RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS DANIEL TO

PRESIDING OFFICER’S INFORMATION REQUEST NO. 6


4.  This question relates to USPS LR-I-95.

a.   Refer to the sheet named “Delivery Volumes,” and consider the sheet as composed of blocks A through I.  Blocks A-D are across the top, block E in the middle, and blocks F-I across the bottom.  The implicit box volumes (Block D) could have been developed on a cell-by-cell basis by subtracting blocks A and B from block C.  Instead, the totals in block D were developed by subtracting the totals in blocks A and B from the totals in block C, and then in a second step, the totals in block D were distributed to shape based on the shape distribution of block C.  Please explain the rationale and assumptions involved in developing the shape distribution of the box volume in this way.

b. Refer to lines 12 and 13 of the sheet named “ecr splits.”  The unadjusted unit cost of WSS letters is 53 cents per piece and of WSS flats is 23 cents per piece.  Without explanation, the relationship of these costs was apparently rejected and, after adjustment, these two costs were taken to be equal at 32 cents per piece.  Please explain the rationale for this adjustment.  Were any adjustment procedures considered that might have resulted in flats costing more than letters?

RESPONSE:

a. As explained on page 23 lines 10-19 of USPS-T-28, using City Carrier Cost System (CCS) volumes can overstate true volume of DMM-defined letters delivered by city carriers because the volumes by shape recorded in the CCS can be based on where mail is physically cased instead of its DMM shape.  For instance, deriving P.O. Box volumes (Block D) in the manner described in the question, produces the following results:


Implicit PO Box Volume 





Letters
Flats
Parcels
Total PO Box

First-Class Single Piece
        17,287,104 
       1,882,469 
        286,894 
19,456,468 

First-Class Presort
           4,999,749 
           112,268 
           (2,008)
  5,110,009 

Standard (A) ECR
         (1,868,411)
       4,673,260 
          13,315 
  2,818,165 

Standard (A) Regular 
           2,815,119 
       2,519,508 
306,831
    5,641,458 

Standard (A) NPECR
              705,533 
     334,076 
    1,552 
1,041,160 

Standard (A) Nonprofit
           2,010,760 
           249,050 
  19,025 
2,278,835 

The bolded negative numbers illustrate the problem with calculating block D in the manner described above.  Also, the purpose of this exercise is to estimate the DMM-defined shapes delivered by city carriers.  An estimate of the shapes delivered to P.O. Boxes is an assumption that is made because without this, there would be two equations and two unknowns.  Using an assumed shape-distribution of P.O. Box volume, it is possible to impute the distribution of DMM-defined shape delivered by city carriers.   A reasonable assumption is that mail delivered to P.O. Boxes has the same distribution of shape as total mail.  The distribution implied by calculating Block D in the manner described in the question versus RPW distribution is nearly the same in all cases except for Standard Mail (A) ECR. 

Implicit PO Box Distribution versus RPW Distribution 

Letters
Flats
Parcels

First-Class Single Piece
1%
-1%
-1%

First-Class Presort
1%
-1%
0%

Standard (A) ECR
105%
-105%
0%

Standard (A) Regular 
11%
-7%
-3%

Standard (A) NPECR
0%
0%
0%

Standard (A) Nonprofit
-4%
5%
0%

b.
The justification for this procedure is described on page 22 lines 19-24 of USPS-T-28.  This adjustment is intended to address situations where a bundle is carried directly to the street.  Flat-shaped WSS bundles are more likely to be carried directly to the street without first being cased.  Therefore, the in-office costs of WSS flat-shaped pieces captured by IOCS are suppressed, even though letters are actually less expensive to handle in the office, all else equal.  Other than a qualitative acknowledgement in testimony that flats costs more than letters, no other quantitative adjustment procedure was considered.

