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(Issued July 12, 2019) 
 
 

To clarify the Postal Service’s petition to consider proposed changes in analytical 

principles, filed June 21, 2019, the Postal Service is requested to provide written 

responses to the following questions.1  Answers to each question should be provided as 

soon as they are developed, but no later than July 19, 2019. 

1. In the Proposed Study, the Postal Service states that the unit of observation for a 

Special Purpose Route (SPR) cost analysis “should be at the level at which SPR 

carriers are managed and deployed.”  Proposed Study at 8.  The Postal Service 

suggests that finance number/day should be the unit of observation because “the 

finance number is the organizational unit in which volumes are assigned for 

delivery and SPR carrier assignments are determined” and “SPR volumes and 

responsibilities can change on a daily basis.”  Id. at 8-9.  Please confirm that the 

Postal Service has not considered or tested any alternative unit of observation.  If 

not confirmed, please list the alternative units of observation that the Postal 

Service considered or tested and explain, for each of them, why it was rejected. 

                                            

1 Petition of the United States Postal Service for the Initiation of a Proceeding to Consider 
Proposed Changes in Analytical Principles (Proposal One), June 21, 2019 (Petition).  Several materials 
were filed on June 21, 2019, in support of the Petition.  Library Reference USPS-RM2019-6/1, June 21, 
2019; Library Reference USPS-RM2019-6/NP1, June 21, 2019; Michael D. Bradley, Department of 
Economics, The George Washington University, “A New Study of Special Purpose Route Carrier Costs,” 
June 21, 2019 (Proposed Study). 
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2. In the Proposed Study, the Postal Service states that the Collection Point 

Management System (CPMS) “does not provide collected volume on a regular 

basis.”  Id. at 16.  However, the CPMS includes a study with records on the 

amount of mail that carriers collected at each street letter box on four Saturdays 

and two weeks in September 2017 (2017 Collection Study).  Id.  Please indicate 

whether the Postal Service has tested how representative the collection mail 

volumes recorded in the 2017 Collection Study were of the overall mail volumes 

collected during the year.  If applicable, please describe the methods the Postal 

Service used to test the recorded data and provide the detailed results of such 

testing. 

3. In the Proposed Study, the Postal Service states that “[a]fter due consideration, 

[as] a reasonable balance between data needs and resource consumption[,]” it 

extracted “one week’s worth of data” for four months “spread evenly throughout 

the year.”  Id. at 24.  Specifically, the extracted data was “for the third week (for 

which there were no holidays in any of the months) of June, September, and 

December 2017 and March 2018.”  Id. 

a. Please indicate all factors, other than those mentioned above, that the 

Postal Service considered when selecting the specific weeks, months, and 

years for the Proposed Study. 

b. Please indicate whether the decision to select the specific dates for which 

the Postal Service extracted the data was supported by any formal 

data/econometric analysis.  If applicable, please provide the details of 

such analysis, including methods used and the results. 
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4. In the Proposed Study, the Postal Service describes the differences between 

regular and small locations in terms of mail volume, Labor Distribution Code 

(LDC) 23 hours, and proportions of hours by LDC.  Id. at 29-32. 

a. Please confirm that the Postal Service assessed these differences using 

data for March 2018 only.  If confirmed, please explain the reasons for 

choosing data for one single month. 

b. If not confirmed, please provide the results for any other months in which 

a comparison was done. 

5. In the Proposed Study, discussing Sunday delivery models, the Postal Service 

describes the impact of peak periods on Sunday volumes and delivery activities 

and concludes that the differences “support estimating separate variabilities by 

month even though there is only one Sunday’s worth of data in each month.”  Id. 

at 67-68.  Taking into account that “there is only one Sunday’s worth of data in 

each month,” please indicate whether the Postal Service considered any 

alternative estimation of a combined regression equation for the three non-peak 

months (June and September of 2017 and March of 2018), and a separate 

regression equation for the peak month (December of 2017).  Id. 

a. If the Postal Service considered or performed such estimation, please 

explain why it was rejected and provide all available documentation, 

including SAS program and regression results. 

b. If the Postal Service did not consider such estimation, please explain why. 
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6. In the Proposed Study, the Postal Service discusses heteroscedasticity issues 

and applies heteroscedasticity correction approaches.2  Table 1 presents the 

results of White’s and Breusch-Pagan tests for heteroscedasticity derived from 

Library Reference USPS-RM2019-6/1. 

