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Proposal One:  Update and Improve the Calculation of Attributable Special 
 Purpose Route Carrier Costs. 

Objective: 

The objective of this proposal is to update and improve the methodology for 

calculating attributable Special Purpose Route (SPR) city carrier costs. This is 

accomplished through a new study of SPR costs that relies upon operational carrier 

data and reflects the current structure of SPR activities. 

Background 

SPR carriers deliver packages to addresses across a designated geographic 

area and collect mail from specified collection points. To accomplish these assignments, 

SPR carriers must perform some or all of a number of different activities:  organize their 

mail in the office, load their vehicles, drive to the first delivery or collection spot, drive 

between delivery and collection spots, effect delivery or collection while out of the office, 

return to the office from the last delivery or collection spot, and unload their vehicles. 

These activities take place within three operations, regular Monday through Saturday 

delivery, Sunday delivery, and collection.  The mix of activities performed depends upon 

the operation. 

The existing SPR attributable cost model is based upon a study presented in 

Docket Number R97-1.  There have been substantial changes in the activities 

performed by SPR carriers since then, providing motivation for an update and 

refinement of that study.  First, SPR carrier activities have been influenced by the 

growth in the Postal Service’s package volume.  As package volume has grown, the 
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focus on SPR activities has shifted toward delivery and away from collection.  Also, the 

growth in package volume has intensified the implications of the seasonal peak in 

package delivery, to the point that it is now essential that seasonality be examined and 

accounted for in an SPR cost analysis. 

The development of Sunday package delivery has also shifted SPR activities 

toward delivery and has created the need for a new cost pool, which did not exist when 

the old SPR cost model was constructed.   In addition, the creation of a new carrier craft 

with materially different wages, City Carrier Associates, means that it is not sufficient to 

just allocate SPR cost pool hours to individual products.  With differential wage rates, it 

is important to also identify which type of carrier hours are included in each cost pool, so 

the right amount of dollars are attributed to products. 

As a result of these changes, the Postal Service has collected recent data and 

constructed a new SPR costing model that reflects current SPR activities and cost 

drivers.  The new data and model are used to estimate new SPR cost pools and 

variabilities. 

Proposal 

The proposal is summarized below, but a full discussion of the research 

supporting the proposal is provided in a report by Professor Michael Bradley, 

electronically attached to this Petition as a separate pdf file.   Also provided separately, 

in USPS-RM2019-6/1, are complete data sets, all econometric results, and all 

necessary documentation.   Further materials providing additional detail on data set 
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creation and on competitive products, as well as the non-public version of Professor 

Bradley’s report, are provided under seal in USPS-RM2019-6/NP1. 

The new study improves the analysis of SPR costs in a number of ways.  First, 

the new study is based upon ongoing consultations with Postal Service carrier 

operations experts to ensure that its structure reflects current operational practice and 

management.  Second, it makes use of ongoing operational databases, greatly 

expanding the scope of the analysis.  Rather than being limited to a small sample of 

SPR routes as was used in the previous study, the new study includes data from all 

SPR locations in the country.  Third, the new study explicitly accounts for the December 

peak in package volumes in determining product costs and allows for other seasonal 

variation throughout the year.  Fourth, the study incorporates the differences in wages 

for different types of SPR carriers when forming cost pools and, finally, for the first time, 

the new study explicitly models Sunday package delivery costs based upon the actual 

packages delivered. 

Separate variability models are estimated for regular (Monday through Saturday) 

delivery, Sunday delivery, and collection.  The dependent variables in these regressions 

are the total hours involved in the activity, including actions like loading the vehicle or 

driving to the first delivery or collection point. To the extent these associated times are 

caused by volume, they should be included in the variability calculation.  By including 

them in the dependent variable, any connection to volume will be incorporated into the 

estimated variability. 

The explanatory variables include the cost drivers, like delivered or collected 

volumes, and characteristic variables that control for non-volume variations in hours.  A 
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number of different functional forms are estimated, and a variety of different 

econometric techniques are investigated.  The delivery models explicitly account for the 

seasonal peak in package volumes by separately estimating variability models for that 

period. 

Separate cost pools are calculated for regular delivery, Sunday delivery, and 

collection. Each cost pool is based upon the hours required to complete the included 

activities and the wages associated with the types of carrier incurring the hours.  Table 

1 presents the proposed new cost pools and variabilities, based on FY 2018 SPR costs.  

Table 1 

New SPR Cost Pools and Variabilities 

Cost Pool Cost Variability 
Volume 

Variable Cost 

Regular Delivery $434,284,329 67.1% $291,588,152 

Sunday Delivery $173,261,266 91.8% $159,071,694 

Collection $207,628,130 24.2% $50,246,007 

Total $815,173,725 61.4% $500,905,853 

The overall variability produced by the new study is higher than the overall 

variability produced by the existing methodology.  This increase is a result of a higher 

regular delivery variability offsetting a slightly lower collection variability and the 

estimation of an actual Sunday variability in place of the assumption of 100 percent 

variability.  In FY 2017, the SPR variability was 46 percent.  The variability rose in FY 

2018, as the inclusion of Sunday costs increased the SPR variability to 56.3 percent. 
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Impact 

Table 2 presents the current SPR unit costs, including indirect costs, along with 

the SPR unit costs under the new study and the associated changes in costs. There are 

two primary cost shifts.  The first is a shift from letter and flat shaped mail to packages 

and the second is a shift from market dominant products to competitive products. 

 These shifts occur for a number of reasons. First, the updated data that underlie 

the new study capture the shift in SPR activities from collection to delivery that has 

taken place as package volumes have increased.  SPR delivery is a package-related 

cost, whereas collection includes both letters and flats. The activity shift toward delivery 

also underlies the cost shift from market dominant to competitive products.  SPR 

delivery generally involves handling competitive mail, whereas collection is centered on 

market dominant mail.  Reinforcing this shift is the fact that the new study uses SPR 

products, instead of letter route products, to distribute office costs to products.  Because 

the SPR delivery distribution key is almost entirely made up of competitive packages, 

but the letter route distribution key is mostly market dominant letters and flats, this 

correction shifts costs from market dominant letters and flats to competitive packages. 

Higher package costs are also a reflection of the study’s explicit analysis of peak 

season delivery costs leading to a higher level of delivery cost attribution.  The higher 

peak variability contributed to increasing both the regular and Sunday delivery volume 

variable costs.  Finally, the new unit costs reflect the results of the explicit analysis of 

Sunday delivery costs. 
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Also attached to this Petition electronically is an Excel spreadsheet providing further 

details on the impact information displayed in Table 2. 

Product

Current Unit 

SPR Costs

New Unit SPR 

Costs

Change in SPR 

Cost

% Change in 

SPR Cost

Total First-Class Mail $0.0020 $0.0012 -$0.0008 -41.3%

Total USPS Marketing Mail $0.0004 $0.0000 -$0.0004 -90.7%

Total Periodicals $0.0011 $0.0002 -$0.0009 -80.3%

Bound Printed Matter Flats $0.0021 $0.0017 -$0.0004 -20.1%

Bound Printed Matter Parcels $0.0343 $0.0586 $0.0244 71.1%

Media/Library Mail $0.0482 $0.0808 $0.0326 67.8%

Total Package Services $0.0226 $0.0377 $0.0151 66.7%

Total Domestic Market Dominant Mail $0.0012 $0.0007 -$0.0005 -41.2%

Total Competitive Mail and Services $0.0818 $0.1046 $0.0228 27.8%

Table 2

Unit SPR Costs Including Indirect Costs


