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PROCEEDINGS 

3137 

[9:30 a.m.1 

Whereupon, 

JOSEPH MOELLER, 

the witness on the stand at the time of the recess, having 

been previously duly sworn, was further examined and 

testified as follows: 

CHAIRMAN GLEIMAN: Good morning. Tosday we 

continue hearings on Docket R97-1, Postal Service request 

for changes in rates and fees. This morning, Postal Service 

Witness Moeller will take the stand to allow followup and 

redirect cross-examination. He will be followed by Postal 

Service Witnesses Nieto, Bradley presenting one of his two 

pieces of testimony, USPS-5-13, and Wade. We have received 

no request for.~oral cross-examination of Witness Wade. I 

Mr. Alverno, I know you are not representing 

Mr. Wade, I understand Mr. Koetting may be. Please let him 

know that if it is more convenient, his witness will not 

have to be present today and we can accept the testimony and 

written cross-examination if they are accompanied by a 

declaration of accuracy. 

Does any participant -- I'm sorry. Did you get 

me, all what I said -- okay. 

Does any participant have a procedural issue they 

wish to raise today? 
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1 [No response.] 

2 CHAIRMAN GLEIMAN: If there are no procedural 

3 issues at this point, Mr. Moeller, you are already under 

4 oath. Are you ready to continue? 

5 THE WITNESS: Yes. 

6 CHAIRMAN GLEIMAN: We were at the point where we 

7 were going to start followup to initial cross-examination 

a and I believe Mr. McLaughlin had indicated that; he had some 

9 cross, ,followup cross-examination. 

10 Is there anybody else that has followup 

11 cross-examination? Perhaps Mr. Baker. All right. 

12 Mr. McLaughlin, whenever you are ready. 

13 CROSS EXAMINATION 

14 BY MR. MCLAUGHLIN: 

15 Q Mr. Moeller, I am Tom McLaughlin for.Advo, Inc. 

16 On Friday, you had discussions with counsel for 

17 NAA and OCA concerning the ECR letter flat cost differences 

ia and passthroughs. Do you recall that, those discussions? 

19 A Yes. 

20 Q I believe in terms of the basic level letter flat 

21 cost difference, you were talking with counsel for OCA about 

22 the cost differential being on the order of 1.138 cents; is 

23 that correct? 

24 A That was what the response to OCA 27, I believe, 

25 spelled that out and that was the cost difference using 
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1 certain numbers from Witness Daniel's testimony. 

2 Q Okay. Now, that is an average cost difference for 

3 ECR letters versus ECR flats; is that -- ECR basic letters 

4 versus ECR basic flats? 

5 A That's my understanding, yes. 

6 Q Do you know whether ECR basic flats weigh more on 

7 average than ECR basic letters? 

a A They are heavier. 

9 Q It is a fairly substantial difference, isn't it? 

10 A I am not sure of exact numbers to be able to 

11 characterize what would be substantial but there is a 

12 difference there, yes. 

13 Q Now, in terms of that unit cost differential, does 

14 that unit cost differential represent strictly shape-related 

15 cost differences or would it also include weight-related 

16 cost differences to the extent -- to the extent that there 

17 are weight-related cost differences? 

la A It measures the cost of letters versus flats and 

19 flats can be heavier than letters so, to the extent that 

20 they are heavier and it does affect costs, that would also 

21 be in the differential. 

22 Q So in terms of the passthroughs that you have 

23 given, those passthroughs in terms of shape-related costs 

24 would actually be -- let me rephrase that. 

25 The unit cost differential includes the effects of 

3139 
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a A I think that follows, yes. 

9 Q So if you were looking at a pure shape-related 

10 passthrough, your passthroughs for example for ECR 

11 saturation letters versus flats would be higher than the 

12 figures that you have shown in your page 48 revised? For 

13 example, you show an implicit saturation letter flat 

14 passthrough of 80 percent. That again is based on numbers, 

15 cost differences that include the effects of both weight and 

16 shape; is that correct? 

17 A Yes. If, again, if you say that weight has an 

la effect. 

19 Q Okay. But to the extent that weight -- that there 

20 is an effective weight in there, that would mean that the 

21 actual passthrough of the shape-related differences would be 

22 larger than 80 percent; is that correct? 

23 A That's correct. 

24 MR. MCLAUGHLIN: I have no further questions 

25 CHAIRMAN GLEIMAN: Mr. Baker. 

both shape and weight; is that correct? 

A The cost differential does, yes. 

Q And to the extent that weight has scsme effect and 

produces higher costs for flats because of their heavier 

weight, that would mean that pure shape-related differences 

would be somewhat less than that even at average unit cost 

differential? 
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1 CROSS EXAMINATION 

2 BY MR. BAKER: 

3 Q Good morning, Mr. Moeller. 

4 A Good morning. 

5 Q On Friday afternoon you had some questions from 

6 counsel for ValPak about the destination entry discount. Do 

7 you recall that conversation at all? 

0 A Yes. 

9 Q And counsel for ValPak asked at one point why the 

10 passthrough of the cost savings in the destination entry 

11 discounts were less than 100 percent; do you recall that 

12 conversation? 

13 A Yes. 

14 Q And do you recall I asked you the reasons for 

15 that? 

16 A Yes. 

17 Q In your answers I did not hear you touch on the 

18 point which you mention in ValPak 3, your answer to their 

19 interrogatory, and in particular I focus your attention to 

20 the last sentence of your answer. 

21 A Right. 

22 Q And there you state that while this wasn't a 

23 consideration in your decision in the first place, the 

24 80-percent passthrough, and this is, I'm going to quote now, 

25 should allay the concerns of parties who contend that 
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1 setting the discount for all minimum or per-piece-rated 

2 pieces by using a weight of 3.3 ounces overrewards 

3 destination entry; correct. 

4 A Yes. 

5 Q Is that -- would it be fair to characterize that 

6 as an additional reason that supports the passthrough that 

7 you selected even though it wasn't one of the reasons you 

8 had in mind at the outset? 

9 A Well, I just remember that being an issue in 

10 classification reform when we proposed a lOO-percent 

11 passthrough, and this issue came up. 

12 Q Urn-hum. 

13 A So I thought I would mention it here -- 

14 Q Urn-hum. 

15 A As at least as I say there should allay the 

16 concerns of parties. 

17 Q Urn-hum. And is it your understanding of the 

18 concern that you address here is that the destination entry 

19 discounts are calculated using an assumption that every 

20 piece that pays a minimum per-piece rate weighs exactly the 

21 break point. 

22 A I think, as I described in the testimony, we used 

23 the 3.3 and everyone -- I mean, that's the way it's always 

24 been done -- use the 3.3 or whatever the break: point weight 

25 is as the weight per piece for a letter for purposes of 
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calculation of the per-piece destination entry discount, not 

just letters, but letters and nonletters, all piece-rated 

pieces. 

And there are reasons for that. One is the 

continuity of the rate schedule. You would have a 

decreasing rate as weight goes up below the break point if 

you were to base the destination entry discounts on the 

weight of the piece. 

Q Urn-hum. 

A So there's a whole history of why it is that way, 

but you're correct that the rate design uses a weight of 3.3 

ounces to apply to the pound-rated savings in order to come 

up with the per-piece destination entry discount. 

Q And so the concern that you address here, and I 

don't suggest that you're endorsing it as a valid one, but 

the concern that you address here is that since the average 

weight of the piece-rated mail is obviously less than 3.3 

ounces, then the argument has been made by some including my 

client seven years ago that the discounts awarded exceed the 

costs avoided. Is that the concern? 

A That's the concern I'm speaking of. Again, you've 

helped me there by saying I'm not necessarily -- because I 

know that there was a whole bunch of questions in 

classification reform about this that didn't surface during 

discovery in this case where we talked about a number of 
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issues involved there. 

Q My point is, you have identified a concern, 

although it's felt by some perhaps but not by you. 

A Yes, that's what I'm saying here. 

MR. BAKER: No more questions, Mr. Chairman. 

Thank you. 

CHAIRMAN GLEIMAN: Is there any further followup? 

Questions from the bench? 

Commissioner LeBlanc. 

COMMISSIONER LeBLANC: Yes, sir. 

Do you want to go first, Mr. Chairman? 

CHAIRMAN GLEIMAN: No, I do not. 

COMMISSIONER LeBLANC: Let me put my Friday cap 

back on here, Mr. Moeller, pardon me. 

As I understand it the new cost studies show that 

the value of work-sharing has decreased with the exception 

of the basic bar-coded flats pretty much. 

Now it appears that the decreased work-sharing 

cost differentials are a product of the change in the 

costing methodology, which I take it to be the use of a 

different variability factor for mail processing costs and 

the use of proportional fixed and so forth. It therefore 

appears that the reduced work-share values are not a result 

of the change in work-sharing -- excuse me, in mail 

processing operations, but only the result of how the 
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Service now measures the cost. 

You with me? 

THE WITNESS: Yes. 

COMMISSIONER LeBLANC: How is it fair to penalize 

work-sharing mailers with reduced discounts when there's no 

operational changes it would reduce in the value of 

work-sharing? 

THE WITNESS: Well, I can't speak for the cost 

people, but it's my understanding that this is an improved 

cost methodology, and to the extent that in newer 

measurements show that those work-sharing activities are not 

resulting in the savings which we had thought, then you 

would want to reduce those discounts so as to create a 

situation where the mailer is taking on work only where they 

can do it at a lower cost than the Postal Senice can. 

I would note that a lot of these unconventional 

passthroughs that I've described here take that concern that 

you're expressing into account by not just gutting the 

discounts -- I mean, we do a higher than loo-percent 

passthrough in a number of cases -- 

COMMISSIONER LeBLANC: But that was done in a lot 

of cases to hold it to 10 percent. 

THE WITNESS: That was -- 

COMMISSIONER LeBLANC: So you're talking about 

apples and oranges there. 
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1 THE WITNESS: Well, not really. It helped keep 

2 the 10 percent. It helped keep that lo-percent limit met 

3 But it was a separate goal to not just totally let the 

4 discounts be -- I used the word "gutted"; I don't know if 

5 that's the right word. But we didn't want to on the heels 

6 of classification reform when these discounts were put in 

7 place and mailers changed their operations, we didn't want 

8 to turn right back around and say oh, no, we need to reduce 

9 these discounts substantially. And the only way to avoid 

10 that was to go beyond loo-percent passthrough for some of 

11 those work-sharing discounts. 

