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Derivation Of QBRM Volumes Counted By The Various Methods Available


QBRM can be counted by manual, end-of-run (EOR), BRMAS, special machines, and weighing techniques.  Since these methods exhibit various productivities, it is important to know the volumes counted by each method in order to derive the unit costs for counting.  To accomplish this, I have utilized data from the CBCIS data system supplied by the Postal Service to which I have made some adjustments based on reasonable assumptions regarding the manner in which postal clerks count mail.


In order to estimate the volumes for the entire QBRM universe, I divided QBRM accounts into high and low, depending upon the number of pieces returned.  The following steps describe how I was able to accomplish this.

1. QBRM Volumes By Counting Method For 74 Of The Top 77 Offices

USPS witness Campbell provided the percentage of QBRM pieces that were counted by each of the five methods for 74 of the top 77 offices.  For each account he indicated the percentage of QBRM applicable to all of the pieces counted within that office.  During oral cross-examination he indicated that, at least for the most current data he had recently retrieved, the method of counting for the particular account was not the same as the percentages shown for the office as a whole, but would be one of the non-manual methods that he had specified.  Therefore, where he so indicated, I have assumed that 100% of the pieces were counted using the method that Mr. Campbell suggested was appropriate.

For the older data, collected in 1996, there was a similar problem.  The percentages shown were applicable to all QBRM counted by an office, and not necessarily for the large account shown.  Because high volume accounts would tend to exhibit different counting methods from low volume accounts, I have made a similar adjustment to the 1996 data.  I therefore constrained the manual counting percentage to be zero in those offices that exhibited more than one counting method and re-allocated that volume to the other methods utilized by the office in the same relative amounts.  

The analysis that performs these adjustments is shown on pages 2 and 3 of Exhibit KE-1D.

2. Compute Volumes From Percentages

The next step is to convert the percentages to volumes.  This is shown separately for the 1996 and 2000 data on pages 5 and 6 of Exhibit KE-1D.  In addition, I received separate data for one very large account and for Brooklyn Union Gas, neither of which are part of the CBCIS data system.  The very large account’s information is shown on page 7 of that same exhibit.  All of the volumes are added together, as shown on page 4, and summarized on page 1.

3. Estimate The High Volume Universe

As proposed, the breakeven volume in order to take advantage of the high-volume per-piece fee is 300,000 per year.  Accordingly, I have estimated that 300 separate accounts could potentially switch to the new fee category.  The total volume from these high volume accounts is estimated to be 345 million pieces.  This information is obtained from the CBCIS data provided by the Postal Service and reported in KE-LR-1.  As shown, there are three sources of QBRM volumes: 1-ounce letters, 2-ounce letters and cards.  Page 1 of KE-LR-1 summarizes this information for accounts that potentially receive at least 300,000 QBRM pieces.

4. Estimate the Volumes by Counting Method For High Volume Recipients

The 74 offices for which I have the volumes by counting method represent 241 million pieces out of the 345 million that comprise the high-volume universe.  However, within my sample there were two very large accounts that may not be representative of any other account.  Therefore, I re-computed the percentages by counting method for the sample, excluding the input from those two accounts.  This reduced the total volume in my sample to 146 million and is shown on page 1 of Exhibit KE-1D.

The volumes by counting method for the remaining 104 million pieces were estimated by applying the recomputed percentages from my new sample. The entire high-volume QBRM market can then be derived by adding up the volumes from the initial sample, plus the remaining 104 million pieces. This part of the analysis is shown on page 4 of Exhibit KE-1B.  

5. Estimate The Volumes by Counting Method For Low Volume Recipients

Focusing on small volume accounts, I estimated that the percentages by counting method derived for the higher volumes would be applicable so long as the volume received was 100,000 piece or more.  This implied an average of about 400 pieces received per day, which is near the breakpoint above which hand counting is no longer efficient.  Thus, I assumed that the percentages by counting method derived for my high volume sample would also be applicable to accounts receiving at least 100,000 pieces per year.  As shown on page 2 of Library Reference KE-LR-1, over 700 accounts, representing 415 million pieces would qualify.  Subtracting out the high-volume QBRM recipients resulted in a total of 70 million.  The volumes by counting method for these 70 million pieces were computed using the same percentages for the high volume recipients, as shown on page 5 of Exhibit KE-1B.  Since the Postal Service estimates that total QBRM volumes will reach 461 million pieces in the test year, the remaining QBRM volumes can be computed.   Thus, the low volume QBRM market consists of the 70 million pieces received in quantities of between 100,000 and 300,000 per year, and the remaining 46 million pieces.  For the latter, I have assumed that 100% of the QBRM pieces are counted by hand.  This analysis is provided on page 5 of Exhibit 1B.

6. Summary Of Volumes By Counting Method For All QBRM

The volumes by counting method for all QBRM are derived simply by adding the volumes for the low and high volume accounts.  This is shown on page 6 of Exhibit 1B.
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