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The Parcel Shippers Association (PSA) respectfully submits these 

comments on city carrier data and cost models in response to Order No. 3926.1    

PSA supports investigating the availability of more comprehensive and 

otherwise improved city carrier data.  These efforts may identify data sources 

that will improve the accuracy and currency of city carrier street costing.  

Accurate city carrier street costing methods are important due to the substantial 

costs involved – $12.4 billion plus piggybacks in FY 2016.2 

We, however, caution that a single equation model – through which the 

variability of all letter route costs with respect to all volume variables (e.g., letters, 

flats, parcels) are determined simultaneously in a single equation – may not be 

preferable to the current method of developing and separately analyzing the 

variability of parcel and regular (letter/flat) delivery cost pools. 

In Docket No. RM2015-7, PSA explained that introducing a package 

delivery variable into the regular delivery model generated implausible results 
																																																								
1 Order No. 3926, Notice and Order Establishing Docket Concerning City Carrier 
Special Purpose and Letter Route Costs and to Seek Public Comment, May 31, 
2017. 
2 USPS-FY16-2, fy16public cost segs and comps.xls, “CS07,” cell J61.	
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and that these results were more likely the result of econometric problems than 

of improved accuracy: 

UPS’ econometrician added a package delivery variable to the 
Postal Service’s regular delivery regression to attempt to assess 
the relationship between regular delivery time and package 
volumes. The result of UPS’ analysis – that each additional 
package present increases the cost to deliver letters and flats by 
nearly a minute defies common sense….  

While we have not reviewed Dr. Neels’ econometrics, PSA 
encourages the Commission to do so. It seems much more likely 
that Neels’ result is caused by his use of questionable package 
volume data in this regression, collinearity between mail volume 
variables, or other econometric issues than that his result is an 
accurate reflection of USPS operations. 

Docket No. RM2015-7, Reply Comments of the Parcel Shippers Association, 
May 13, 2015, at 5-6.   

The Commission’s and Postal Service’s efforts after Docket No. RM2015-

7 may yield improved volume data, but the high correlation between volume 

variables will nevertheless remain, posing substantial practical obstacles to 

simultaneously determining the variability of carrier costs with respect to letter, 

flat, and parcel volumes in a single equation.  Dr. Bradley expressed similar 

concerns:  

It is important to recognize that the Postal Service’s approach to 
estimating parcel variabilities is based, in large part, on the 
practicality of accurately estimating those variabilities. 
Philosophically, I agree with Dr. Neels that there are certain 
advantages associated with estimating an overall “top-down” 
variability equation in which all variabilities and marginal costs are 
simultaneously estimated. In theory, such an approach could allow 
for econometrically testing separability. In practice, as Dr. Neel’s 
own research has demonstrated, this can be a very difficult course. 
Even with 10,000 observations, Dr. Neels could not successfully 
overcome the problems of missing data and multicollinearity, which 
often plague top-down approaches…. 

If nothing else, adding parcels to a variability equation could induce 
sufficient multicollinearity to render inaccurate the separate 
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estimation of all variabilities. In this circumstance, the prudent 
approach is to estimate the variabilities of parcels and accountables 
separately from the estimation of variabilities for the other mail 
streams.   

Docket No. RM2015-7, Dr. Bradley’s Analysis of the Supplemental Report of Dr. 
Kevin Neels On Behalf of United Parcel Service, July 8, 2015, at 23-24. 

It is possible that additional work will resolve these difficulties and make 

using a single equation model possible.  At this point, however, we are 

unconvinced of this prospect and suggest the wisdom of using a single equation 

model for estimating variabilities should be viewed with a healthy dose of 

skepticism. 

Respectfully submitted, 
 
By: /s/ James Pierce Myers 
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