
COST SEGMENT 10


RURAL CARRIERS


10.0
SUMMARY 
   



This segment covers salaries, benefits, and related costs of rural carrier work including the equipment maintenance allowance (EMA), and incentives for using right hand drive vehicles.  Rural carriers primarily provide delivery, collection, and retail services to customers ("boxes") on rural routes; on a few routes they also carry mail in bulk ("pouches") between post offices.  The routes are typically served from a vehicle (most rural carriers use their own vehicles), but some include stretches of foot deliveries ("dismounts").  There are about 54,000 rural routes nation​wide.



Rural carriers deliver all kinds of mail, including accountable items.  In contrast to city carriers, rural carriers also collect all kinds of mail, provide special services, collect postage, and sell stamps ‑‑ essentially providing a mobile post office.  Rural carriers further differ from city carriers in their use of the one‑bundle system to case flats and letter mail.



With regard to costs, a significant feature of rural car​riers is the way they are paid.  Most rural routes are evaluated in terms of time standards.  For "evaluated routes" (designated H, J or K routes), the resulting "evaluated time" determines the car​rier's salary.  On the few remaining "M" (mileage) routes, carriers are paid according to the mileage of the route. Carriers serving "A" (auxiliary) routes are paid on an hourly basis.  "A" and "M" routes are termed "other routes."



The accrued costs of this segment in FY 1999 totaled $3,891,940 thousand.


10.0.1
Segment Costs


The accounts and booked costs analyzed in this segment are shown in the Fiscal Year 1999 Cost Segments & Components Reconciliation to Financial Statements and Account Reallocations, pages 22 & 23.


10.0.2
 Component Costs


Costs of this segment are classified by component as described below; amounts are summarized in the following table (detail may not add to total due to rounding).




    FY 1999 Costs (Thousands)

Component
            Total

          Accrued
      Volume

      Variable





10.1  Evaluated Routes
$3,240,595
$1,549,977





10.2  Other Routes
313,957
148,845





10.3  Equipment Maintenance
337,388
--





TOTAL
$3,891,940
$1,698,822


10.1
EVALUATED AND OTHER ROUTES


10.1.1
Description and Rationale for Classification


Evaluated Routes



Each evaluated rural carrier is paid a salary determined by the evaluated time for his or her route.  The evaluated time is developed based on route factors such as route length; boxes served; the number of letters delivered; the number of papers, magazines, and catalogs delivered; and box holder mail volume.  These route factors are measured in periodic (approximately biannual) regular counts, called "National Rural Mail Counts," and, when circumstances dictate, in special counts.  During a National Rural Mail Count, all mail for nearly all rural routes is counted by shape (but not by class) and the actual time for individual routes is recorded daily during a two- or four- week period (typically during March or Septem​ber).  The mileage, number of boxes, volume of mail, and other applicable items provide a value for evaluated time used to determine the pay for individual routes.



Each evaluated route is classified as an "H,” "J,” or "K" route.  An "H" route is carried entirely, six days a week, by the regular carrier (except for sickness, annual leave).  “J” routes are carried 11 days out of 12 (one day off each two weeks) by the regular carrier and one day by the replacement carrier.  "K" routes are carried five days out of six (one day off each week) by the regular carrier and one day by the replacement carrier.  Evaluated routes are further subclassified into "L" status and non‑"L" status routes.  Box densities of 12 or more per mile distinguish “L” routes.  Designation of a route as "L" results in a somewhat smaller time allowance for the number of boxes and slightly different allowances for other minor evaluation factors.



As the evaluated time of individual rural routes increases, routes are reclassified to limit both the hours worked and the overtime compensation paid to the regular carrier.  To illustrate, "H" routes are usually reclassified to "J" routes when the evaluated route time (i.e., the time for both the regular carrier and the replacement carrier) is 46.5 hours per week.  Similarly, "J" routes are usually reclassified to "K" routes when the evaluated route time exceeds 50.7 hours per week.  If the actual route time for both regular and replacement carriers combined exceeds 57.6 hours per week, the route is classified as "overburdened."  An over​burdened route must be adjusted to a smaller value of work​load by reallocating some of its territory to another route.  The other route may be an existing one or a new one created for this purpose. 