Table 1 
White’s and Breusch-Pagan Tests for Heteroscedasticity* 

Location Test Type March June September December 

 
Regular 

White’s Not rejected Rejected Rejected Rejected 

Breusch-Pagan Not rejected Not Rejected Not Rejected Rejected 

 
Small 

White’s Rejected Rejected Not rejected Not Rejected 

Breusch-Pagan Rejected Not Rejected Rejected Rejected 
* Null hypothesis = homoscedastic errors, 0.05 significance level. 
Source:  Library Reference USPS-RM2019-6/1, folders “Public Folder,” “Directory 2 Regular Delivery Programs and Results,” 
“Heteroscedasticity Results.” 

 

a. Please confirm that the conclusions provided in Table 3 regarding the null 

hypothesis about homoscedastic errors are correct at a significance level 

of 0.05.3  If not confirmed, please provide a corrected table. 

b. If confirmed, describe the criteria used to make the decision to correct for 

heteroscedasticity given the two tests produced conflicting results 

regarding the hypothesis of homoscedastic errors for June and September 

(both location types) and for December (small locations).  If only one test 

was used, please clarify which test (White’s or Breusch-Pagan) the Postal 

Service relied on and explain why. 

                                            

2 The Postal Service states “[h]eteroscedasticity is a condition in which the variance of the error 
terms in a regression is non-constant across observations” and it affects the standard errors, therefore 
“influencing inferences drawn from the regression.”  Id. at 42-45. 

3 When null hypothesis is rejected, it means that there is heteroscedasticity; when null hypothesis 
is not rejected, there is no heteroscedasticity. 
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7. Under the current methodology, “[c]ensus workhour data from [the Time and 

Attendance Collection System (TACS)] are used to adjust the [In-Office Cost 

System (IOCS)] tally cost weights between letter routes and Special Purpose 

Route[s] (SPR).”4  Currently, the route group adjustment factors for SPR are 

generally calculated by office cost ascertainment group (CAG) and city carrier 

craft group (full-time, other-part-time).5  The Postal Service states that “[t]he new 

study improves the analysis of SPR costs” because it “incorporates the 

differences in wages for different types of SPR carriers when forming cost pools.”  

Petition, Proposal One at 3. 

a. Please explain how the proposed methodology would affect the current 

cost pool methodology, which was approved in Docket No. RM2017-9, for 

both the letter and SPR city carrier craft and CAG-group cost pools.6 

b. If the proposed methodology affects SPR cost distribution by office CAG 

and city carrier craft group, please revise Table 2 and Table 3 below and 

provide all IOCS-related programming and data changes.  If Proposal One 

would not have any impact on the SPR costs distribution, please explain 

why. 

  

                                            

4 See Docket No. ACR2018, Library Reference USPS-FY18-37, December 28, 2018, PDF file 
“usps-fy18-37.preface.pdf.” 

5 Under the current methodology, generally, the fiscal year quarterly IOCS-estimated city carrier 
SPR and letter route cost pools by city carrier craft group (full-time and other-part-time) and office CAG-
group are scaled to the TACS derived city carrier SPR and letter route cost pools by city carrier craft and 
office CAG-groups.  See Docket No. RM2017-9, Library Reference PRC-LR-RM2017-9/1, February 6, 
2018, Excel file “newchir.2.q.12.cags.attach elim zero cellsprc_rm2017-9.xlsx,” tab 
“AdjustmentFactorCAGCostPool,” column J. 

