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[apart, for example, from other factors such as improved RCR technology] affect the cost avoidances measured. The only legitimate way one can draw an inference about the change in true cost avoidance between R97-1 and R2000-1 is to isolate those factors that might be changing the true cost avoidance and separate them from the change in costing methodology, which by itself is influencing the cost avoidances measured.

There are two methodologically consistent ways to provide the correct input for First Class rate witness Fronk in this case. First, the R2000-1 cost methodology can be applied to the R97-1 test year data. This is done in Workpaper 2 (WP.2), and the results are summarized in the “consistent methodology” comparisons by workshared rate category in Figure 4. Second, the R97-1 cost methodology can be applied to the R2000-1 test year data. This is also done in WP.2, and the results are summarized in the “consistent methodology” comparisons in Figure 5. In fact each test is necessary, both to establish consistency of results and compare magnitude of results.

The most important finding is that using either one of the apples to apples “consistent methodology” comparisons, as opposed to USPS witness Miller’s “apples to oranges” comparisons, cost avoidances have increased for First Class workshared letter mail between the R97-1 test year and TY2001 in this rate case. The magnitudes vary by rate category and costing methodology used.12 Indeed, when all was said and done, USPS witness Miller himself concluded in response to interrogatory ABA&NAPM/USPS-T24-26(b), “I do not have the view that cost avoidance is shrinking.” (R2000-1, Tr. Vol. 7, p. 3071.)

The exercise in WP.2  as summarized here answers decisively the qualitative question of whether cost avoidances have gone up or down since the last rate case for First Class workshared letter mail. They have gone up. Indeed, had the Postal Service used either

12 The increase in cost avoidance for a basic automation letter using the R97-1 methodology is small and not observable in Figure 5, up from 5.7344 cents to 5.7780 cents.
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