is partly vari​able with volume.  The amount of time devoted to the audit​ing and accounting of time and attendance functions is not identifiable but is small relative to the amount of time spent on other auditing and accounting activities.  For these reasons, all auditing and accounting activities are treated as functions of reporting requirements that do not vary with volume, and their costs are classified as insti​tutional.




Data Collection and Processing Activities.  




The costs of recording and reporting attendance and leave data are included under time and attendance, discussed earlier.  The activities included here tend to be affected by changes in mail volume, both directly and through the resultant changes in personnel to process mail.  Accord​ingly, these costs are classified as variable to the same degree as the composite of mail processing and city carrier office time costs.




General Administrative and Clerical Activities. 




These services are provided as support to postmasters, supervisors, and the overall operations of post offices.  The level of such services is generally tied to the total number of postal employees at facilities and installations.  As the number of postal employees increases, the workloads and management responsibilities of postmasters and super​visors, and the level of support activity, increase.  Reporting is more complicated, problems are more intricate, and daily operations are more complex.  Finding solutions frequently requires special studies or increased correspond​ence with the areas or with Headquarters.  Typing, filing, copying requirements, and other general clerical activities all increase.  In order to manage a heavier workload effectively, adjustments are made that affect both staff size and rates of pay.  Because these costs vary with the number of postal employees, they are classified as variable to the same degree as other postal employee costs are variable.




Thus, costs for general office and clerical work are variable to the same degree as labor costs in Cost Segments 2 through 12 (excluding costs of time and attendance clerks, costs of supervision of time and attendance and of employee labor relations technical personnel in Cost Segment 2, and costs of custodial and building equipment maintenance personnel in Cost Segment 11).




Purchasing Activities.  The work associated with these activities does not vary as mail volume changes.  In some instances, purchasing activities do involve support for volume variable functions, but when requirements for sup​plies or materials change due to volume changes, the ability to adjust the size of inventories by modifying order amounts buffers the effect of volume increases on this cost.  Hence, the costs of purchasing activities are classified as institutional.




Miscellaneous Activities.




In general, training and examination costs tend to vary with the number of related positions for which the training or examination activities are performed.  Therefore, for analytical purposes, training and examination costs are grouped in three distinct categories:

1) The first involves conducting or taking scheme examinations (code 6500).  These costs, incurred to evaluate the understanding of those holding and desirous of advancing to positions requiring scheme knowledge, tend to be fully variable.

2) The second category involves training activities concerning the operation of equipment for sorting various shapes of mail  (codes 6511‑6516).  These costs are proportional to the costs of sorting various shapes of mail and are classified as fully variable.

3) The third category includes safety, window service, administrative and clerical work, and general mail processing and various special service training.  The level of these costs tends to vary with the number of clerks and mailhandlers and is classified as variable to the same degree as non-training costs in this cost segment.  Costs for miscellaneous activities involving training and examination costs for other training and examination (code 6519) are volume variable to the same degree as all non-training costs in this cost segment.




Quality control activities involve checking the accuracy of various types of mail processing and city delivery carrier work including casing, sorting, and distributing mail.  Revenue protection activities involve various checks of mail to determine whether or not the postage paid is in accordance with approved rates and classification regulations.  Costs for quality control and revenue protection work are classified as variable to the same degree as the composite of mail processing and city carrier office time costs.  Costs for other miscellaneous activities are classified as institutional.  Costs for quality control and revenue protection (code 6480) are volume variable to the same degree as the composite of mail processing and city carrier office time costs.  Costs for other miscellaneous activities are classified as institutional.




Costs for overhead time (codes 6521 and 6522) are volume variable to the same degree as other administrative and sup​port costs.


3.3.3

Distribution of Volume Variable Costs




Claims and Inquiry



Claims and inquiry volume variable costs are distributed among classes and subclasses of mail and special services on the basis of the IOCS data.  Volume variable overhead costs (codes 6521 and 6522) are distributed to classes and subclasses of mail and special services in the same proportions as the distribution of all other claims and inquiry volume variable costs.




Personnel and Time and Attendance Work


Volume variable costs for personnel and time and attendance are distributed among classes and subclasses of mail and special services in the same proportions as the composite of volume variable labor costs in Cost Segments 1 through 12 and the Postal Inspection Service portion of Cost Segment 18.



Data Collection and Processing Activities.




