BEFORE THE
POSTAL RATE COMMISSION
WASHINGTON, D.C. 20268-0001 Mz 3 2 557 0

ey
Of,

POSTAL RATE AND FEE CHANGES Docket No R2000 i

;?F'CFH_rg-[\

MAJOR MAILERS ASSOCIATION’S FIRST SET OF FOLLOW-UP
INTERROGATORIES AND DOCUMENT PRODUCTION REQUESTS
TO USPS WITNESS SHARON DANIEL
Pursuant to Rules 25 and 26 of the Commission's Rules of Practice, Major
Mailers Association herewith submits the following follow-up interrogatories and
document production requests to United States Postal Service witness Sharon Daniel:
MMA/USPS-T28-FU-1-5. If the designated witness is unable to answer any of these

questions, please direct them to the appropriate witness who can provide a complete

response.

Respectfully submitted,

MAJOR MAILERS ASSOCIATION

o PHckest 2 Bt [

Michael W. Hall

34693 Bloomfield Road
Round Hill, Virginia 20141
540-554-8880

Counsel for

Major Mailers Association

Dated: Round Hill, VA
March 3, 2000



Major Mailers Association’s First Set Of
Follow-Up Interrogatories And Document Production Requests
To USPS Witness Sharon Daniel

MMA/USPS-T28-FU-1 Please refer to your response toc MMA/USPS-T28-1.
In that response you note that your study shows that, for certain First-Class
letters, letters weighing two ounces cost significantly more to process than letters
weighing one ounce or less, but that, for Standard Maii (A) letters, letters
weighing two ounces cost about the same to process as letters weighing one
ounce or less.

(a) Does your response mean that if two First-Class single piece letters, exactly

alike in all respects except that one weighs one ounce and the other weighs
two ounces, are mailed at the same time from the same place to the same
destination, the two-ounce letter will cost, on average, 13.1 cents more to
process than the one-ounce letter? If not, please explain what your response
does mean.

(b) Assuming your answer to part (a) is yes, piease explain in detail exactly what

extra handling operations or other cost incurrence factors cause an additional
13.1 cents to be incurred in processing a First-Class single piece letter
weighing two ounces. For each such extra handling operation or other cost
incurrence factor, piease quantify the additional unit cost involved and provide
ail documents which support that analysis.

(c) Does your response mean that if two First-Class presorted letters, exactly

alike in all respects except that one weighs one ounce and the other weighs
two ounces, are mailed at the same time from the same place to the same
destination, the two-ounce letter will cost, on average, 15.1 cents more to
process than the one-ounce letter? If not, please explain what your response
does mean.

(d) Assuming your answer to part (c) is yes, please expiain exactly what extra

handling operations or other cost incurrence factors cause an additional 15.1
cents to be incurred in processing a First-Class presorted letter weighing two
ounces. For each such extra handling operation or other cost incurrence
factor, please quantify the additional unit cost invoived and provide all
documents which support that analysis.

(e) Does your response mean that if two Standard Mail (A) letters, exactly alike in

all respects except that one weighs one ounce and the other weighs two
ounces, are mailed at the same time from the same place to the same
destination, the two-ounce letter will cost, on average, .4 cents more to
process than the one-ounce letter? 'If not, please explain what your response
does mean.




() Assuming your answer to part (€) is yes, please expiain why those same
extra handling operations or other cost incurrence factors which cause First-
Class letters weighing two ounces to cost so much more to process than
letters weighing one ounce have almost no impact on the cost of the second
ounce for Standard Mail (A) letters. For each such extra handling operation
or other cost incurrence factor, please quantify the additional unit cost
involved and provide all documents which support that analysis.

MMA/USPS-T28-FU-2 Please refer to your response to MMA/USPS-T28-2.
In your answer to part (b) of that interrogatory, you state that the costs by ounce
increment and shape for Standard Mail (A) “are not necessarily intended to be an
exact quantification of costs for every individual weight increment.”

(a) Doesn't your testimony give an exact quantification of the average additional
cost to process the second ounce of a Standard Mail (A) letter? See your
answer to MMA/USPS-T28-1(c). If your answer is no, please explain.

(b) Doesn't your testimony give an exact quantification of the average additional
cost to process the second ounce of a First-Class nonpresorted lefter? See
your answer to MMA/USPS-T28-1(b). If your answer is no, please explain.

(c) Doesn't your testimony give an exact quantification of the average additional
cost to process the second ounce of a First-Class presorted letter? See your
answer to MMA/USPS-T28-1(b). If your answer is no, please expiain.

MMA/USPS-T28-FU-3 Please refer to your responses to MMA/USPS-T28-4

and 8(c). In those responses, you discuss the difficulties of isolating the effects

of weight on cost, noting differences in presorting and barcoding by ounce
increment for First-Class and Standard Mail (A).

(a) In your cost studies, did you account for differences in the following factors
that might exist among letters of different ounce increments within the same
subclass category? [f so, how?

(1) local/noniocal mix;

(2) origin/destination pattern;

(3) degree of presortation;

(4) prebarcode vs. no prebarcode;
(5) machinability;

(6) delivery to p.o. box vs. delivery by carrier; and




(7) likelihood of being undeliverable-as-addressed;

(b) In deriving your unit costs by weight increment, did you simply add up all the
costs incurred and divide by the total originating volume? If not, please
explain.

(c) If your answer to part (a) is yes, how do you know that the addifional costs
incurred were caused solely by the weight of additicnal ounces from those

same pieces?