12 COMMISSIONER LeBLANC: But you're not saying, 

13 though, that even though the work sharing may not save as 

14 much as you thought, you're not saying that it's not a 

15 savings at all to the Postal Service? 

16 THE WITNESS: Oh, no, that's why the cost studies, 

17 the new cost studies do measure that there is some savings 

18 there. 

19 COMMISSIONER LeBLANC: Okay. Now, since you 

20 proposed to set the letter/flat differential at zero for 

21 basic ECR, the letter and flat rates at the basic level 

22 would be equal under your proposal, if I got i-t right? 

23 THE WITNESS: That's correct. 

24 COMMISSIONER LeBLANC: No matter how high the cost 

25 coverage, the rate differential does not equal the cost 
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8 There is averaging there that applies to the same 

9 rate that applies to pieces of different costs so that there 

10 is averaging in that they are paying the same rate but 

11 they're different costs. But that does not necessarily mean 

12 that each of those pieces is not covering its cost. They 

13 can both he well above their cost; they are just not 

14 recognizing the cost difference -- 

15 COMMISSIONER LeBLANC: But that's on a per-piece 

16 basis, though? 

17 THE WITNESS: Correct. 

18 COMMISSIONER LeBLANC: Not on a class or subclass 

19 or individual basis? 

20 THE WITNESS: Right. The subclass E:CR covers its 

21 costs very handsomely. 

22 COMMISSIONER LeBLANC: Under your proposal, the 

23 incentive for drop shipping at an SCF is lessened because 

24 the proposed differential between the SCF destination entry 

25 discount and the DMC destination entry discount decreases 

3147 

differential between the letters and flats. Therefore, how 

can there be no cross-subsidy between the letters and the 

flats? 

THE WITNESS: When I speak of the term in my 

testimony there about cross-subsidy, I am thinking of one 

type of piece actually not covering its cost. That's how I 

think of cross-subsidy. 
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from the current point. I think it's .5 to .3,. How did you 

factor into your proposal the change incentive? 

THE WITNESS: Well, there was a whole series of 

questions about that and at the time we didn't think of it 

in terms of decreasing the SCF discount. And, like you 

explained, the differential between BMC and SC!F gets smaller 

but that's by virtue of the BMC discount becoming larger. 

We didn't account for any kind of vcslume shifts 

there and I have answered some interrogatories to that 

point. 

COMMISSIONER LeBLANC: I realize that. But I 

guess what I'm really getting at is, and excuse me for 

interrupting you, but is the change incentive good or bad 

for the current SCF drop ship mailer? 

THE WITNESS: There may be some mailers that think 

the differential between BMC and SCF is now not large enough 

for them to warrant going to the SCF and will instead take 

it to the BMC and we are aware of that and I think in one of 

the responses I mapped out how the rate design spreadsheets 

could be used to avoid that situation if it were deemed to 

be an important concern. 

COMMISSIONER LeBLANC: So you obviously feel this 

is good for the Service? 

THE WITNESS: What's good for the Service? 

COMMISSIONER LeBLANC: Well, in your own words, 
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you basically just justified what you did there. So is that 

good for the Service? I mean, I'm not trying to put words 

in your mouth but that's as I understood it. 

THE WITNESS: I don't think we take a big issue 

with this one way or another as far as what those discounts, 

the actual level in between the discounts. We -- I proposed 

an 80 percent passthrough of the cost savings of each tier 

which is sort of traditionally the way it has been done. In 

order to avoid a situation where you have the BMC and SCF 

discounts becoming closer, you have to choose different 

passthroughs for the different destinations. And that's 

doable in the rate design worksheet. Just that I didn't do 

it that way. 

COMMISSIONER LeBLANC: Last question. Let me 

shift gears onyou to the pound rated mail just a minute. 

In your testimony at page 24, you imply that the Commission, 

or I read it as an implication that our MC95-I recommended 

piece rate of zero cents for pound rated saturation mail is 

illogical. And I know you're aware, because we've had some 

conversation about it, in Docket R-90, the Service proposed 

a zero cent piece rate for saturation mail. As a matter of 

fact, I think the man is working for us now who did it. 

So how come the zero piece rate wasn't illogical 

then? 

THE WITNESS: Well, I think all this:, the use of 
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1 the formula and the pound rate and all of this is an 

2 evolving kind of situation and as more information becomes 

3 available, you modify what you've done. For Instance, the 

4 rate design formula which the Commission used in MC95 was 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

what had also been done by that same person in the room 

and -- but it had to be modified to take into account that 

there are two different subclasses. 

In moving forward to this case, I recognize the 

value of the formula. It's, like I described on Friday, 

it's a great tool for checking rate relationships and 

putting in different inputs. But we just thought that 

solving for the pound rate is something that could be 

changed just by a slight modification in the fiormula to 

actually put in a pound rate with the information that you 

have available and this is one of the pieces o‘f information 

where I state that it just -- I'm not really talking about 

the rate being illogical but just the effect of that kind of 

rate arrangement where you have the rate doubling with 

19 weight for saturation pound rated pieces. 

20 COMMISSIONER LeBLANC: So you are not talking 

21 about the rate itself, though, in that case? 

22 THE WITNESS: It's the -- it's the effect of the 

23 rate, I guess, the zero per piece rate ends ug) with the rate 

24 for an individual piece doubling with its weight when it 

25 goes from, say, four ounces to eight ounces. 
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. . _ ,_ _ 

COMMISSIONER LeBLANC: Okay, thank you, 

Mr. Chairman. 

CHAIRMAN GLEIMAN: Mr. Moeller, a moment ago in 

response to Commissioner LeBlanc, you commented that you 

thought ECR covers cost handsomely. I think that's the 

phrase you used. 

Let me ask you a question. When you are setting 

your prices, your markups, do you consider the portion of 

the system that is used by a particular type of mail and the 

percentage of the cost in that portion of the system versus 

the percentage of costs that are institutional in the system 

overall? 

For example, forgetting the volume variable 

approach for a moment and going back to the old methodology 

for attributing costs, roughly 35 percent to 4:O percent of 

the overall system costs for the Postal Service are 

institutional costs. But when you look at the delivery 

function, you find that more likely somewhere in the 

vicinity of 60 to 65 percent of the cost in the delivery 

function are institutional costs. So when -- what I am 

asking you is when you look at pricing a type of mail and 

coming to the conclusion that something handsomely covers 

its costs, do you pay any attention to the relative portion 

of total costs that are institutional in a particular part 

of the system or do you just look at it on a systemwide 
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1 basis and draw those conclusions? 

2 THE WITNESS: I haven't looked at it segment by 

3 segment as far as how particularly attributable volume 

4 variable the costs are for the function. 

5 When I spoke of "handsomely" I was looking at the 

6 Dr. O'Hara figures of cost coverages. 

7 CHAIRMAN GLEIMAN: So if you had a type of a mail 

8 that just used the delivery portion of the system, you might 

9 not conclude that the markup was quite as handsome if you 

10 knew that in that portion of the system the pc'rtions of 

11 volume variable to nonvolume variable or institutional to 

12 attributable were reversed from that of the entire system? 

13 THE WITNESS: I confess that I haven't thought 

14 about that as deeply as you apparently have. I don't know 

15 if I can speak to it more clearly than I have. 

16 CHAIRMAN GLEIMAN: I just want to understand 

17 better how you came up with your markups. You had overall 

18 limit of 10 percent on the rate increase generally. 

19 THE WITNESS: Yes. 

20 CHAIRMAN GLEIMAN: And you weren't going to pass 

21 through less than 80 percent on any work-sharing avoidance? 

22 THE WITNESS: I didn't -- I think that specific 

23 guideline was to not have the discounts go down by more than 

24 what would be 20 percent- down, so where it wasn't a 

25 pass-through it was maintaining of at least 80 percent of 
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the current discount if possible. 

CHAIRMAN GLEIMAN: And by the same token, because 

of the 10 percent constraint and the shock value of limiting 

to 100 percent pass-through, you did decide that you could 

go over 100 percent pass-through in a number of cases? 

THE WITNESS: I think that was what I was 

discussing with Commissioner LeBlanc, that those greater 

than 100 percent pass-throughs were to maintain that 80 

percent of the current discount. 

Is that what you are asking? 

CHAIRMAN GLEIMAN: Yes. As a matter of principle, 

do you see a problem with passing through in excess of 100 

percent of costs avoided as a consequence of work done by 

mailers? 

THE WITNESS: Well, I think we balance a number of 

things, and one, we want to recognize the work: sharing for 

its value, which would say don't go over 100 percent, but on 

the other hand, we need to be aware of changes; in rates and 

incentives we have given to mailers to take on a lot of 

maybe capital investment or capital expenditures that they 

might need to do the work that we have said we highly 

reward, and I just need to balance the need to recognize the 

appropriate level of work sharing with this knowledge of 

mailers having taken on work in order to get those discounts 

and then come back two years later and wipe the discounts 
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1 out. 

2 We didn't think that was the right thing to do. 

3 CHAIRMAN GLEIMAN: This also is related to 

4 something that Commissioner LeBlanc asked you about this -- 

5 you know, this standard or guideline of preserving 80 

6 percent of previously existing discounts. 

7 Is that only something that we should consider in 

8 Standard A or do you think that is something that should be 

9 a good benchmark for -- is it new? Is this a new concept? 

10 Let me ask you that first. 

11 THE WITNESS: I am not aware of it being new. I 

12 think we had special circumstances in this case in that 

13 there was, as Commissioner LeBlanc mentioned, a change in 

14 the methodology that caused some swings in these measured 

15 values of work sharing, so it might be new because this 

16 might be a new circumstance, and maybe this has never come 

17 up before. 

18 As far as other classes, I am not familiar enough 

19 with the discounts in those other classes to know whether it 

20 would make sense there or if the rate swings would have been 

21 so severe -- 

22 CHAIRMAN GLEIMAN: I don't mean to cut you off but 
. 

23 severe rate swings and consideration of B(4) are what caused 

24 you to come to the conclusion that 80 percent was a 

25 reasonable number -- reasonable level in terms; of 
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preserving -- 

THE WITNESS: So you think that should be 

consistent across classes? 

CHAIRMAN GLEIMAN: Well, no, I am asking you 

whether, you know, both whether it's new and whether it is 

something that ought to be applied across the board, because 

since I have been here there have been several -- there is 

one instance that comes to mind where there was a severe cut 

in a discount. 

THE WITNESS: Well, obviously I think it was 

reasonable. I did it in my testimony. 