Data collection and pro​cessing costs are distributed among classes and subclasses of mail on the basis of total mail volume.




General Administrative and Clerical Activities




Volume variable costs for general office and clerical activities are distributed among classes and sub​classes of mail and special services in the same proportions as labor costs in Cost Segments 2 through 12 (excluding costs of time and attendance clerks, costs of supervision of time and attendance and of employee labor relations technical personnel in Cost Segment 2, and costs of custodial and building equipment maintenance personnel in Cost Segment 11).




Miscellaneous  




Volume variable costs for quality control and revenue protection are distributed among classes and subclasses of mail and special services in the same proportions as the composite of volume variable mail processing and city carrier office time costs.  Volume variable training and examination costs (1) for scheme examina​tions (code 6500) are distributed among classes and sub​classes of mail and special services on the basis of costs for nonplatform mail processing work; (2) for sorting equip​ment (codes 6511‑6516) are distributed among classes and subclasses of mail and special services on the basis of mail processing costs for related shapes of mail; and (3) for other matters (code 6519) are distributed to classes and subclasses of mail and special services on the basis of nontraining volume variable costs in this cost segment.




Administrative clerk overhead costs (codes 6521 and 6522) are distributed to classes and subclasses of mail and special services in the same proportions as the distribution of all other administrative support costs


3.3.4
Incremental Costs 

The incremental costs for quality control clerks, data collection clerks, and other administrative clerks are calculated using the constant elasticity method.  

The institutional costs for Express Mail clerks are considered product specific to Express Mail.  

The incremental costs for various training activities, including mail processing parcel training, mail processing non-parcel training, and scheme training, are equal to volume variable costs.  The incremental costs for claims and inquiry clerks are also equal to volume variable costs.  

The volume variabilities for costs of administrative clerks for other training activities, for general office and clerical, and for time and attendance are dependent on a composite of other postal labor activities.  The incremental costs for these components are calculated in the same way as those of the independent components, in proportion to the amount of costs 

in each independent component.  Product specific costs for these components are shown in Appendix I, Table I-1.

3.4 
EXPEDITED DELIVERY



Expedited delivery costs cover salaries, benefits, equipment maintenance allowance (EMA) costs, and other related costs associated with the out-of-office activities to deliver Express Mail and other mail products that cannot be delivered on regular routes by regular delivery personnel and meet service standards.  These costs also may include providing pickup service, and performing various inter-facility movements and collection activities.  The office time associated with these out-of-office activities are treated the same as all other clerk office activities.



The accrued costs of this segment in FY 1999 totaled $45,880 thousand.  The accounts and booked costs analyzed in this segment are described in 3.0.2. and are summarized in the following table (detail may not add to total due to rounding).

PRIVATE 


FY 1999 Costs (Thousands)


Component

     Total


      Accrued

      Volume


        Variable


3.4 Expedited Delivery
$45,880
$19,753


3.4.1
Description and Rationale for Classification


Street activity consists of time spent at stops, time spent driving between stops, and travel time from the delivery unit to the first stop and from the last stop back to the delivery unit.  Stops and the time spent at stops are further classified according to the following activities:

a. Express Mail facility drop/pickup






b.    Other facility drop/pickup




c.    Customer delivery






d.    Express Mail collection box

       e.    Other collection box

f. Other (including pickup service)

This classification supports separate analysis of street activities that differ with respect to cost causality.


3.4.2
Accrued Costs


Accrued costs for expedited delivery street activity are apportioned among driving, stop, and travel/support functions using percentages derived from a special study of messenger activities presented in R97-1.


3.4.3
Volume Variable Costs


Volume variable street activity costs are determined separately for the driving, stop, and travel/support functions, as follows:

a.     Driving – Accrued driving costs are multiplied by factors that account for the variability of driving time with respect to stops (62.0 percent) and the variability of the number of stops with respect to the number of activities (96.6 percent).  This yields a pool of activity-related driving costs, which is apportioned to specific activities on the basis of their relative frequencies, as determined from a special study.  For customer delivery, volume variable driving costs are determined by multiplying delivery-related driving costs by the variability of delivery points with respect to pieces (94.0 percent).  For regular collection, volume variable driving costs are determined by multiplying collection-related driving costs by the coverage variability of collection activity (60.0 percent).  All other driving costs are treated as fixed. 

