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Table #3 - Revised

COMPARISON OF ECR COST COVERAGES

FOR PIECE-RATED PIECES VS. POUND-RATED PIECES




BEFORE RATES



AFTER RATES

Unit

Revenue
Unit

Cost
Implicit

Coverage

Unit

Revenue
Unit

Cost
Implicit

Coverage

3.0 ounce Dividing Line 

for Costs








Piece-rated 
.14245
.0675
211.0%

.15074
.0675
223.3%

Pound-rated
.20655
.0826
250.1%

.20887
.0826
252.9%










3.5 ounce Dividing Line 

for Costs








Piece-rated 
.14245
.0683
208.6%

.15074
.0683
220.7%

Pound-rated
.20655
.0838
246.5%

.20887
.0838
249.2%

Source: WP1, page Y for Revenue and USPS-LR-J-58 for Estimated Test Year Costs.

Implicit Coverage equals Unit Revenue/Unit Cost. 

The “Before Rates” information shows that the implicit coverage for pound-rated pieces exceeds that for piece-rated pieces.  While equalizing cost coverage of the two groupings is not strictly necessary, the information suggests that a reduction in the pound rate can be made without distorting the relative implicit coverage of the two groupings.  The gap in the difference in coverage between piece- and pound-rated pieces narrows somewhat in the “After Rates” scheme with a lower pound rate (by approximately 10 percentage points under both the 3.0 and 3.5 ounce dividing lines); however, the implicit coverage for pound-rated pieces is still significantly higher.  It is 29.6 percentage points higher than piece-rated pieces under the 3.0 ounce dividing line, and 28.5 percentage points higher under the 3.5 ounce dividing line.  If a goal of rate design were to have equal implicit coverage, and the pound rate were the only variable under 
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