I guess I would think that certainly might have 

application in other classes but again, you know, who knows 

what issues are there that need to be weighed. 

CHAIRMAN GLEIMAN: Is there any follow-up as a 

consequence of questions from the bench. 

MR. MCLAUGHLIN: Mr. Chairman -- 

CHAIRMAN GLEIMAN: I'm sorry, Mr. McLaughlin? 

SENATOR WARNER: Just one very brief follow-up. 

CROSS EXAMINATION 
. 

BY MR. MCLAUGHLIN: 

Q The Chairman was asking you about relative 

mark-ups, subclasses, in relation to their use of the 

system. 

Do you know in terms of a per piece mark-up, not a 
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cost coverage mark-up but a per piece mark-up, does ECR have 

a larger per piece mark-up than the regular class for 

Standard A? 

I guess that should be per piece contribution. 

A I was hoping that my workpaper would have that on 

there on a per piece basis, but it doesn't appear to be. 

That sounds reasonable. 

MR. MCLAUGHLIN: I have no further questions. 

CHAIRMAN GLEIMAN: Do you have any sense of 

whether ECR saturation mail uses a lesser portion of the 

entire Postal Service system -- that is, from processing to 

delivery -- than does a piece of regular Standard A mail? 

THE WITNESS: I think its costs are lower because 

it does avoid all that operation. 

CHAIRMAN GLEIMAN: Okay -- and it if< avoids the 

operation, not only does it avoid the cost but it avoids the 

implicit overhead of that portion of the system? 

THE WITNESS: Yes. 

CHAIRMAN GLEIMAN: And incurs the implicit 

overhead of another portion of the system that it does use? 

THE WITNESS: I don't know. 

CHAIRMAN GLEIMAN: Thank you. 

Any further follow-up? 

[No response. 1 

CHAIRMAN GLEIMAN: If there is no further 
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follow-up, that brings us to redirect. 

Mr. Alverno, would you like some time with your 

witness? 

MR. ALVERNO: Please. 

CHAIRMAN GLEIMAN: More than the three days you 

have already -- 

[Laughter.] 

CHAIRMAN GLEIMAN: Ten minutes then, 

MR. ALVERNO: Thank you. 

[Recess. 1 

CHAIRMAN GLEIMAN: Mr. Alverno, whenever you're 

ready. 

MR. ALVERNO: Thank you, Mr. Chairman. 

REDIRECT EXAMINATION 

BY MR. ALVERNO: 

Q Mr. Moeller, I would like you to direct your 

attention to Mr. May's cross-examination of you on Friday. 

And you had provided a response to a question regarding a 

hypothetical situation involving the cost/revenue 

relationship between two types of pieces. Do you remember 

that hypothetical? 

A Yes. 

Q Could you describe the hypothetical situation 

Mr. May posited? 

A Well, he asked me to assume a situation where you 
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1 had two pieces of mail and they differed only in shape and 

2 that there was a cost per piece difference of 33 cents and a 

3 revenue per piece difference of 33 cents. 

4 Q And what were you asked about that hypothetical? 

5 A He asked if, in that situation, I would recommend 

6 that there be a shape surcharge. And I think I further 

7 asked him if I was also to assume that the weights of these 

8 two pieces were different and he said yes. And I believe 

9 that means then, I asked him and I think he has agreed, that 

10 then it's the pound rate that is getting this 33 cents in 

11 revenue. 

12 So in that situation, that's a good thing that the 

13 revenue is being obtained for this additional cost of 33 

14 cents but ideally you would want to know what's causing that 

15 cost difference. The pound rate is the right mechanism for 

16 getting that additional revenue if it is indeed weight that 

17 was causing the cost difference in that hypothetical. To 

18 the extent it was shape that was driving that difference, 

19 then there would be a basis for a shape surchzrge and a 

20 lowering of the pound rate because weight would not have 

21 been what was causing the cost difference of 33 cents. 

22 Q So do you have then an opinion on whether it is 

23 the shape characteristic or the weight characteristic that 

24 should inform how the rate design should be structured? 

25 A I think there is information to be gained on both 
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1 those issues and I think we have a study that shows that 

2 shape is a big cost determinant and should be recognized in 

3 the rate structure. 

4 Q I would like to direct your attention now to 

5 Mr. Wiggins' cross-examination of you. He asked you about 

6 shape definitions. And do you recall that conversation or 

7 that exchange? 

a A Yes, I recall that. 

9 Q Now, there was a discussion involving section 

10 CO50.2.0. I believe it was in Exhibit DMM-C050.2.0 which 

11 prescribed shape dimensions for letters and flats and 

12 machinable parcels, correct? 

13 A That's correct. 

14 Q Now, what relationship between flats and 

15 machineable parcels was Mr. Wiggins asking you to accept? 

16 A He was attempting to determine if all flats could 

17 also be defined as machinable parcels. 

18 Q Do you have an opinion on that subject? 

19 A Yes. During my cross-examination I believe I 

20 tried to point out why the proposition that all flats can be 

21 defined also as machinable parcels was an inccmrrect 

22 assumption or proposition. If you were to locsk at that 

23 exhibit, first of all, I think we all get flats in the mail 

24 that are thinner than a quarter of an inch, SC, that should 

25 have been enough for me to kick in and say, ncm, that's not 
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But on the actual DMM definitions, Mr. Wiggins was 

pointing to the minimums for the flat sized mail, height, 

length and thickness, and assumed that all those minimums 

had to be met when, in actuality, only one of those minimums 

needs to be exceeded for the piece to become a flat or to be 

defined as a flat. 

So a flat does not have to be a quarter of an inch 

thick, even though looking at this exhibit might lead one to 

think that. But you have to look at the asterisk, I 

remember saying the word "asterisk" on Friday, trying to 

draw attention to this issue here that flats only need to 

exceed one of those minimums which happen also to be the 

letter-size maximums in order to be categorized as a flat. 

Q So in other words if I had a piece that met the 

minimum height -- excuse me, that did not meet the minimum 

height and length dimensions of a flat as prescribed in 

DMMC050 2.0 but was more than one-quarter-inch thick, it 

would qualify as a flat? 

A As long as it was within the maximums also. But 

his comment that all flats could be considered machineable 

parcels was incorrect. 

Q Okay. Now you were also asked if sh.ape -- excuse 

me, you were also asked by Mr. Wiggins if shape was the 

governing criterion with regard to the application of the 
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surcharge. How does the classification language deal with 

that subject? 

A The language describes pieces that would be 

subject to the surcharge as being not letter-shaped, not 

flat-shaped, or are prepared as parcels. 

That means that they're -- to the extent there's 

overlap here, which was the subject of some discussion on 

Friday afternoon, since there are pieces that meet both of 

those definitions, in order to ease administration of that 

rate element, the surcharge, the language says; nonletter, 

nonflat, or prepared as a parcel, so that thes:e pieces in 

the grey area will be defined by how they are prepared. If 

these parcels which could also be considered flats are 

prepared in a big mailing of machineable parcels, the entire 

mailing will be subject to this what was thought of as a 

parcel surcharge at one time, rather than have some of that 

mailing subject to it and some of it not subject to that 

surcharge. 

Q Okay. So then what you're describing as a 

situation where you have overlapping shapes, in other words, 

these pieces could be described as either flats -- or meet 

the minimum dimensions of either flats or machineable 

parcels -- and in what circumstance would these pieces be 

subject to the surcharge? 

A They'll be subject to the surcharge if the mailer 
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chooses to prepare all of those pieces as machineable 

parcels. It's certainly an option for the mailer to take 

those pieces that would qualify as flats and prepare them 

separately and avoid the surcharge. So there's a choice 

here. If you are indeed flat-sized, you can prepare that 

piece as a flat and avoid the surcharge. 

As a matter of fact, and this isn't a secret, 

really, I think when parcel classification reform was filed, 

the DMA issued an announcement on their web page that said 

some parcel mailers may, however, be able to avoid the 

surcharge by mailing their smaller parcels as flats, so it 

seemed like it was obvious there that these pieces that are 

in this grey area can be prepared as flats and avoid the 

surcharge. But if they are prepared as parcels -- and I 

note that I said this a couple of times Friday-, the parcel 

preparation requirements are much easier than are the flat 

preparation requirements. 

So -- and I think I actually said that for flats 

it was made up to SCF, the actual preparation hierarchy is 

five-digit, three-digit, ADC, and mixed ADC, whereas for 

machineable parcels you make up five-digit and then you just 

make up BMCs, and you get the three five-digit rate for the 

BMC sortation, of which there are many, many fewer than 

there are three-digit sortations for flats. So machineable 

parcels benefit -- you benefit from having your piece 
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declared a machineable parcel -- absent the surcharge you 

certainly do -- because of the easier mail preparation and 

rate eligibility that machineable parcels are afforded. 

Q Okay. Now Mr. Wiggins also asked you if the 

classification language that provides for the residual 

surcharge should be changed. Do you remember that exchange 

with Mr. Wiggins? 

A I remember talking about the classif:ication 

language. 

Q Okay. One of the questions that he asked you was 

whether or not the use of the disjunctive or the term "or" 

in the classification schedule such as for example in 

section 321.25 should be changed to the conjunctive, that 

is, an "and." So in other words he was asking if the 

classification language should read as follow?': Regular 

subclass mail is subject to a surcharge if it is prepared as 

a parcel and if it is not letter or flat-shaped. 

Now of course the classification language that's 

been proposed provides that regular subclass mail is subject 

to a surcharge if it is prepared as a parcel c'r if it is not 

letter or flat-shaped. 

Now do you have an opinion as to whether or not 

the use of the disjunctive or the conjunctive should be used 

in the circumstance with regard to the classification 

language? 
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A I think the "or" should be used rather than the 

'I and . I' 

Q Okay. 

A There's too many syllables in those other words. 

I'm not going to try. 

Q Exactly. 

A And that's because what we had been discussing 

here that thereqs overlap and that helps deal with that 

situation. 

Q Okay. And -- so the use of the "or" is in fact 

deliberate for the classification language? 

A Yes, it's deliberate. 

Q And why is it sensible to apply the surcharge, the 

residual shape surcharge, to pieces that may be of 

overlapping shapes, that is can qualify as a machinable 

parcel or a flat? 

A I think it is sensible because of what I was 

saying earlier about the verification and acceptance c 

procedures would be simplified, plus these pieces are being 

processed as parcels. 