Other Routes



The costs of rural carriers other than evaluated route car​riers are included in the "other routes” component.  These carriers serve routes in either of two classifications:  "A" routes or "M" routes.  "A" (auxiliary) carriers serve routes that are evaluated at less than 35 hours per week.  "A" routes are typically created to relieve overburdened routes or to accommodate route expansion that cannot be handled by adding segments to existing routes.  Carriers who serve on "A" routes are compensated on an hourly basis.  The "M" (mile​age) classification applies only to existing routes for which the rate of compensation on the basis of the mileage compensation schedule exceeds the rate of compensation based on the evaluated schedule.  "M" routes are being gradually phased out through conversion to evaluated status as they become vacant (i.e., the carrier retires or otherwise termi​nates employment) or when the compensation would be greater under the evaluated route schedule.  The salaries of "M" route carriers are based on the mileage of the route.


10.1.2
 Accrued Costs


The total accrued salary costs of rural carrier work (sub-account .112) are divided into evaluated and other route costs using information from payroll records (the Pay Data System). 


10.1.3
 Volume Variable Costs
The volume variable costs of rural carrier workhours are determined from a variability analysis developed in accordance with the evaluated time and factors of workload for all  40,933 routes in the FY1999 National Mail Count.

A four-step procedure is implemented separately for each of the two route components: evaluated and other.  First, carrier workload is categorized into 31 distinct cost drivers.  These drivers are defined as various carrier activities and workload factors that determine the total office and street time required to service a route.  16 of these drivers are activities for which the time required for completion varies proportionately with volume delivered on the route.  Examples include the delivery of letters, the delivery of flats, and the collection of letters and flats.  These volume variable drivers are referred to as variable evaluation items.  The remaining 15 drivers are a combination of fixed route characteristics, such as route mileage and numbers of rural boxes served, and other carrier activities for which the time required for completion is unaffected by route volume.  All of these drivers are called fixed evaluation items, since the time amounts involved are fixed with respect to volume delivered.

Step 2 assigns each of the 31 drivers an “evaluation factor,” which is a measure of the standard amount of time that one unit of the driver requires.  For variable evaluation items, this factor is expressed as minutes per unit of activity.  For example, the factor for the delivery of letters item is expressed as 0.0791 minutes per letter delivered.  For fixed evaluation items, the evaluation factor is expressed as either minutes per unit of activity, or minutes per unit of the factor that generates the workload.  An example is the factor for route miles, which equals 12 minutes per mile.

Step 3 applies these evaluation factors to the calculation of average weekly carrier times per route for each of the 31 evaluation items.  To do this, the levels of activity and numbers of units by workload factor are obtained from the National Rural Mail Counts for all 31 items on each of a large sample of all rural routes in the system.  These measures are then aggregated to produce estimates of average FY 1999 activity levels and units served per week per route over all routes.
  The product of each such estimate and the corresponding evaluation factor produces an estimate of average weekly minutes per route for the given evaluation item.  For example, the average weekly activity level estimated for the letters delivered item equals 3,591 letters per week per evaluated route.  The product of this level and the evaluation factor of 0.0791 minutes per letter equals an estimated 284.03 minutes per week per evaluated route for the delivery of letters in FY 1999.

Step 4 uses these estimated average minutes per week per route across all 31 evaluation items to calculate volume variabilities.  For each of the 16 variable evaluation items, the increase in time that occurs in response to a unit increase in volume is the same no matter what the initial volume level is.  This constant increase in time per unit increase in volume simply equals the evaluation factor itself. Moreover, this constant marginal time increment implies that the volume variability for each variable evaluation item equals exactly 100%.

In contrast, for the 15 fixed evaluation items, however, any given increase in volume, by definition, has no impact on time.  Thus, the marginal increase in time with respect to volume is zero, implying a volume variability of 0%.  

