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Proposal One: Update and Improve the Calculation of Attributable City 
   Carrier Letter Route Street Time Costs. 
 

 

Objective:  

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

calculating attributable city carrier, letter route, street time costs.  This is accomplished 

through a new study of city carrier street time costs that relies upon expanded 

operational carrier data and employs an overall top-down model as requested by the 

Commission in Docket No. RM2015-7.     

 

Background 

 In Docket No. RM2015-7, the Postal Service proposed, and the Commission 

accepted, an approach to estimating variabilities for city carrier street time that relied 

upon three separate econometric equations, one for letters and flats, one for in-

receptacle parcels, and one for deviation parcels and accountables.1  Although the 

Commission accepted the Postal Service’s proposal, it indicated that the Postal Service 

should undertake an effort to investigate what data would be needed to estimate a 

unified or “top-down” model:2 

The Commission concludes that the UPS approach holds the 

potential to remedy many of the measurement problems that 

arise from the use of separate models for parcel delivery. 

However, available data are not sufficient to develop reliable 

estimates of variability using this approach. To improve the 

 
1 See, Order No. 2792, Order Approving Analytical Principles Used in Periodic Reporting 
(Proposal Thirteen), Docket No. RM2015-7 October 29, 2015 at 66. 
 
2 See, Order No. 2792, Order Approving Analytical Principles Used in Periodic Reporting 
(Proposal Thirteen), Docket No. RM2015-7 October 29, 2015 at 65. 
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quality, accuracy, and completeness of the data used to 

attribute city carrier street time costs, the Commission directs 

the Postal Service to collect the information needed to 

determine whether a single model could produce improved 

estimates of variability.   

 Subsequent to Docket RM2015-7, the Commission opened a public inquiry case, 

Docket No, PI2017-1, to follow the Postal Service’s progress in updating its data 

capabilities and modeling efforts for city carrier street time.  As part of that docket, the 

Commission specified the type and structure of the data set that would be appropriate to 

estimate a top-down model:3 

[T]he Commission directs the Postal Service to provide an 

expanded dataset of city carrier delivery data.  The dataset 

shall include data for each of the 12 consecutive calendar 

months, for 1 randomly drawn regular workweek from the 

expanded set of ZIP-Code-days served by regular city 

carriers. 

In response to the Commission’s directives, the Postal Service investigated the 

data requirements for estimating a top-down model, explored the feasibility of obtaining 

the required data from its carrier operational data systems, extracted the required data 

from its systems, developed an algorithm to merge the data from the different systems 

into a unified database, and launched a special field study to obtain the necessary 

collection volumes.  Once the data set was assembled, the Postal Service carefully 

investigated alternative methods of estimating a top-down model, and specified a model 

that accounts for the very large differences between the volumes of accountables and 

the volumes of other types of mail, mitigates the impact of multicollinearity, incorporates 

 
3 See. Order No. 4869, Interim Order, Docket No. PI2017-1 November 2, 2018 at 16. 
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the effects of seasonality, and accounts for non-volume-related differences in street 

hours across ZIP Codes.   

In addition, the estimation of new variabilities for city carrier, letter route, street 

time is appropriate because of the volume shifts that have taken place since 2015, 

when the current variabilities were established.  Overall, volume has declined 

substantially while the network of city carrier delivery points has grown slowly.  The 

volume decline was caused by sharp reductions in letter and flat volume that were only 

partially offset by increases in parcel volumes.  These changes are sufficiently large to 

suggest that a change in street time variabilities may have occurred, and that an 

investigation into those possible changes is appropriate. 

 

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-RM2022-3-1, are all econometric results, and all associated documentation.   

The raw data, analysis data sets, and evaluation of the impact of the new variabilities 

are provided under seal in USPS-RM2022-3-NP1. 

The new top-down study improves the previous analysis of letter route street time 

in a number of ways.  First, it makes use of ongoing operational data systems, greatly 

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

letter routes from a single month as was used in the previous study, the new study 

includes data from a large number of ZIP Codes across all months of the year.  The 
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larger data set helps reduce the impact of multicollinearity when estimating a top-down 

model with additional right-hand-side variables.  Second, because the data cover a full 

year, the new model explicitly incorporates seasonality effects and, for the first time, 

controls for day-of-week effects.   

Third, the top-down model includes new characteristic variables that help control 

for non-volume variations in hours across ZIP Codes and, fourth, it relies upon a new 

econometric technique, called a correlated random effects model, that controls for 

unobserved differences across ZIP codes while explicitly recognizing those differences 

are correlated with volume.  Fifth the top-down model takes a holistic approach to 

analyzing city carrier street time, so no assumptions about the interactions among 

different types of activities (like letter delivery and parcel delivery) are required, and 

there is no longer a requirement to separately estimate the sizes of different street 

activity cost pools.  Finally, the top-down model produces marginal delivery and 

collection times that comport with current carrier street time operational practice. 