They are put in a big BMC container that is going 

to a BMC parcel sorter, so they are going to be handled as 

parcels, and again, it can be avoided if the mailer chooses 

to prepare them as flats instead -- for those pieces that 

are eligible for flats. 
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MR. ALVERNO: Thank you. That's all. I have, Mr. 

Chairman. 

CHAIRMAN GLEIMAN: Is there any follow-up as a 

consequence of redirect? 

[No response.] 

CHAIRMAN GLEIMAN: I just have one request of you. 

I guess it's a question. Could you please 

identify the DMA publication that you quoted from? 

THE WITNESS: Yes. It was the DMA rlashington 

Report. 

I think it was January of '97. Their home page is 

WWW.the-DMA.org and this was /home pages/home January '97, 

which makes me think it was in response to the filing of the 

parcels reform case. 

MR. ALVERNO: Mr. Chairman, we just so happen to 

have multiple copies of that if the Commission would like to 

receive those and if it would like to be made a direct 

examination exhibit. 

CHAIRMAN GLEIMAN: It's your call on whether you 

want to make it a cross examination exhibit. 

I think we can probably find it. I just wanted 

to -- 

MR. ALVERNO: We'd be happy to just hand it out 

and give it to the Reporter. 

CHAIRMAN GLEIMAN: Fine -- if you just want to 
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I'm sorry if you can't hear me. By the end of the 

hearings no one in the room will be able to hear me -- with 

any luck to you all. 

If there is no follow-up as a consequence of that 

one question from the bench, then I think that kind of wraps 

it up for you, Mr. Moeller. 

We won't ask you to come back tomorrow. 

THE WITNESS: Thanks. 

CHAIRMAN GLEIMAN: I don't think -- but I won't be 

held to that. 

THE WITNESS: All right. 

CHAIRMAN GLEIMAN: Mr. Alverno, if there is 

nothing more, I am going to dismiss your witness -- not so 

fast? There appears to be something more. 

MR. ALVERNO: Yes. The Reporter asked me to mark 

it, so I marked it as Moeller-DE-l. 

CHAIRMAN GLEIMAN: That sounds fine,. although it 

is not a marking that I recognize as traditional, but this 

is a nontraditional case, so what the heck. 

[Exhibit No. USPS Moeller-DE-l was 

marked for identification.] 

CHAIRMAN GLEIMAN: Mr. Moeller, thank you for your 

contributions Friday and for agreeing to come back this 

morning to finish up. 
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1 If there is nothing further, again -- appreciate 

2 your contributions to the record and you are excused. 

3 THE WITNESS: Thank you. 

4 [Witness excused. 1 

5 CHAIRMAN GLEIMAN: Now deviating somewhat from our 

6 announced schedule, Mr. Koetting, I understand that you have 

7 your witness, Mr. Wade, in the room, without declaration, so 

0 that we are going to take advantage of his presence to 

9 dispense with this part of the hearing. 

10 MR. KOETTING: That is correct, Mr. Chairman. 

11 With the Commission's indulgence, the Postal Service would 

12 like to call as its next witness Dr. Steven Wade. 

13 CHAIRMAN GLEIMAN: Please be seated. Counsel? 

14 Whereupon, 

15 STEVEN HOWARD WADE, 

16 a witness, was called for examination by counsel for the 

17 United States Postal Service and, having been first duly 

18 sworn, was examined and testified as follows: 

I.9 DIRECT EXAMINATION 

20 BY MR. KOETTING: 

21 Q Dr. Wade, could you please state your complete 

22 name for the record? 

23 A Steven Howard Wade. 

24 Q Dr. Wade, I am handing you a copy of a document 

25 that is titled, "Direct Testimony of Steven H. Wade on 
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1 behalf of the United States Postal Service," which has been 

2 designated for purposes of this proceeding as USPS-T-20. 

3 Are you familiar with that document:? 

4 A Yes. 

5 Q Was it prepared by you or under your supervision? 

6 A Yes. 

7 Q Does it contain the revised page that was filed 

a last week on 10-E-97? 

9 A Yes, it doe.s. 

10 Q If you were to testify orally today, would this be 

11 your testimony? 

12 A Yes. 

13 MR. KOETTING: Mr. Chairman, at this point the 

14 Postal Service would move the Direct Testimony of Steven H. 

15 Wade, USPS-T-20 into evidence. 

16 CHAIRMAN GLEIMAN: Mr. Koetting, I assume that the 

17 testimony has revisions that have been offered up of late? 

18 MR. KOETTING: That is correct -- the one we just 

19 referred to was the revision of October 8, 19517, which, as 

20 the witness indicated, is included in the two copies that I 

21 am prepared to hand to the Reporter. 

22 CHAIRMAN GLEIMAN: Are there any objections? 

23 [No response.] 

24 CHAIRMAN GLEIMAN: Hearing none, Mr. Wade's 

25 testimony and exhibits are entered into evidence, and I 
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1 direct that they be accepted into evidence. As is our 

2 practice, they will not be transcribed into the record. 

3 [Direct Testimony and Exhibits of 

4 Steven Howard Wade, E:xhibit No. 

5 USPS-T-20 was marked for 

6 identification and received into 

7 evidence.1 

8 CHAIRMAN GLEIMAN: Mr. Koetting, a q:uestion for 

9 you. the changes that were made are supposedly detailed in 

10 two library references, Reference 261 and 292. 

11 Are you planning to enter those into evidence 

12 today? 

13 MR. KOETTING: Mr. Chairman, as they were provided 

14 in response to interrogatory responses which have been 

15 submitted into the record, I believe they already are, by 

16 incorporation. 

17 CHAIRMAN GLEIMAN: Okay. Do you want to proceed 

18 then? 

19 BY MR. KOETTING: 

20 Q Dr. Wade, I am handing you two copies of the 

21 Designated Cross Examination. Now did you have an 

22 opportunity to.go through this material this morning? 

23 A Yes, I did. 

24 Q Are those answers that were prepared by you or 

25 under your supervision? 
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A Yes, they were.. 

Q If you were to be asked those questi.ons today, 

would your answers be the same? 

A Yes. 

MR. KOETTING: Mr. Chairman, the Postal Service 

will hand two copies to the Reporter and presumably they 

will be moved into evidence by the parties that designated 

them. 

CHAIRMAN GLEIMAN: Two copies of the corrected 

designated written cross examination of the wi.tness will be 

given to the Reporter. 

I direct that they be accepted into evidence and 

transcribed into the record at this point. 

[Designation of Written 

Cross-Examination of Steven Howard 

Wade was received into evidence and 

transcribed into the record.1 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 1997 Docket No. R97-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WlTNESS STEVEN H. WADE 
(USPS-T-20) 

The parties listed below have designated answers to interrogatories directed to witness Wade as 
written cross-examination. 

Answer To Interrogatories 

Direct Marketing Association, Inc. DMA\USPS: Interrogatory T20-2. 
UPS\USPS Interrogatory T20-2. 

Magazine Publishers of America 

Newspaper Association of America 

MPA\USPS: 

NAA\USPS: 
OCA\USPS: 

Interrogatories T20-13-I 5. 

Interrogatories T20- 1-4. 
Interrogatories T20-1-2. 

Office of the Consumer Advocate OCA\USPS: 
DMA\USPS: 
MPA\USPS: 

NAA\USPS: 
UPS\USPS: 

United Parcel Service UPS\USPS: 
MPA\USPS: 
NAA\USPS: 
OCAKJSPS: 

Interrogatories T20-1-3. 
Interrogatories T20-1-2. 
Interrogatories T20-I-12, T13- 

1 .d redirected from witness 
Bradley. 

Interrogatories T20-1-4. 
Interrogatories T20-1-3. 

Interrogatory T20-1. 
Interrogatories T20-2 and 6. 
Interrogatories T20-2-4. 
Interrogatories T20-I-3. 

Respectfully submitted, ,- 

Mhrgaret P. Crenshaw 
Secretary 
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D~I.UUSPSTZO-I. Please refer to LR-H-150, Spreadsheet DATA-SLJh$.XLS, 
Worksheet Survey Data, Column ED. 

a. Please explain how you know definitively that the capacity ofan “Other” 
truck is the same as a “2T” truck? Please explain fully. 

b. Please confirm that the capacity of a “7/Y truck is the same as the capacity 
of a “9T” truck. 

C. Please confirm that 719 is an abbreviation for a 719 Ton truck. 

Response: 

a. 1 find the truck capacities conveniently listed at the head ofcolumn El in data-sumxls. I do 

not definitively know that the capacity of an “other” truck is the same as a 2-ton vehicle 

However, the common truck capacities were either listed on the form or the survey 

respondent could write in the capacity -- on the form it is written as “other (list)” 

b. Confirmed. 

c. Confinned. 
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DM.Ul3PST2~2. Please refer to LR-H-150, Spreadsheet DATA-SlJM.XLS, 
Worksheet Survey Data, Column FV. 

a. Please confirm that the value of COMPLOAD for facilities that were used 
in your regression varies from 13.2 percent to 100 percent. 

b. Is it likely that the average capacity utilization for a truck type and tip type 
at a facility for a full year for a truck when it leaves its origin facility would 
be 13.2 percent? Please explain fully. 

C. Is it likely that the capacity utilization for a trip type and truck type at one 
facilie averaged over all stops for a full year would be 100 percent? Please 
explain fully. 

Response: 

a. Confirmed for the values of COMF’LOAD in column GA in spreadsheet data-sum.xls. A 

word of caution, this concept is just the simple average across all non-blank cells of numbers 

entered into the COMFLOAD column without consideration for the route frequency (days 

per year) or the mileage of the route. COMPLOAD is not directly used in the regressions, but 

the values for the individual routes are used to compute CN. The sum of CFM across all 

routes yields facility CFM which was used in the regression models. 

b. The 13.2% value referenced in the interrogatory is inapproptiately low. The facility 

associated with this value is Facility 47. This is because in computing the number reported 

in data-sumxls for Facility 47, several zero rows (see answer a above) were included which 

caused the simple average value to be lower than reflective of the 14 routes for this facility. 

Ten of the routes have a load factor value of 10% in the spreadsheet, fat-47.xIs. The 

remaining 4 route: have a reported load factor of 100%. Making a direct calculation for 

these I4 routes [excluding the zero rows) yields [lO*lO% + 4*100% ] /I4 or 35.7%. Since 
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no actual COMPLOAD values are as low as 13.2%, I would say such a value is somewhat 

unlikely. since the facilities included in the final sample do not have values that low. 

