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PROPOSAL EIGHT:  MAIL FLOW REVISIONS IN LETTER MODELS 

 

OBJECTIVE: 

Proposal Eight seeks to modify the modeling methodology in First-Class Mail (FCM) 

and Marketing Mail (MM) letter cost models last submitted in USPS-FY17-10 (Docket 

No. ACR2017) to reflect current mail processing flows for presorted MAADC letters.  

Advances in Optical Character Reader (OCR) and letter processing technology have 

eliminated the need for processing pre-barcoded mail in outgoing secondary (OS) 

operations, and allowed the Postal Service to increase processing efficiency by merging 

the flows of pre-barcoded and non-barcoded letter mail in outgoing primary (OP) 

operations.  This proposal seeks to modify the letter processing models to reflect this 

current operational reality.  

 

BACKGROUND: 

The USPS Marketing Mail Automation Letters Barcoding Passthrough for the FY 2017 

was 1300.0 percent.1  On page 26 of the Annual Compliance Determination (ACD) 

Report, the Postal Regulatory Commission directed the Postal Service to “provide a 

plan to move the passthrough toward 100 percent”.  On June 27, 2018, the Postal 

Service filed a response with its plan to align the cost avoidance.2  This proposal aligns 

the barcode cost avoidance and the associated passthrough with the Commission’s 

directive.     

                                                             
1  Table II-5: USPS Marketing Mail Letters (Commercial and Nonprofit) Workshare 

Discounts and Benchmarks on page 25 of the 2017 ACD.  
2  See page 10 of Second Response of the United States Postal Service to Commission 

Requests for Additional Information in the FY 2017 Annual Compliance Determination 
(June 27, 2018). 
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The current set of mail processing letter cost models were initially developed when 

cancelation equipment made only basic separations based on indicia and Facing 

Identification Mark (FIM), had fewer output stackers for sortation, and had limited ability 

to sort mail based on an automated read of the destination address.  At the time, the OP 

barcode sortation (BCS) operation was typically used to process FIM mail coming off 

the Advanced Facer Canceller System (AFCS) and, because the AFCS could not read 

addresses and isolate local mail, the OP scheme would have numerous holdouts for 

local ZIP codes and large local firms such as banks, utilities, and other large-volume 

businesses that would be receiving pre-barcoded Courtesy Reply Mail (CRM).  The 

inclusion of these local holdouts meant that the OP scheme could not isolate mail for all 

Automated Area Distribution Centers (AADCs) because of a fixed number of holdouts.  

Mail for low volume AADCs would be jackpotted and flow to the OS scheme.  First-

Class Mail and Marketing Mail presort pre-barcoded letters, which by preparation 

standard requirements had no mail destinating in the service territory of the processing 

facility, were directed to the OS scheme, thus eliminating instances of multiple 

handlings of mail destinating in low volume AADCs.3   

 Over time, advances in OCR technology has enabled the AFCS to read addresses and 

isolate locally processed mail from mail destinating in the service territory of other 

processing plants.  These advances eliminated the need to have local separations on 

OP schemes.  With this change, it is no longer necessary to process pre-barcoded mail 

on the OS scheme.  Pre-barcoded Mixed AADC (MAADC) mail could be merged with 

outgoing mail from the AFCS, thus increasing the quantity of mail processed on the OP.  

                                                             
3  For presorted mailings, all mail destinating in any of the 3-Digit zones processed by 

the entry facility is required to be presented in Origin 3-Digit trays.  
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This, in turn, increases run time and increases productivity by distributing fixed 

setup/breakdown times over a larger set of mail, as well as producing fewer partially-

filled trays for transportation to downstream plants.  This evolution can be seen by 

comparing the relative processed volumes in OP and OS schemes over the last 

eighteen years.  In FY 1999, total pieces fed (TPF) in OS BCS operations were 17.0 

billion pieces and TPF for OS BCS operations were 14.6 billon pieces.  In FY 2017, TPF 

in OP BCS operations were 21.2 billion pieces and TPF in OS BCS operations were 1.7 

billion pieces.  

PROPOSAL:  

Under this proposal, there are three proposed operational or methodological changes.  

Modification 1 modifies the models to reflect current operational flows described above.  