The variabilities from the top-down model, by volume type, are compared with 

restated Docket No. RM2015-7 variabilities in Table 1.  The RM2015-7 variabilities have 

to be restated, for two reasons.  First, they apply to smaller individual cost pools, 

whereas the top-down variabilities apply to total street time.  For example, the current 

deviation parcel / accountable variability of 51.9 percent would seemingly be larger than 

the top-down deviation parcel / accountable variability of 7.3 percent.  But such an 

inference would be erroneous because it does not account for the fact that the 51.9 

percent variability is multiplied by a FY 2021 cost pool of $979 million, whereas the 7.3 

percent variability is multiplied by a FY 2021 cost pool of $12.9 billion.  The former 
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variability leads to volume variable letter route street time costs for deviation parcels / 

accountables of $508 million, but the latter variability leads to $943 million volume 

variable letter route street time cost for that cost pool.  So, the top-down variability is 

actually larger, in terms of producing volume variable costs, than the RM2015-7 

variability. 

 Second, because the top-down variabilities are directly applied to total street 

time, there no longer is a separate cost pool for street support.  In the current city carrier 

structure, street support “borrows” the overall variability from the non-street-support cost 

pools, like DPS delivery or parcel/accountable delivery. This additional channel of 

influence causes the overall amount of volume variable cost caused by each direct 

variability to be larger than just its direct effect on its relevant cost pool. To provide an 

accurate comparison with the top-down variabilities, each of the current estimated city 

carrier street time variabilities must be increased to account for its creation of volume 

variable street support. 

Table 1: Comparing Variabilities 

Volume Type 

Restated 

Current  

Top-

Down 

DPS 14.10% 7.74% 

Cased Mail  6.21% 1.37% 

Sequenced  1.82% 1.21% 

FSS 1.07% 0.63% 

Collections from Customer Receptacles  3.50% 1.23% 

In-Receptacle Parcels  3.30% 2.98% 

Deviation Parcels/Accountables 4.30% 7.28% 

Source Restated Current Variabilities .xlsx 
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 A comparison of the two sets of variabilities shows three primary patterns.  First, 

the overall level of variability produced by the top-down model is lower, reflecting the 

more recent lower volume levels.  Second, the overall variability decline is caused by a 

reduction in the variabilities for the volume types associated with market dominant letter 

and flat mail, and third, that volume variability decline is offset, in part, by a net increase 

in the parcel variabilities.  The overall changes in the variabilities result in lower costs for 

letters and flats and higher costs for parcels. 

 When volume falls across the Postal Service’s city carrier delivery network and 

the size of the network increases (the number of city carrier delivery points increased by 

2.4 million between 2015 and 2020), there is necessarily a shift away from volume-

related costs toward network-related costs.  This shift leads to a lower proportion of 

volume variable costs. 

 Over the 2015 to 2020 period, the Postal Service lost 10.2 billion pieces of First-

Class Mail, 15.9 billion pieces of Marketing Mail, and a total of 28.1 billion pieces of 

market dominant mail.  Over the same period, it gained 3.2 billion pieces of competitive 

mail.  Market dominant mail is overwhelmingly letter and flat mail, and competitive mail 

is overwhelmingly parcel mail, so the above measures of volume declines are 

reasonable order of magnitude indicators for declines in letter and flat mail volumes and 

the increase in parcel volume.  Those indicators demonstrate a large decline in letter 

and flat volumes, which is only partially offset by an increase in parcel volumes.  Such a 

volume pattern should be associated with an overall decline in volume variable cost with 

a larger percentage decline in market dominant volume variable costs offset, in part, by 
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an increase in parcel volume variable costs.  This is exactly the pattern revealed by 

estimation of the top-down model. 

 

Impact 

 Table 2 presents the current city carrier street time unit costs, including indirect 

costs, along with the corresponding unit costs based upon the new, top-down, model. 

Reflecting the change in variabilities discussed above, the unit costs for market 

dominant products fall while the unit costs for competitive products rise.  This reflects 

the relative volume trends for the two types of products. 
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Table 2 

City Carrier Costs Including Indirect Costs 

Product 

Current 

Unit City 

Carrier 

Costs 

New Unit 

City 

Carrier 

Costs 

Change in 

City Carrier 

Cost 

% Change 

in City 

Carrier 

Cost 

Total First-Class Mail $0.063 $0.041 -$0.022 -34.98% 

Total USPS Marketing 

Mail 
$0.063 $0.043 -$0.020 -32.28% 

Total Periodicals $0.145 $0.113 -$0.033 -22.58% 

Bound Printed Matter 

Flats 
$0.216 $0.173 -$0.043 -19.90% 

Bound Printed Matter 

Parcels 
$0.365 $0.452 $0.088 24.02% 

Media/Library Mail $0.421 $0.506 $0.085 20.07% 

Total Package Services $0.324 $0.365 $0.041 12.74% 

Total Domestic Market 

Dominant Mail 
$0.067 $0.046 -$0.021 -31.63% 

Total Competitive Mail 

and Services 
$0.453 $0.528 $0.075 16.54% 

Source: FY21 Proposal One Cost Impact xlsx, Tab Unit Costs 

 

 