Upon double checking the 10% load factor entered for ‘J-ton trucks, I found an apparent 

transcription error in the reported load factor entered into the spreadsheet calculations. The 

survey form value for 7-ton trucks is actually 100% (see cell h46 of sheet !f47 of the 

spreadsheet fat-47.xls). Correcting the load factor value in the spreadsheet calculations 

makes a substantial change in the CFM for Facility 47 from 40,027 to 207,865. Correcting 

the CFM value and re-estimating the preferred model from LR-H-261 (the Restricted 

Translog model on page 13 of the library reference with a volume variability of 64.77%) 

makes what I still consider to be only a minor change in the estimated volume variability 

After correction, the estimate is 67.11%. Even with a substantial error in the calculation of 

CFM for this facility, the volume variability shows little change. Indeed, over several 

revjsions of data, the estimate for volume variability has been quite robust. The original 

estimate used in developing the base year variability was 65.45%. Appendix F summarized 

results after deleting 4 observations with data problems, and led to a variability of 66.92%. 

Library Reference H-261, described a recalculation of several of the data values for CFM, 

AVGMPH and AVGDIST and resulted in an estimate of 64.77%. The ran8e of volume 

variability is less than three percentage points. Extending the adjustment for BMC spotter 

usage (using the methodology as shown in Workpaper F, Exhibit 2 Revised), yields a volume 

variability for Cost Segment 8 of 61.35%. 
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c. I find it unlikely that the precise capacity utilization for a trip type and truck type, averaged 

over all stops for a full year, would be exactly 100%. However, it is conceivable that 

capacit) utilization could be high enough that a survey respondent would provide an estimate 

of 100% Average load factors could be 880/b, for example. In responding to the survey. a 

rounded value of 100% might be appropriately selected by the respondent:. 
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MPA/USPS-T20-I Please refer to Page 6 of your testimony, in which you describe a 
survey of plant and distribution facilities which provides the data for your ‘analysis of the 
volume variability for Vehicle Service Drivers, 
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a. 

b. 

C. 

d. 

e. 

f. 

h. 

i. 

i 

k. 

Please define “usable and consistent information” as used on Page 6, Line 7 of 
your testimony. Also, please describe the process used to determine: whether 
individual survey responses were “usable and consistent”. 

Does the Postal Service have workpapers showing how each facility which 
responded to the VSD Survey developed its load factor estimates? If yes, please 
provide them. 

Please describe the underlying data that are necessary for developing an accurate 
estimate of average load factor by truck type. Also, please describe how to 
calculate average load factor by truck type from these underlying data. 

How many of the facilities responding to the survey have information systems 
containing the underlying data necessary to calculate load factors fix each truck 
type? If this figure does not include all 89 facilities which responded with 
“‘usable and consistent information”, how did personnel at the other facilities 
develop responses to the survey? 

What was the Postal Service’s process for reviewing survey responses and 
ensuring data quality? 

Were personnel penalized in any way for providing incorrect data on the VSD 
survey form? Were personnel rewarded in any way for providing correct data on 
the VSD survey form? 

Did the Postal Service provide additional funding to facilities to cc,mplete the 
VSD survey form? 

How much time were facility personnel given to complete the VSD survey form? 

Did facilities that did not have the information necessary to complete the survey 
have the time and money to perform a study to estimate the average load factor? If 
yes, did any facilities perform a study to help them answer the survey? 

Did facility personnel know what the Postal Service was going to do with the 
responses to the survey? 

What was the original purpose of the VSD Survey? 
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Do you believe that facility personnel would have an incentive to over-report load 
factors on the survey? 

Do you believe that facility personnel would have an incentive to under-report 
load factors on the survey? 

Please provide a copy of the instructions sent to facilities on how to complete the 
survey. Also, please provide a summary of any verbal instructions provided to 
facility personnel. 

Please explain why about 40 percent of the respondents failed to provide “usable 
and consistent” information in response to this survey. 

Please provide a copy of each facility’s completed survey submission. 

RESPONSE: 

a. “Usable and consistent information” is how I characterized the arrival to the 
sample of 89 facilities. Facilities either didn’t respond, or the responses were not 
usable. Responses were usable if the facility returned the cover sheet with facility 
totals and included the PS Forms 4533, and if the Form 4533 had mileage and 
workhour data. Responses which were not complete were not used unless they 
were from one of the 10 largest facilities. The ten largest facilities were contacted 
directly to insure that their responses were as complete as their data would allow 
and consistent with our request. Using this approach the largest facilities made 
the initial sample of 89 facilities. 

b. In 1990, during a dry run of the data gathering procedures, facilities were asked to 
provide, if available, any daily logs (transportation efftciency reports TERs) that 
detail load factors for all trips or logs that list any extra (non-scheduled) service. 
We discovered that most of the sampled offrces did not make use of any form, 
including the TER consistently. Moreover, for those offices which submitted 
forms, we were not able to effectively use the data. Therefore, we opted to rely on 
the field experts who prepare the PS Form 4533’s to derive the load factor 
estimates. We asked them to use all available information to develop the 
estimates. Asking the sites to provide supporting documentation for this 
calculation would have been burdensome and based on our experience would not 
have enhanced the study. We did ask those sites who used TERs to provide them. 
Some facilities did include TERs and other logs detailing trips in their responses, 
but those data were not used. 
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To measure precisely average load factors by truck type and trip type 
combination, actual measurements of capacity utilization would need to be made 
for each stop, on each route, every day. To achieve precise accuracy for 
computing CFM, the individual load factors need to be appropriately weighted. 
Thus, the route length for each load factor estimate should be used as weights to 
weight-average the individual load factor observations. 

The survey form did not provide guidelines as to how to estimate load factors. To 
my knowledge, information allowing the direct calculation of load factors is not 
available. I view the responses as being estimates made by knowledgeable 
personnel. 

The data were entered in spreadsheets which checked for consistency of the 
answers (e.g., verifying that percentages that should add to 100% d,id indeed do 
so; the number of scheduled routes was consistent the number of drivers). In 
general whether the totals from the spreadsheet lead to the summary totals on the 
MVS Questionnaire. Moreover, the trip information entered on the Form 4533 
was evaluated to see if the ‘type of trip’ apportionment was in line with the 
descriptions of the activities on the forms. 

Rewards or penalties were not employed. 

No additional funding was provided to facilities to respond to the survey. 

It was up to the individual manager to determine how much time was needed. 
The survey requested a response within approximately 30 days. 

To the best of my knowledge no formal studies or data collection activities were 
undertaken. 

While facility personnel did not precisely know what would be done with the 
information, it was stated that the use was to “improve our method of attributing 
driver costs”. 

The original purpose was to provide information to calculate VSD variability. 

No. 1 know of no incentive to misreport the information. 

No. I know of no incentive to misreport the information. 

Attached is the memorandum and blank survey form provided to the facility 
managers requesting participation in the survey. 
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0. If the reference is to the 36 of the 89 facilities that I excluded for data reasons, 
Workpaper B, pages 3 and 4 detail this information. There were some illegible 
forms and missing information, data errors or potential issues were found in some 
spreadsheets which couldn’t be verified or corrected without reviewing the 
voluminous Form 4533 data. My involvement covered a fairly short period of 
time. With more time, I would have attempted to use as many of the 89 facilities 
as possible. 

P. The completed survey information is provided in the individual facility 
spreadsheets in a form which is the same format as the survey fotm. See for 
example the spreadsheet “Fat-OZ.xls”, sheet “F2” in LR-H-I 50 for the survey 
responses. 
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August 12. 1993 

MEMORANDUM FOR MANAGERS 
VEHICLE MAINTENANCE FAClLtTlES 

SUBJECT: Request tar VMF Driver IrdormatJon 

Revenue. Volume, and Cost Analysis at headquarters k performing a study for the Postal Rate 
Commission of Motor Vehicle Sewb.9 (MVS) Operaton. The purposa of the study k to 
improve our method of attributing driver costs to each ot the oxred &sses of matail., To 
petform this task, your assistance is needed. 

In order to minimbe burdens placed on your 0paWional untta, we have sirrptffied our west. 
The task5 should require no more than two hcun lo wn@etr. An aMysl knowiedgeable In 
MVS operatbns should answer the attached WestbMatre. Pierre sand the wn@etad 
questiinnaire. a copy of PS Form 4533 (Postal Se&@ Motor Vahlck scheble [MVSD for 
each route, and a wpy ot the June 5-l&1993 Transportatbn Efficiency Report Fo: 

Dennis P. Stevens 
Revenue, Vobma & Cost Analysis 
475 L’Enfald Plaza SW, RM 1520 
WashIngIon DC 202606322 

tf you use a ;om other then the TransportaWn, Enidrn~y Raport to tndc radb dkpatchbd trips. 
please send that form wtth a b&t desal@on d what Bs knn mordr uld h0w h Wonnation 
Is used. The questionnaire and forms Wu ba urslyzad rvvl tisa fmm othar f&s. Tha 
reportedre~~lkw~sdbotwillnott#urrdIDWPkufOor~~ 
employees or otficxs. 

&lease forward Be tolal pa&age (q.iestbnnolre and tom) by COB Saptemkr 7.1993. H yuu 
haw~uly~bnror~lnpnyots~KareOarQlg(hr~rwmpletiondltheendored 
malerlat, pbs~e ~nlsd DOMk SteWIs d (202) 2683766. 

Atlachment 

cc: Managen.‘Custornex Servicas Dicb‘ldr 
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MPARJSPS-T20-2. Please refer to USPS-T.20, Workpaper B, Page 1, Lines 5 and 6, 
where you state “Each sheet incorporates both the survey information and the data from 
Form 4533 for one of the 89 facilities in the survey” and Page 6, Lines 6-7 of your 
testimony. 

a. 

b. 

How many facilities, including BMCs, use vehicle service drivers? 

Do you believe that the 89 facilities that responded to tile survey form with usable 
and consistent information” comprise a representative sample of all facilities that 
use vehicle service drivers? Please explain your answer. 

C. Did you perform any statistical tests to assess whether the 89 faciliries comprise a 
representative sample of all VSD facilities? If yes, please identify each test, 
explain the specifications of each test fully, and provide the significance level of 
each test. 

d. Did the personnel who completed the Form 4533 forms know that the Postal 
Service planned to use this information for the purpose of estimating the volume 
variability of VSD costs? 

