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Response of Postal Service Witness John Kelley to Interrogatories Posed 
by Major Mailers Association 

 
MMA/USPS-T16-21 
 
Please refer to Library Reference LR-USPS-K-67 (revised), worksheets 9 and 
11, where you provide BY 2004 delivery costs for First-Class single piece and 
workshare letters.     

A. Please review the table below and confirm the delivery costs by cost 
segment, city carrier volumes and the computed derived unit costs.  If 
there are any incorrect values in the table, please provide corrections and 
show your computations and sources. 

 

  

First-Class 
Letter 

Category 
CC Volume 

(000) 

6.1 IN-
OFFICE 
DIRECT 
LABOR, 
CASING 
($000) 

6.1 IN-
OFFICE 
DIRECT 
LABOR, 

NON-
CASING 
($000) 

6.2 IN-OFFICE 
OVERHEAD, 
PLUS THE 

PORTION OF 
IN-OFFICE 
DELIVERY 

PREP THAT IS 
BURDENED 
ON OFFICE 

DIRECT ($000) 

7.1 DIRECT 
DELIVERY 
ACTIVITIES 

($000) 

7.2 
DELIVERY 
ACTIVITIES 
SUPPORT 

($000) 

6.2 IN-
OFFICE 

DELIVERY 
PREP 

BURDENED 
ON 

STREET 
DIRECT 
($000) 

(1) Single Piece  7,565,046    661,059     88,885           204,803     907,399      117,544        39,014 
(2)    Unit Cost   0.0376 0.0051 0.0117 0.0517 0.0067 0.0022
(3) Workshare 29,355,620    350,080     47,317           108,509     541,533        66,004        23,398 
(4)    Unit Cost   0.0119 0.0016 0.0037 0.0184 0.0022 0.0008

                  
  Unit Cost:               
 (2) - (4)     Difference   0.0257 0.0034 0.0080 0.0332 0.0044 0.0014
(2) / (4)     Ratio   1.46 1.47 1.46 1.56 1.51 1.56

 

B. Please discuss exactly what functions comprise each of the six delivery 
cost functions and explain what causes the unit costs for workshare letters 
to be so much less than the unit cost for single piece letters.  We note that 
in each cost segment, the cost for a single piece letter is approximately 
50% higher than the cost for a workshare letter.  As part of your 
explanation, please consider and discuss the impact, if any, of barcoding 
on each of the cost segments. 

C. Please review the table below and confirm the delivery costs by rural route 
carriers, rural carrier volumes and the computed derived unit costs.  If 
there are any incorrect numbers, please provide corrections and show 
your computations and sources. 
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First-Class 
Letter 

Category 

RR 
Volume 
(000) 

10 Rural 
Route 
($000) 

(1) Single Piece   6,955,698   227,766 
(2)    Unit Cost      0.0327 
(3) Workshare 12,293,318   272,420 
(4)    Unit Cost  0.0222

      
  Unit Cost:   
(2) - (4)     Difference      0.0106 
(2) / (4)     Ratio          1.48 

 

D. Please discuss exactly what functions comprise cost segment 10 rural 
route carriers and explain what causes the unit cost for workshare letters 
to be so much less than the unit cost for single piece letters.  We note that 
for this cost segment, the cost for a single piece letter is approximately 
50% higher than the cost for a workshare letter.  As part of your 
explanation, please be sure to consider and discuss the impact, if any, of 
barcoding on the costs incurred. 

 

Response 

A. Not confirmed.  The single piece letter shaped volume (000) delivered by 

city carriers is 17,565,046.  This appears to be a typographical error as the 

values in row (2) are correct.  The source of this datum is cell F3 on 

worksheet ‘9DeliveryVolumes’ in workbook LR-K-67_2nd.revised.xls.   

In addition, I have corrected the ratios in the last row. 
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First-Class 
Letter 

Category 
CC Volume 

(000) 

6.1 IN-
OFFICE 
DIRECT 
LABOR, 
CASING 
($000) 

6.1 IN-
OFFICE 
DIRECT 
LABOR, 

NON-
CASING 
($000) 

6.2 IN-OFFICE 
OVERHEAD, 
PLUS THE 

PORTION OF 
IN-OFFICE 
DELIVERY 

PREP THAT IS 
BURDENED 
ON OFFICE 

DIRECT ($000) 

7.1 DIRECT 
DELIVERY 
ACTIVITIES 

($000) 

7.2 
DELIVERY 
ACTIVITIES 
SUPPORT 

($000) 

6.2 IN-
OFFICE 

DELIVERY 
PREP 

BURDENED 
ON 

STREET 
DIRECT 
($000) 

(1) Single Piece 
 
17,565,046    661,059     88,885           204,803     907,399      117,544        39,014 

(2)    Unit Cost   0.0376 0.0051 0.0117 0.0517 0.0067 0.0022
(3) Workshare 29,355,620    350,080     47,317           108,509     541,533        66,004        23,398 
(4)    Unit Cost   0.0119 0.0016 0.0037 0.0184 0.0022 0.0008

                  
  Unit Cost:               
 (2) - (4)     Difference   0.0257 0.0034 0.0080 0.0332 0.0044 0.0014

(2)/(4)     Ratio   3.16 3.14 3.15 2.80 2.98 2.79
 

B. For a detailed discussion of the composition of the six delivery cost 

functions please refer to USPS-LR-K-1 pages 6-1 through 7-6 (‘In-Office 

Overhead’ and ‘In-Office Delivery Prep’ are described by ‘In-Office Support’ in 

USPS-LR-K-1).  I will discuss causes for the cost differences in the office and 

street components separately.  The disparity in-office costs can be attributed 

to the fewer number of IOCS tallies for workshared letters as compared with 

single piece letters.  Presumably, this is largely due to the notion that the DPS 

percentage is higher, possibly due to prebarcoding, for presorted as 

compared with single piece letter shaped pieces.  The difference in street 

costs is primarily a function of the $839 million dollars of collection costs in 

the base year for single piece letter shaped pieces on city routes, as 

compared to zero dollars for workshared letters. 

C. Confirmed. 
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D. The cost difference on between single piece letter shaped pieces and 

workshared letters on rural routes for two reasons:  1) the presumed higher 

DPS percentage, which compensates the rural carriers at a lower rate than 

for NonDPS letters, for presorted letters and 2) $65.4 million dollars of 

collection costs incurred for single piece letters as compared to zero dollars 

for workshared letters. 
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