Modification 2 corrects the exclusion of mechanical rejects from Input Sub System (ISS) 

operations.  Modification 3 improves the measurement of the value of the barcode by 

removing the conflation of differential downflows between Output Sub System (OSS) 

operations and automation BCS operations in the Marketing Mail Letters cost model 

only. 

To enable easy assessment of the impact of each proposed methodological change, a 

“PROPOSAL” tab has been added to the version of each Excel model (First-Class Mail 

and Marketing Mail) that is attached to this Petition electronically.  On the “PROPOSAL” 

tab, model modifications described below are listed, and besides the listing in the 

column labeled “Toggle” is an indicator for activating Modifications 1 and 2.  When the 

word “Yes” is typed into the “Toggle” column, the proposed methodological change is 

active.  When anything other than “Yes” is typed into the Toggle column, the model 
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reverts to the Docket No. ACR2017 methodology.  There is no Toggle for Modification 3 

which is applicable only to the Marketing Mail Letters cost model.  Detailed descriptions 

of the modifications are as follows: 

Modification 1:  The aligning of current operational flows of automation MAADC mail 

with modeled automation mail; this is accomplished by simply changing the inflow of 

10,000 pieces of modeled mail from the OS entry point- “Out Sec Auto”, cell E10 to the 

OP entry point -“Out Prim Auto”, cell E9 on the “AUTO MAADC MODEL” tab.  Turning 

the Toggles for Modification 1 to “Yes” and Modification 2 to “No” isolates the impact of 

Modification 1 in the “PROPOSAL” tab.  As discussed above, this modification directly 

impacts only the Automation MAADC Presort Letters and Cards categories.  

Modification 2:   When the letter models were updated for the deployment of the DBCS 

Input Output Sub System (DIOSS) which replaced the traditional OSS/ISS operations, 

the updated methodology did not account for mechanical rejects that flow to manual 

operations.  Modification 2 corrects this oversight by revising the metric, since the 

DIOSS reject rate is composed of the OSS rate of rejects flowing to manual operations 

(cell G6 in tab “Accept”) and rejects flowing to Remote Encoding Center (REC) 

operations (cell F6 in tab “Accept”).  This modification corrects the DIOSS operations’ 

treatment of rejects to that of traditional OSS/ISS operations for treatment of pieces 

flowing to manual operations and to OSS operations.  To allow easy recognition of tabs 

and cells where such calculations take place, the affected cells and tabs have been 

highlighted in yellow.  Turning the Toggles for Modification 1 to “No” and Modification 2 

to “Yes” isolate the impact of Modification 2 in the “PROPOSAL” tab.   
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Modification 3: In Marketing Mail Letters cost model in Docket No. ACR2017 and prior, 

the estimated barcode cost avoidance has been calculated as the difference between 

modeled (Non-Automation) Machinable MAADC letters and Automation MAADC letters.  

This measure conflates the value of the barcode with the intrinsic differences between 

nonbarcoded and automation mail.  Machinable MAADC mail is more “local” in nature 

than automation MAADC mail, as evidenced by the measured downflow densities from 

OSS operations relative to OP operations.  For example, in the MM letter cost model, 

with respect to the downflow densities (in the “DENSITY” tab) from the Outgoing OSS 

Automation operation (Out OSS Auto), 53.70 percent of pieces will flow to an 

SCF/Incoming Primary operation, while the downflow from the Outgoing Primary 

Automation (Out Prim Auto) operation to the SCF/Incoming Primary operation is only 

42.68 percent.  Modification 3 corrects this distortion by creating a model of machinable 

MAADC mail that uses the same downflow densities as automation MAADC mail (from 

“Out Prim Auto” operation), thereby accurately estimating the value of a barcode when 

used as a benchmark.  To accommodate this correction, it was necessary to model the 

benchmark as a price category with the correct downflow densities.  Tabs “MACH 

MAADC BENCH MODEL” and “MACH MAADC BENCH COST” have been added to the 

MM models.  Cells N16 – N19 and cells N41 – N45 in tab “MACH MAADC BENCH 

MODEL” use the automation MAADC downflow density distribution as described in the 

above example.  A toggle was not necessary because costs from “MACH MAADC BC-

Benchmark” are only used to calculate pre-barcoding cost avoidance and passthroughs.  