RESPONSE: 

a. There are 21 BMCs. In 1993, there were 149 facilities which had significant VSD 
workhours. There were another 213 that reported workhours greater than zero, but 
many of these had very small usage, indicating possible data entry errors or transfers 
See the response to UPS/USPS-T20-I for a listing. 

b. The 89 facilities account for over 75% of non-BMC VSD workhours -- and the 
included facilities encompass a wide range of facility sizes. Thus the rsample should 
be quite representative. 

c. No tests were performed. 

d. The Forms 4533 are filled out routinely as part of VSD procedures and were not done 
specifically for this study. Thus, personnel completing Form 4533 would have likely 
been unaware that any study using these forms was being or would be undertaken. 

_,.--. ..,, _,, _ ,._. ,-,,. 



RESPONSE OF USPS WITNESS WADE TO INTERROGATORIES OF 
MAGAZINE PUBLISHERS OF AMERICA 

3183 

MPAKJSPS-T20-3. Please refer to USPS-T-20, Workpaper B, Pages 1 ant12 and Page 6, 
Lines 6-7 of your testimony. 

a. 

b. 

C. 

d. 

e. 

f. 

Please confirm that you omitted 36 of the 89 facilities due to data issues. 

Do you believe that the 53 remaining facilities comprise a representative sample 
of the 89 VSD facilities “that responded to the survey form with usable and 
consistent information”? Please explain your reasoning in as much detail as 
possible. 

Did you perform any statistical tests to assess whether the 53 facilines comprise a 
representative sample of the 89 facilities that completed your survey? If so, which 
tests did you perform? Please explain the specifications of each test: fully. What 
was the significance level of each test? 

Suppose that the average load factor for a facility for dispatches to 
stations/branches was exactly 70 percent and that, on the survey, personnel 
responded that the average load factor for dispatches to stationsbrenches was 
exactly 70 percent. 

(i) Please confirm that this response by personnel was more a&rate than 
if personnel had followed instructions and stated that their average 
load factor was 75 percent. 

(ii) Please also confirm that you would have omitted this response by 
personnel before performing your regressions. 

In light of your answer to (d), do you believe that average load factors other then 
‘IO%, 25%, 50%, 75% or 100% (these were the only survey options)” are less 
accurate than load factors of O%, 25%, 50%, 75%, or lOO%? 

On page 1 of USPS-T-20, Workpaper B, you provide three reasons why you 
omitted facilities (1) percentages did not add to 100 percent for all relevant route 
characteristic; (2) CFM were not computed for “valid” routes; and ((3) load factors 
were not one of the survey options. 

Please provide the number of facilities omitted for each such reason. 
Please list any other reasons why you omitted facilities and provide the 
number of facilities omitted for each such reason. 

RESPONSE: 
a. I eliminated the 36 observations because of concerns about the data for those 

facilities. I attempted to use as many observations as possible. 
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b. The remaining 53 facilities account for approximately 43% of non-BMC VSD 
workhours -- and the included facilities still encompass a wide range o:f facility sizes 
lhus the sample should still be quite representative. 

c. No statistical tests were performed to assess whether the 53 facilities comprised a 
representative sample. 

d. (i) Confirmed. In fact, 17 of the 53 facilities responded with percentages different 
from 0%, 25%. 50%, 75%, or 100%. 

(ii) lhe observation would not have been deleted for this reason. As a case in point, 
Facility 30 (see Workpaper C, page 4) includes load factors of 90%, 8!i% and 20%, 
but was not deleted. 

e. Actual precise load factors would be more accurate. However, actually measuring 
them would raise issues of frequency of measurement, who measures, how does 
measurement affect service, how costly would measurement be, etc.... 

f. (i) For a listing of the reasons facilities were omitted, see Workpaper E!, Pages 3 and 
4. 

(ii) I had no other reasons for omitting facilities beyond those listed. 
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g. MPA/USPS-T20-4. Please refer to USPS-T-20, Workpaper C, Page 2 and USPS-T- 
20, Workpaper B, Page I. 

a. Please confirm that you calculated cubic foot miles using the equatian shown on 
Workpaper C, Page 2. Lines 16 and 17 and that this equation uses the load factors 
from the VSD Survey Form. 

b. Please confirm that cubic-foot miles for Facility 2 is 3,472,698. 

(i) How confident are you that this figure is exactly equal tcl the actual 
number of cubic foot miles for Facility 2. 

(ii) How confident are you that the true number of cubic foot miles for 
Facility 2 is within 25 percent of this figure? 

(iii) How confident are you that the true number of cubic fclot miles for 
Facility 2 is within 50 percent of this figure? 

(iv) Please list any statistical tests you performed to arrive at your 
answers. 

RESPONSE: 
a. Confirmed. Load factor is indeed a part of the computation and was supplied by the 

survey. 

b. Confirmed, cubic-foot miles (CFM) for Facility 2 is 3,472,698. 

(i) Since the survey did not ask for precise load factor estimates, it is not very likely 
that CFM are precisely this value. 

(ii) I am fairly confident that the estimate would be within 25%. There are three 
issues regarding accuracy -- rounding, observation error and aggregation. 

Rounding: The maximum percentage error caused by asking for categories instead of 
precise values and assuming that load factors were precisely known and properly 
rounded would be only 12.5%. In most cases, the actual error should be less than this 
amount. One exception is that if a load factor rounded to zero, then CFM estimate 
would end up being zero. In such a case, the percentage error for that route would be 
-100%. 1 found only two occurrences of a load factor rounded to zero in the data used 
in the mode! for the base year variability estimate. 
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Observation Error: It is likely that the survey respondent based the load factor 
estimates on judgement from past experiences and approximations. These measures 
are recognized as somewhat inexact and thus will incorporate potential errors. 

Aggregation: Another source of potential error occurs when several trucks of the 
same type are used for the same trip type. If both load factors and route lengths are 
different across the individual trucks, then applying an average load factor to the 
individual runs will cause potential errors in the computation of CFM. 

(iii) I am quite confident that the estimate would be within 50%. 

(iv) I performed no statistical tests in arriving at the answers to (i)-(iii) above. 
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MPALJSPS-T20-5. Please refer to USPS-T-20, Workpaper A, Page I and Page I9 of 
your testimony, Lines 20-23. 

a. Please contiurn that the survey form on Page I of Workpaper A is the one that was 
used to collect information on the load factor. 

b. The following questions concern the reporting of average load factors 

(i) 

(ii) 

(iii) 

(iv) 

w 

(4 

(vii) 

(viii) 

(ix) 

If facility personnel knew that the average load factor for 
Trips to AO’s, AMTRAK, AMFs, Other Offkes was 62 percent, 
what should they have reported as the load factor on the survey? 

If facility personnel knew that the average load factor ,for 
Trips to AO’s, AMTRAK, AMFs, Other Offtces was 12 percent, 
what should they have reported as the load factor on the survey? 

If facility personnel knew that the average load factor for 
Trips to AO’s, AMTRAK, Ms., Other Offices was 5 percent, 
what should they have reported as the load factor on the survey? 

If facility personnel knew that the average load factor for 
Trips to AO’s, AMTRAK, AMFs, Other Offtces was 13 percent, 
what should they have reported as the load factor on. the survey? 

If facility personnel knew that the average load factor for 
Trips to AO’s, AMTRAK, Ah4Fs, Other Offices was 37 percent, 
what should they have reported as the load factor OCI the survey? 

If facility personnel knew that the average load factor for 
Trips to AO’s, AMTRAK, AMFs, Other Offices was 38 percent, 
what should they have reported as the load factor on the survey? 

If facility personnel knew that the average load factor for 
Trips to AO’s, AMTRAK, ,&IFS, Other Offices was 63 percent, 
what should they have reported as the load factor on the survey? 

If facility personnel knew that the average load factor for 
Trips to AO’s, AMTRAK, Ah@s, Other Offkes was 87 percent, 
what should they have reported as the load factor on the survey? 

If facility personnel knew that the average load factmor for 
Trips to AOk, AMTRAK, AhIFs, Other Offkes was 88 percent, 
what should they have reported as the load factor on the survey? 
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c. Assume that a facility reported an average load factor for a truck type of 50 
percent. In your answers to the following questions, please be as qtrantitative as 
possible. Please describe fully any statistical tests you performed to arrive at your 
answers. 

(i) How certain are you that the actual load factor was exactly 50 
percent? 

(ii) How certain are you that the actual load factor was somewhere 
between 40 percent and 60 percent? 

(iii) How certain are you that the actual load factor was somewhere 
between 25 percent and 75 percent? 

d. Model 5 estimates that the volume variability is 65.4% and the 95 percent 
confidence interval around this estimate is between 53.1% and 77.7% Please 
describe fully the method you used to determine the 9.5 percent confidence 
interval. 

e. Please confirm that your 95 percent confidence interval does not take into account 
the fact that your values for CFM are imprecise because they’re based upon 
imprecise estimates of load factors. Please also confirm that takirrg into account 
the imprecision in your CFM estimates would increase the size of your 95 percent 
confidence interval. 

RESPONSE: 

a. Confirmed. 

b. (9 50% 
(ii) 0% 
(iii) 0% 
(iv) 25% 

I::;) :;; 

(vii) 75% 
(viii) 75% 
(ix) 100% 

C. (i) Not very certain, it would be fairly unusual for a load factor to be precisely 
50.0%. 
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(ii) Fairly certain. The half-interval has a width of 10% which is just under the 
average rounding error of 12.5%. 

(iii) Quite confident. 

d. The 95 percent confidence interval was provided directly by the Excel regression 
software since I estimated the logarithmic model by first normalizkg (dividing by 
means) each variable. Thus, the variability at the mean is the coefficient of CFM. 
Its 95 percent confidence interval is computed directly from the standard error of 
the CFM coefficient. 

e. I can’t confirm this. From Dhrymes, Introductorv Econometrics, Springer-Verlag, 
1978, page 266: “No unambiguous statement may be made regarding the t-ratios 
of OLS estimated parameters in an EIV context relative to those that would 
prevail if error free observations were available.” Since the both th,e t-ratio and 
the confidence intervals are related to standard errors, the confidence interval 
could be either smaller or larger. 
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MPAEJSPS-T20-6. Please refer to LR-H-150,Workbook data-sum.xls, Worksheet 
Survey Data. Please provide a data dictionary for this worksheet or, altemat.ively, define 
the meaning of each column heading. 

RESPONSE: The following table lists the meanings for each column. 

. . _ ., . 