The overall volume variability of rural carrier hours equals the 100% variability for variable evaluation items times the percentage of total evaluation time that is variable.  This percentage is, in turn, calculated as the ratio of total variable evaluation minutes per week per route to the sum of this total plus total fixed evaluation minutes per week per route.
  FY 1999 volume variabilities calculated through this procedure equal 47.83% for the evaluated route group and 47.41% for the “other” route group.  Thus, volume variable evaluated route cost equals 47.83% times the $3,240,594,000 of accrued cost, or $1,549,976,000.  Volume variable other route cost equals 47.41% times $313,961,000 in accrued cost, or $148,849,000.  


10.1.4
Distribution of Costs


These two volume variable cost pools are distributed to mail subclasses through a two step procedure.  First, each pool is distributed among the variable evaluation items in proportion to each item’s percentage of total variable minutes per week per route.  This allocation is accomplished as follows.  First, the average minutes per week per route for 2 of the 16 items, “vehicle loading” and “markups” are reallocated to each of the remaining 14 items in proportion to the average minutes per week per route in each of these 14 categories.  The result is a slightly higher average minutes per week for each of the remaining 14 items than is implied by the product of the average pieces per week per route and the evaluation factor.  Next, the new average minutes are summed over all the 14 items, and the percentage distribution of this sum over these items is determined.  Finally, the percentage of total minutes allocated to each item is multiplied by the total volume variable cost to produce a volume variable cost for that item.



For an example, consider the letters delivered item for evaluated routes.  After the reallocation of time from the vehicle loading and markups items, average minutes per week per route for letters delivered on evaluated routes equals about 294.74 minutes.  This is about 29.8% of the sum of the minutes per week per route over all 14 items.  Thus, 20.2% of the total evaluated route volume variable cost of $1,549,976,000, or about $313,314,000, is determined to be volume variable cost for letters delivered on evaluated routes.



The next step distributes the volume variable costs allocated to each of the 14 variable evaluation items in this manner across mail subclasses and special services.  Because the National Rural Mail Count provides data by mail shape but not by mail class, these distributions are based on proportions obtained from another source, the Car​rier Cost System.  The applicable proportions by shape and by class, subclass, or special service, are derived from mail sampled on the Rural Carrier Route Test (Form 2858R) for mail to be delivered and on the Rural Carrier Mail Acceptance Data Form (Form 2848) for mail collected on routes.


10.1.5
Incremental Costs


Incremental costs equal volume variable costs for this component.


10.2
EQUIPMENT MAINTENANCE ALLOWANCE


10.2.1
Description and Rationale for Classification


EMA is paid when carriers use their own vehicles.  Carriers receive a minimum allowance that increases on a mileage basis for routes exceeding 40 miles.  Certain routes with a large number of stops in relation to the number of miles receive a supplemental allowance.  Rural carriers may also be paid an incentive to buy and use right-hand drive vehicles while serving their route.  Because the costs of EMA are a consequence of route mileage rather than mail volume, they are classified as institutional.


10.2.2
Accrued Costs


Accrued EMA costs are obtained from accounts 52462 and 52463.


10.2.3
Volume Variable Costs


The costs of this component are classified as 100% insti​tutional.

10.2.4
Incremental Costs


There are no incremental costs for this component.

�   For additional detail on rural carrier costing, see Docket No.  R97-1, USPS-T-17, Part 3, and Docket No.  R97-1, USPS-RT-1, Part 2.  


 �   When preparing mail for delivery, rural carriers generally sequence both letters and flats into the same case so that this mail can be handled as one bundle for inserting into customers' boxes.


�   These estimates, along with the values for the corresponding evaluation factors, are presented in�Docket No.  R97-1, USPS-T-5, WP-B at Worksheets 10.1.1 and 10.2.1.


��  See USPS-T-5, WP-B at Worksheet 10.1.1 for a complete listing of these average minutes per week per route across all 31 evaluation items.  Note also that the calculation of minutes per week per route by evaluation item for each individual rural route produces the time allowance data needed to determine the annual carrier salary for that route.





 �   This ratio of variable to total evaluation minutes per week is derived in Docket No.  R97-1, USPS LR-H-189.
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