(d) For each ounce weight increment within First-Class nonpresorted letters (up
to 3 ounces), are there differences in cost-causative attributes other than
weight (such as, for example, ability to barcode)? If such differences do exist,
please explain what they are and quantlfy how they impact on the cost of
processing such pieces. :

(e) For each ounce weight increment within First-Class presorted letters (up to 3
ounces), are there differences in cost-causative attributes other than weight
(such as, for example, degree of presorting)? If such differences do exist,
please explain what they are and quantify how they impact on the cost of
processing such pieces.

() For each ounce weight increment within Standard Mail (A) letters (up to 3
ounces), are there differences in cost-causative attributes other than weight
(such as, for example, degree of presorting)? If such differences do exist,
please explain what they are and quantify how they impact on the cost of
processing such pieces.

MMA/USPS-T28-FU-4 Please refer to your response to MMA/USPS-T28-8.
There seems to be some confusion about the reference pages referred to in LR-
[-91 and LR-1-92. Copies of relevant portions of the appropriate pages MMA
intended to refer to are attached.

(a) Do you agree that, according to your study, for First-Class presort letters the
average cost to process each incremental ounce appears to increase
significantly as the weight of a letter increases from 0.5 and 3.5 ounces?
Please note that the unit marginal cost differences are as follows: .5to 1.0
oz: minus $.02; 1.0to 1.5 0z: $.153; 1.5t0 2.0 0z: $.018; 210 2.5 0z: $.23; 2.5
to 3.0 oz; minus $.193; 3.0t0 3.5 0z; $.572; 3.5t0 4.0 0z: $.087.

(b) What causes the phenomenon illustrated by the marginal cost differences
shown in part (a) whereby the first half ounce in each whole ounce increment
costs far more than the second half ounce in each whole ounce increment?
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(c) Do you agree that, according to your study, for Standard Mail (A) Reguiar
letters the average cost to process each incremental ounce appears to be
practically non-existent between 0.5 and 3.5 ounces? Please note that the
unit marginal cost differences are as follows: .5 to 1.0 oz: minus $.006; 1.0 to
1.5 0z: minus $.001; 1.510 2.0 0z: $.027; 2 to 2.5 0z: $.015; 2.5t0 3.0 0z:
$.015; 3.0t0 3.5 0z: $.029; 3.5 to 4.0 oz: $1.024.

(d) Is the relationship shown for Standard Mail (A) Regular letters, whereby the
unit costs are approximately the same for all half-ounce weight increments up
to 3.5 ounces, consistent with the results of previous engineering studies
presented in Docket No. MC95-1 that showed throughput on letter automation
equipment declined as weight increases to 4 ounces? Please explain your
answer.

(e) In answer to MMA/USPS-T28-8(c) you note that transportation costs per
pound are four times higher for First-Class Mail Presort letters than for
Standard Mail (A) Regular letters. Please provide the actual transportation
costs and the sources therefor that formed the basis for your conclusions.

(f) Please confirm the following data from LR-I-91a and LR-|-92areg. If you
cannot confirm, please provide the correct unit cost figures.

Comparison of Unit Costs for First-Class Presort and Std Mail (A) Letters ($)

“First-Class Presort Letters [ Std Mail (A) Reguiar Letters
Unit Cost Unit Cost Unit Cost Unit Cost

Oto1 1to2 0to1 102
Mail Processing 0.044 0.129 0.058 0.055
Delivery Functions 0.035 0.087 0.035 0.038
Total 0.079 0.216 0.093 0.094
Marginaj Increase 0.137 0.0004

(g) As shown in the table in part (f), are the mail processing costs for 1-ounce
letters within First-Class presort 1.5 cents less than for 1-ounce letters within
Standard Mail (A)? If not, please explain.

(h) As shown in the table in part (f), are mail processing costs for 2-cunce letters
within First-Class presort more than twice the mail processing costs for 2-
ounce Standard Mail (A} letters? If not, please explain.

(i} If your answers to parts (g) and (h) are yes, please explain in detail the
specific differences in the processing procedures followed by postal
employees which causes First-Class Presort letters weighing between one
and two ounces to cost more than (1) First-Class Presort letters weighing




under 1 ounce, (2) Standard Mail (A) letters weighing up to 1 ounce, and (3)
Standard Mail (A) letters weighing between 1 and 2 ounces.

(i) As shown on the table in part (f), are delivery costs for 1-ounce letters within
First-Class presort and Standard Mail (A) letters virtually the same? If not,

please explain.

(k) As shown in the table in part (f), are delivery costs for 2-ounce First-Class
presort letters more than twice the delivery costs for 2-ounce Standard Mail

(A) letters? If not, please explain.

() If your answers to parts (j} and (k) are yes, please explain in detail the specific
differences in processing procedures by postal employees which causes
First-Class Presort letters weighing between one and two ounces to cost
more than (1) First-Class Presort letters weighing under 1 ounce, (2)
Standard Mail (A) letters weighing up to 1 ounce, and (3) Standard Mail (A)
letters weighing between 1 and 2 ounces.

MMA/USPS-T28-FU-5 (a) Please indicate whether your study utilized the
Commission-approved cost methodology, which assumes that labor costs vary
100% with volume, or the Postal Service’s proposed cost methodology, which
assumes that labor costs do not vary 100% with volume.

(b) If your study did not utilize the Commission-approved cost methodology,
please provide the study results utilizing the Commission-approved cost

methodology.
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CERTIFICATE OF SERVICE
I hereby certify that I have this day served the foregoing discovery request upon
the United States Postal Service, Ted P. Gerarden, the Designated Officer of the
Commission, and participants who requested service of all discovery documents, in
compliance with Rules 12, 25, and 26 of the Commission’s Rules of Practice And

Procedure.

Dated this 3rd day of March, 2000.
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Michael W. Hall e