Column 
A 
8 
c 
cl 
E 
F 
G 
H 
I 
J 
K 
L 
M 
N 
0 
P 
Q 
R 
S 
T 
u 
V 
W 
X 
Y 
2 
AA 
AB 
AC 
AD 
AE 
AF 
AG 
AH 
Al 
A.J 
AK 

CAL 
AM 
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Concept Name 
Facility 
MIS-FT 
MVS-PTF 
MVS-TRA 
MVS-TEM 
TRAC-FT 
TRAC- PTF 
TRAC-TRA 
TRAC-TEM 
SPOT-FT 
SPOT-PTF 
SPOT-TRA 
PCEN-MVS 
PCEN-TRA 
PCEN-SPO 
TOTLDISP 
TOTLHAUL 
TOTLCOLL 
TOTLFIRM 
TOTLOTHR 
total check 
PCENDISP 
PCENHAUL 
PCENCOLL 
PCENFIRM 
PCENOTHR 
Unllsed 
5Al 
5Bl 
5Cl 
5A2 
5B2 
5C2 
5A3 
583 
5c3 
5A4 
584 
SC4 

Meanfng 
Numbering Scheme 
From survey. see Wotlwaper C. page 4 
From survey, see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey, sea Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey, see Workpaper C, page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
Fmm survey. sea Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey, sea Workpaper C. page 4 
From surrey. see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
Checksum for trip type percentages 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. sea Workpaper C. page 4 
From swvey. sea Workpaper C. page 4 
From svmy. see Workpaper C. page 4 
Ull”sed 
Fran survey. see Workpaper C. page 4 
Fmm survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From srmey. see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C, page 4 
From swvey. see Workpaper C. page 4 
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Comments 
1 lhrough 89 
Directly from survey form 
Directly from survey form 
Directly from survey fan 
Directly from survey form 
Directly from survey form 
Directly from surrey form 
Directly from survey fon 
Directly from survey form 
Directly from svrvey fan 
Directly from survey form 
Directly from survey form 
Directly from survey form 
Directly from survey fan 
Directly from survey form 
Directly from survey form 
Directly from svrvey form 
Directly from survey form 
Directly from survey form 
Directly from survey form 
Should be 100% 
Directly from survey form 
Directly from svwey form 
Directly from survey form 
Directly from survey form 
Direcfly from survey form 
Unused 
Directly from wrvey form 
Directly from svrvey form 
Directly from survey form 
Directly from survey form 
Directly from survey form 
Directly from survey iorm 
Directly from survey form 
Directly from survey form 
Directly from survey form 
Directly from svrvey form 
Directly from s”wey form 
Directly from survey form 



AN 
A0 
AP 
AQ 
AR 
AS 
AT 
AU 
AV 
AW 
Ax 
AY 
Ai! 
BA 
BB 
BC 
LID. 
BE 
BF 
BG 
BH 
81 
BJ 
BK 
BL 
BM 
BN 
BO 
BP 
BCI 
BR 
BS 
BT 
q U 
BV 
BW 
BX 
BY 
BZ 
CA 
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5A5 
585 
5c5 
Unused 
7Al 
781 
7Cf 
7A2 
782 
7C2 
7A3 
783 
7c3 
7A4 
784 
7c4 
7A5 
785 
7c5 
Unused 
9Al 
9Bl 
9Cl 
9A2 
962 
9c2 
9A3 
983 
9C3 
9A4 
984 
9C4 
9A5 
_-_ 
Ylm 
9c5 
Unused 
79Al 
7981 
79Cl 
79A2 

From survey, see Workpaper C. page 4 
From suwey. see Workpaper C, page 4 
From swvay. see Workpaper C. page 4 
UlMJSed 
From survey, sea Workpaper C. page 4 
From swvay. sea Workpaper C. page 4 
From survey, see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see V$orkpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. sea Workpaper C. page 4 
From swvay. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Wnkpaper C. page 4 
From survey. saa Workpapar C. page 4 
From survey. sea Wodcpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
Unused 
From survey. see Workpaper C. page 4 
From survey. sea Workpaper C. page 4 
From survey. see Workpaper C, page 4 
From swvey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
From surrey. see Workpaper C. page 4 
From sunray. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey, see Workpaper C, page 4 
Fioii sir<ai’. see workpape: c. pap 4 
From survey, see Workpaper C. page 4 
Unused 
From survey. sea Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From suwey. see Workpaper C, page 4 
From survey. see Workpaper C. page 4 

Directly from survey form 
Directly from survey form 
Directly from survey form 
Unused 
Directly from survey fan 
Directly from survey form 
Directly from survey form 
Dire&y from survey fan 
Directly from survey form 
Direcfly ham survey form 
Directly from survey fom, 
Diily from survey form 
Directly from survey fan 
Directly from survey form 
Dirt&y from survey fan 
Direclly from survey form 
Directly from swey form 
Directly from suvey form 
Directly from survey form 
Unused 
Dlreclly from survey form 
Diredly from survey form 
Directly from survey form 
Directly from survey form 
Direcfly from survey form 
Directly from survey form 
Directly from survey form 
Directly from swvey form 
Diredly from survey fan 
Directly from survey fan 
Directly from survey form 
Directly fmm survey form 
Directly from survey form 
Dirdy from survey fan 
Diredly from survey form 
Unused 
Directly from survey form 
Diracfly from survey form 
Directly from survey form 
Diraclly from survey form 



CB 
cc 

EE 
CF 
CG 
CH 
Cl 
CJ 
CK 
CL 
CM 
CN 
co 
CP 
CQ 
CR 
cs 
CT 
cu 
cv 
cw 
cx 
CY 
CZ 
DA 
DB 
DC 
DD 
DE 
DF 
DG 
DH 
Dl 
DJ 
DK 
DL 
DM 
DN 
Do 

. 
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7982 
79C2 
79A3 
7983 
79C3 
79A4 
7984 
79C4 
79A5 
79B5 
79c5 
hISed 
nA1 
nB1 
nc1 
nA2 
TTBZ 
ncz 
nA3 
nB3 
nc3 
nA4 
nB4 
nc4 
nA5 
nB5 
nc5 
Ullused 
OAl 
OBl 
OCl 
Oh? 
082 
ocz 
OA3 
003 
oc3 
OA4 
084 
oc4 

From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey, see Workpaper C, page 4 
From survey, see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
UflUsed 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Wohpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. sea Workpaper C. page 4 
From suwey. see Workpaper C. page 4 
From suwey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
Fmm survey, see Workpaper C. page 4 
From swey. see Workpaper C. page 4 
From survey. sea Workpaper C. page 4 
LhlU.¶ed 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C, page 4 
From survey, see Workpaper C. page 4 
Fmm survey. see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
From survey. sea Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
From survey. see Workpaper C. page 4 
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Diredty fmm survey form 
Diredly from survey form 
Directly from survey form 
Diredly from survey fom, 
Directly from survey fan 
Diredly from survey fan 
Directly from survey form 
Diredly from survey form 
Diredfy from survey form 
Diredly horn survey form 
Directly from survey form 
Unused 
Diredly from survey form 
Directly from survey form 
Diiedly from survey form 
Diredly from survey fan 
Dirediy from survey form 
Directly from survey fan 
Dkedly from survey form 
Oiredly from survey foorm 
Directly from survey form 
Directly from survey form 
Diredly from survey form 
Diredly from survey form 
Diredly from survey form 
Directly from survey form 
Directly from survey fan 
UllUsed 
Diredly frmn survey form 
Directly from survey form 
Directly from survey form 
Directly from survey form 
Diredly from survey form 
Oii&tj fiO% S?4Sj fOXI 
Diredly from survey form 
Directly from survey form 
Directly from survey form 
Diredly from survey form 
Directly from survey form 
Diredly from survey form 



DP 
DD 
DR 

I DS 
DT 
DU 
DV 
DW 
DX 
DY 
DZ 
EA 
EB 
EC 
ED 
EE 
EF 
EG 
EH 
El 
EJ 
EK 
EL 
EM 
EN 
EO 
EP 
EQ 
ER 
ES 
ET 
EU 
EV 
Ew 
EX 
EY 
EZ 
FA 
FB 
FC 
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OA5 
085 
oc5 
tolal check Al 
total check A2 
tolal check A3 
Iota1 check A4 
total check A5 
total check 58 
lolal check 78 
total check 9B 
total check 798 
total check TfB 
total check DB 
SSCHEDU 

DAILYMI 
SFREQ 
PAIDTIME 
MPDTfME 
Truck Capactty 
ANNUAL&t 
TRtPS 
SPOTTER 
SPOTTER 
ST-TRACT 
ENDTRACT 
Unused 
ST_STON 
ENDSTON 
Unused 
ST-5TON 
END5TON 
Unused 
Unused 
ANNUALHR 
NIGHTDIF 
DAILYHR 
SATHOURS 
SUNHOURS 
HOLIHRS 

From survey, see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
From survey, see Workpaper C. page 4 
Checksums for trip type by truck type for Dispatches to S&B 
Checksums for trtfr type by truck type for Trips to AOs. 
Checksums for hip type by buck type for Collections al S&B, Boxes 
Checksums for trip type by lruck type for Fin-n Colledions 
Checksurns for lrtp type by kuck type for Other trips 
Chxksums for trudr type by Irip type percentages for 5 ton 
Checksunn for truck type by trip type percentages for 7 ton 
Checksums for Ituck type by trip type percentages for 9 Ion 
Checksums for truck type by trip type percentages for 7l9 ton 
Checksums for truck type by trip type percentages for lrador trailer 
Checksums for truck type by trip type percentages for other trucks 
Schedule Number 

Start Times for 719 Ion truck adtvities for each route 
Start Times for 7/9 Ion truck activities for each route 
Unused 

From Form 4533, see Workpaper C. page 5 
From Form 4533. see Workpaper C, page 5 
Time for single-vehicle schedules from Fon 4533, see Workpaper C. page 5 
Ttnm for multiple-vehii route, apportioned by vehicle type/capacity 
From Form 4533. see Workpaper C. page 5 
From Form 4533, see Workpaper C. page 5 
Nwnber of Wtps from origin and back 
Slarl Times for spotter acttvtkiis for each route 
Start Tits for spotter adivtties for each route 
Slarl Tit for tractor trailer activittts for each mute 
Stat-l Ttrnes for tractor trailer adivilies for each route 
Unmed 