6 See Docket No. RM2017-9, Order on Analytical Principles Used in Periodic Reporting (Proposal 
Five), February 6, 2018 (Order No. 4399). 
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Table 2 
FY 2018 IOCS-Estimated SPR Costs by City Carrier Type, Full-Time (FT) and Part-
Time (PT) and Office CAG Group, Monday-Saturday SPR Costs ($ in Thousands) 

Office CAG 
Group 

FY 2018 Total 

SPR Costs ($ in Thousands) 

City Carrier Type 

Total for 
Offices in 

CAG Group 

FT PT  

A $216,753 $48,400 $265,153 

B $91,447 $39,961 $131,409 

C $101,781 $38,993 $140,774 

D $41,508 $18,682 $60,191 

E $40,698 $18,772 $59,470 

F $13,512 $7,541 $21,053 

G $3,325 $2,944 $6,269 

H $0.113 $0.379 $0.492 

Total $509,137 $175,672 $684,809 
Source:  Commission generated IOCS-adjusted estimates based on the current 
methodology for Monday through Saturday (includes collection route) city carrier 
SPR costs.  Library Reference USPS-FY18-37, folder “Data.” SAS data 
“prcpub18.sas7bdat.” 
Note:  Row totals may not sum to column totals due to rounding. 

 

Table 3 
FY 2018 IOCS-Estimated Quarterly (QTR) SPR Costs by City Carrier Type and 

Office CAG Group, Monday-Saturday SPR Costs ($ in Thousands) 

Office 
CAG 
Group 

QTR 1 QTR 2 QTR 3 QTR4 

City Carrier Type SPR Costs ($ in Thousands) 

FT PT FT PT FT PT FT PT 

A $61,836 $14,928 $52,060 $12,017 $51,454 $10,719 $51,403 $10,736 

B $31,516 $14,175 $20,062 $9,670 $19,891 $8,118 $19,977 $7,999 

C $39,537 $16,182 $21,274 $8,884 $20,190 $6,977 $20,779 $6,949 

D $16,498 $7,827 $8,432 $4,216 $8,024 $3,323 $8,554 $3,316 

E $16,869 $8,346 $7,994 $4,068 $7,769 $3,193 $8,066 $3,166 

F $5,677 $3,535 $2,731 $1,550 $2,556 $1,229 $2,547 $1,227 

G $1,356 $1,243 $0.750 $0.651 $0.611 $0.524 $0.607 $0.526 

H - $0.151 - $0.076 $0.060 $0.071 $0.053 $0.080 

 
Total $173,291 $66,386 $113,303 $41,133 $110,556 $34,155 $111,987 $33,998 

- No estimate. 
Source:  Commission generated IOCS-adjusted estimates based on the current methodology for Monday through Saturday 
(includes collection route) city carrier SPR costs.  Library Reference USPS-FY18-37, folder “Data,” SAS data 
“prcpub18.sas7bdat.” 
Note:  Row totals may not sum to column totals due to rounding. 
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8. The National Payroll Hours Summary Report shows that the FY 2018 year-to-

date (YTD) hourly rates are $47.21 for full-time city carriers and $22.53 for city 

carrier associates/assistants (CCAs).7  However, the Postal Services uses the 

same “Hours-Weighted” hourly wage of $37.65 for both full-time city carriers and 

CCAs who work LDC 238 workhours to calculate total costs for LDC 23.9  As a 

result, the proposed methodology produces a much higher total Monday through 

Saturday SPR cost pool for the CCA craft group and a much lower cost pool for 

the full-time carrier craft group compared to these cost pools calculated using the 

YTD craft specific hourly rate from the National Payroll Hours Summary Report.  

Please explain the reasons for such difference and specify how the use of an 

“hours-weighted wage” is an improvement over the current methodology. 

 
By the Chairman. 

 
 
 
Robert G. Taub 

                                            

7 USPS National Payroll Hours Summary Report, Periodic Reports/Data Reports, October 11, 
2018, Excel file “NationalPayrollSummary_PP20_2018.xlsx.”  See Line Number ID 43 (Total Cost), 
Column C, for Reference Number (Column A) 710 (Full-Time City Delivery Carrier) and Reference 
Number 736 (City Carrier Assistant): Column L contains the YTD hourly rates for the city delivery carrier 
types. 

8 LDC 23 captures work hours used for SPR operations Monday through Saturday.  Proposed 
Study at 6. 

9 See Library Reference USPS-RM2019-6/1, folders “Public Folder,” “Directory 5 Cost Pool 
Formation Programs and Results,” Excel file “Calculating Costs Pools.FY2018 Hours and Wages.xlsx,” 
tab “Cost Pool Hours,” column F. 