b. Stop – For customer delivery, statistical analysis of data from a special study of messenger activities is used to identify the effects on stop time of the number of stops made and the numbers of delivered accountable and non-accountable pieces.  Volume variable customer delivery stop costs are determined by separately multiplying accrued customer delivery stop costs by each of the following: (i) the product of the variability of delivery stop cost with respect to delivery points (68.7 percent) and the variability of delivery points with respect to pieces; (ii) the variability of delivery stop cost with respect to accountable piece volume (13.3 percent); and, (iii) the variability of delivery stop cost with respect to non-accountable piece volume (2.4 percent). For Express Mail collection boxes, volume variable stop costs are determined by multiplying accrued Express Mail collection box stop costs by a factor developed from analysis of data from a special study of messenger activities.  For regular collection boxes, volume variable stop costs are determined by separately multiplying accrued regular collection box stop costs by each of the following: (i) a factor developed from analysis of data from a special study that identifies the effect of collection volume on the time spent at a collection stop; and, (ii) the product of the coverage variability of collection activity and a factor developed from analysis of data from a special study that identifies the effect of the number of collection stops on time spent at collection stops. All other stop costs are treated as fixed.

c. Travel/Support – Accrued travel/support costs are considered volume variable to the same degree as the composite of street costs (other than travel/support).


3.4.4
Distribution of Costs
a.    Volume variable customer delivery costs associated with driving and the number of stops made are distributed to classes and subclasses of mail and special services on the basis of the corresponding characteristics of the pieces delivered, as determined from the special study of special delivery messenger activity presented in R97-1.

b.   Volume variable customer delivery stop costs associated with the number of delivered accountable pieces are distributed to Express Mail, International and relevant special services on the basis of the corresponding characteristics of the pieces delivered, as determined from the special study of special delivery messenger activity presented in R97-1.

c.    Volume variable customer delivery stop costs associated with the number of delivered non-accountable pieces are distributed to classes and subclasses of mail on the basis of the corresponding characteristics of the pieces delivered by messengers, as determined from the special study of special delivery messenger activity presented in R97-1.

d.    Volume variable Express Mail collection box costs are distributed to Express Mail.

e.   Volume variable regular collection box costs are distributed to classes and subclasses of mail on the basis of a special study.

f.    Volume variable travel/support costs are distributed to classes and subclasses of mail and special services in the same proportions as the composite of volume variable street costs (other than travel/support).

3.4.5
Incremental Costs


The incremental costs for all activities, except travel and support and those activities that are fully variable with volume, are calculated using the constant elasticity method.  Because travel and support costs are burdened on all other street costs and mail-related office costs, the incremental costs for travel and support are calculated in the same manner as the incremental costs of these activities.  Express facility drops and pickups and Express Mail box collection drive costs are product specific to Express Mail.  Product specific costs are shown in Appendix I, Table I-1.

�  The BMC and non-MODS cost pool amounts do not include the clocking in and out adjustment; see Section 3.1.5.1.


�   Every model specification for variability analysis in Docket No. R97-1 and Docket No. R2000-1 exhibits very high explanatory power and statistically significant coefficients on the workload measures.


�   The volume-variability factors for these two cost pools are computed based on the dollar-weighted tallies (see 3.1.2.2). The 1SackS_M is treated like an allied operation for distribution purpose (see 3.1.2.2).





�   The SPBS cost pools have been pooled for variability estimation, but retain separate distribution keys.  The mechanized parcel sorting and mechanized sack sorting cost pools lack sufficient MODS data and therefore do not use econometrically estimated volume-variability factors.  They employ the IOCS-based variability method described below for other mail processing cost pools.


� Costs associated with activity codes 6210, 6220, 6230. 6231, 6240, 6320, 6420, 6430, 6480, 6511, 6512, 6514, 6516, 6518, 6519, 6630, and not handling tallies with activity codes 0010 and 0060, were classified as fixed mail processing in the pre-R97-1 volume-variable cost methodology. 


�   See Docket No.  R97-1, USPS witness Alexandrovich, Workpaper A-2, pages 1-4.1.


�   See PRC Opinion for R87-1, pages 126-202.


		�   The transaction time study provides information regarding the effects on transaction times of economies of scale (performing more of the same type services) and economies of scope (performing additional services of differing types).  The transaction profile study provides information concerning the mix of varying combinations of services and various numbers of the same services provided during transactions.


	   		 �  See footnote 3 of this Cost Segment.
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