The FCM Letters Workshare and Discounts calculations do not require a similar 
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benchmark to calculate the value of the barcode.  Therefore, this modification has only 

been applied to the MM Letters cost model.  

This proposal changes the DPS percentages of price categories experiencing revised 

unit costs.  The revised percentages are noted in the “PROPOSAL” tab in the mail 

processing cost models spreadsheets and can be tracked to cell L46 of the 

corresponding cost sheets.  The revised DPS percentages were applied to the FY 2017 

delivery cost models to yield revised delivery costs.4  The FY 2017 data have also been 

provided for comparison.   

IMPACT: 

The cumulative impacts of all three modifications in Marketing Mail Letters’ costs are 

presented below.  MM costs from USPS-FY17-10 (Docket No. ACR2017) are provided 

for comparison.  Price categories not directly impacted are changed via the effect of the 

CRA proportional adjustment factor change.  This proposal would increase the barcode 

cost avoidance of Marketing Mail of Automation MAADC letters from $0.001 (Docket 

No. ACR2017) to $0.006.  This would reduce the Passthrough from 1300 percent 

(Docket No. ACR2017) to 217 percent.5  

  

                                                             
4 See spreadsheet “Prop 8 UDCmodel17 DPS Update.xlsx” (also included with  this 
Petition electronically), tab “1.Table 1” 
5 See spreadsheet “Prop 8 Worksharing Tables.xls” (also attached to this Petition 

electronically), tab “Marketing Mail Letters Proposal”, cell K12. 
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MARKETING MAIL LETTERS  

MAIL PROCESSING UNIT COST (CENTS) 

  
  

  

PRICE CATEGORY ACR2017 PROPOSED CHANGE 

Nonautomation Nonmachinable MADC Presort Letters 25.480 25.334 -0.58% 
Nonautomation Nonmachinable ADC Presort Letters 18.159 18.057 -0.56% 

Nonautomation Nonmachinable 3-Digit Presort Letters 15.980 15.891 -0.56% 
Nonautomation Nonmachinable 5-Digit Presort Letters 9.153 9.105 -0.53% 

Nonautomation Machinable MAADC Presort Letters 7.568 8.161 7.84% 

Nonautomation Machinable AADC Presort Letters 5.957 6.277 5.37% 
Automation MAADC Presort Letters 7.271 7.646 5.16% 

Nonauto MAADC BC-Benchmark N/A 7.986 N/A 

Automation AADC Presort Letters 6.215 6.184 -0.49% 
Automation 3-Digit Presort Letters 5.733 5.705 -0.48% 

Automation 5-Digit Presort Letters 3.971 3.954 -0.42% 

 

The impacts of the two modifications applicable to the costs of First-Class Mail letters 

and cards are presented below.  FCM costs from USPS-FY17-10 (Docket No. 

ACR2017) are provided for comparison.  Price categories not directly impacted by the 

modification(s) are changed via the effect of the CRA proportional adjustment factor 

change.  Metered letters costs are not affected by any of these modifications or the 

change in the CRA proportional adjustment factor.  
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FIRST CLASS MAIL 

MAIL PROCESSING UNIT COSTS (CENTS) 

  
  

  

PRICE CATEGORY ACR2017 PROPOSED CHANGE 

Letters: 
  

  

Metered Letters 13.054 13.054 0.0% 
Nonautomation Presort Letters (machinable) 7.639 8.189 7.2% 

Automation MAADC Presort Letters 8.467 8.938 5.6% 

Automation AADC Presort Letters 7.098 7.046 -0.7% 
Automation 3-Digit Presort Letters 6.493 6.446 -0.7% 

Automation 5-Digit Presort Letters 4.225 4.197 -0.7% 

Cards:        

Nonautomation Presort Cards 4.473 4.589 2.6% 

Automation MAADC Presort Cards 3.630 3.755 3.5% 
Automation AADC Presort Cards 3.224 3.198 -0.8% 

Automation 3-Digit Presort Cards 3.045 3.022 -0.8% 

Automation 5-Digit Presort Cards 2.375 2.360 -0.6% 

 

 

 