Start Times for 5 Ion buck activities for each route 
Start Times for 5 ton truck activities for each route 
Unused 
unused 
Nol used in VSD model. or downshem calculations, often not entered 
Not used in VSD model. or downstrem calculations. often not entered 
Not used in VSD model. or dovmslrem catculatiins. often nol entered 
Not used in VSD model. or downs&em calculations. often nof entered 
Nol used in VSD model. or downstrem calculations, often not entered 
Not used in VSD model. or downslrem calculalions. often not entered 

Diredly from survey form 
Diredly from survey form 
Directly from survey form 
Should be 100% summed across tnxk types 
Should be lCQ% summed across truck types 
Should be 100% summed across truck types 
Should be 100% summed across truck types 
Should be 100% summed across truck types 
Should be 199% summed across trip types. 
Should ba 100% summed across trip types. 
Should be loo”/ summed across trip types. 
Should be 100% summed across trip types. 
Should be 109% summed across trip types. 
Should be lOCt% summed across kip types. 
Directly from Form 4533 
Directty from Form 4533 
Diredly from Form 4533 
Directly from Fm 4533 
Directly front Fon 4533 
Directly from Form 4533 
Diredty from Form 4533 
Derived from Form 4533 by route and sumnk?d 
Compuled from Form 4533, nwtttple vehtte routes onty 
Compufed tmm Form 4533, multtte vehicle routes only 
Computed front Form 4533. mutbple vehiie routes only 
Computed front Form 4533. muttiple vehicle mutes only 
U”USed 
Computed from Fon 4533, multiple vehicte routes only 
Comuted front Form 4533. muttiple vehicle routes only 
Unused 
Computed from Form 4533, nwlttple vehtde mutes only 
Conmuted front Form 4533. multiple vehicle routes only 
Unused 
‘U!?sed 

. 

Not used in VSD model 
Not used in VSD model 
Not used in VSD model 
Not used in VSD model 
Not used in VSD model 
Not used in VSD model 



FD 
FE 
FF 
FG 
FH 
FI 
FJ 
FK 
FL 
FM 
FN 
FO 
FP 
FCl 
FR 

E. 
FU 
Fv 
Fw 
FX 
FY 
FZ 
GA 
GB 
GC 
GD 
GE 
GF 
GG 
GH 
GI 
GJ 
GK 
GL 
GM 
GN 
GO 
GP 
GQ 
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Unused 
CLOCK-IN 
ON CALL 
SPOl-fER 
MANEUM 
LOAD 
TRAINING 
WASHUP 
NON-MVS 
Unused 
Unused 
Unused 
MILESTT 
MILESST 
MILES5T 
TOTMILES 
AlTRHOUR 
ADJHOVR 
AVERCAPT 
AVERCAPS 
AVERCAP 
AVERCAPS 
AVERCAPZ 
COMPLOAD 
unused 
DISPTRIP 
HAULTRIP 
COLLTRIP 
FIRMTRIP 
OTHRTRIP 
TOTAL TRIPS 
NONSCHED 
CFM 
LOADDECI 
CALLDECI 
SPOTDECI 
NEUVDECI 
CLOCDECI 
TRAIDECI 
WASHDECI 

Unused 
Derived from Form 4533 arrive and leave limes in minutes 
Derived from Form 4533 arrive and leave times in minutes 
Derived from Form 4533 arrive and leave limes in minutes 
Derived from Form 4533 arrive and leave limes in minutes 
Derived from Form 4533 arrive and leave limes in minutes 
Derived from Fom~ 4533 arrtve and leave times in minutes 
Derived from Form 4533 arrive and leave limes in minutes 
f)erived from Form 4533 arrive and leave times in minutes 
Unused 
unused 
Unused 
Apporlioned daily miles for multi-vehichle routes. 
Apportioned daily miles for multiivehichle routes. 
Apportioned daily miles for multi-vehichk routes. 
Apporlii daily miles for multi-vehichle routes. 
Scheduled hours 
schadukd hours adjjsted for u”scheduled trips 
Average capadty factor for each route using lmdor trailer 
Average cap&y fador for each route using 9 Ion trucks 
Average capadty factor for each route using 7 ton trucks 
Average capacity factor for each route using 5 Ion trucks 
Average capacity factor for each route using 2 ton bucks 
Holdtng cell for average capacity factor for each route regardless of truck type 
unused 
Total dally dispatches to Slalions and Branches 
Total daily trips to Associate Oftices 
Total daily co&&ton runs Fran stations and branches 
Tot4 daily colfection runs for pickups from maiterstfirms 
Other daily trips 
Total daily trips indudtng “on-scheduled 
Total annual trips including non-scheduled 
Cubic Foot Miles, see Workpaper C. page 2 
aaMy times In how3 tnsfead oi tiutes - see cdumns FE through Fti above 
D&y ttrnes In houa fnslead of minutes - see columns FE through FL above 
Daily Gmes In hours instead of minutes -see columns FE through FL above 
fIa#y times h hours instead of minutes - see cofumns FE lhrough FL above 
Dafly times in hours hrslead of mirwtes - see columns FE through FL above 
Datfy limes in hours instead of mtrmtes - see columns FE through FL above 
Daily tiis in hours instead of minutes - see columns FE through FL above 

Unused 
Computed from Fon 4533 
Computed from Fon 4533 
Computed from Fon 4533 
Computed from Form 4533 
Computed from Fon 4533 
Computed from Form 4533 
Computed from Form 4533 
Computed from Fwm 4533 
Unused 
Unused 
Unused 
Computation 
Computation 
Computation 
Computation 
Computation 
Co”Qutatb” 
Sum of LF(tt)%pct@) see Workpaper C. page 2. line 17 
Sum of LF(il)‘TKpd(it) sea Workpaper C. page 2. line 17 
Sum of LF(d)‘TKpct(ii) see Workpaper C. page 2. line 17 
Sum of LF(i)‘TKpct(il) see Workpaper C. page 2. tine 17 
Sum of LF(I)‘TKpct(ii) see Workpaper C. page 2, line 17 
Sum of LF(it)‘TKpct(tt) see Workpaper C. page 2. line 17 
Unused 
Computation 
Computalio” 
Computation 
Computation 
Computation 
Computation 
Computed in fndtvidual facfltt sheets and summed 
Compuied in hdiiual facility sheets and summed 
Derived irOni FOiiii 4533 
Derived from Form 4533 
Derived from Fon 4533 
Derived from Form 4533 
Derived fmm Form 4533 
Derived from Form 4533 
Derived from Form 4533 



GR 
GS 
GT 
GU 
GV 
GW 
GX 
GY 
GZ 
HA 
HB 
HC 
HO 
HE 
HF 
HG 
HI-I 
HI 
lu 
HK 
ML 
HM 
HN 
HO 
HP 
HO 
HR 
HS 
HT 
HU 
I-IV 
Hw 
HX 
HY 
HZ 
IA 
IB 
IC 
ID 
IE 

. . 

XSPONSE OF USPS WITNESS WADE TO INTERR ORIES OF MAGAZINE PUBLISHERS OF AMERI’ 

NMVSDECI 
Unused 
TLOAD 
TON CALL 
TSPOTTER 
TMANEUM 
TCLOCKIN 
TTRAININ 
TWASHUP 
TNON-FdVS 
TNONDRIV 
TDRIVE 
VEHfRUNS 
EXTRARUN 
SCHEDNUM 
ANNUTRIP 
SEGPDTIM 
TOTHGUR 
SPOTPAID 
COMPANMI 
COMPANHR 
NONDRIVE 
DRIVE 
AVGMPH 
AVGDIST 
No Heading 
No Heading 
No Heading 
No Heading 
No Heading 
No Heading 
No Heading 
No Heading 
NO Reading 
No Heading 
No Heading 
No Hwdii 
No tleadll 
No Heading 
No Heading 

Daily tkras in huura instead of mfnules - see columns FE through FL above 
U”uSed 
Annual times in hwrs - columns GK through GR above, tiis route frequency 
Annual lima in hours - mlumns GK through GR above, times route frequency 
Annual tiis h hours - columns GK through GR above. limes mule frequency 
Annual times in hours - wlumns GK through GR above. times route frequency 
Annual lfmes in hums - cohmms GK through GR above, limes route Frequency 
Annual times in hours - columns GK through GR above, times mule frequency 
Annual Hn’res in hours - cdunms GK lhmugh GR above. tiis route frequency 
Annual gmes in hours - cdu~s GK lhrough GR above. limes roule frequency 
Annual times in hours - cdunms GK through GR above, times route frequency 
Annual drivii limes in hours from schedules 
TOM runs, induding multi-vehicles 
Runs for muHi-vehkle roules 
Number of mules sdwduled FF’olal runs minus muk-vehicle runs). 
Armual Irips computed from Form 4533 
Dally paid time fur mull6vehide routes. apportioned lo truck type 
Annual pafd lfma For m&f-which? routes, apporlioned to truck type 
Spoiler ill For mulll vehkls mutes 
Annual miles for each route 
Total annual hours 
Sum of non-drfve time actffkes for each route. 
Total iii minus “on-drive lime for each route 
See Workpaper C. page 3 
See W&paper C. page 3 
lnlermedfte slep for cakufaling average capacity 
InFermediate step For calculating average capacily 
Inlecmediale step For calculating average capacity 
Inlemrediale step For cakulaIing average capacily 
Inlermediale step for calculating average capacity 
Intermtdiele step For c&creating average capacity 
Inlermediale step for calculating average capacity 
Intermediate step For calculating average capacity 
inie~diaie jiep f~; ~l~lz;:ing average ^Ipaci~j 

Intermediate step for cakulaling average capacity 
Inlemmdiile slep For calculating average capacity 
InternmdFate step For cakulakii average capacity 
Intermediate step For cakulating average capacfly 
lnlermediale step For cakulaling average capacity 
lnlemmdiale slep For cakulaling average capacity 

Derived from Fcrm 4533 
unused 
Derived from Form 4533 
Derived from Form 4533 
Derived from Fwm 4533 
Derived from Form 4533 
Derived From Form 4533 
Derived from Fwm 4533 
Derived from Form 4533 
Derived horn Form 4533 
Derived from Fan 4533 
Derived From Fon 4533 
Derived fmm Fwm 4533 
Derived from Fomr 4533 
Derived from Form 4533 
Derived Fmm Form 4533 
Derived From Fwm 4533 
LkrFved From Form 4533 
Derived from Fwm 4533 
Derived from Form 4533 
Derived from Form 4533 
Derived from Form 4533 
Derived From Form 4533 
Cakulaliun dune at the facility level 
Calculation don al the Facifii level 
Cakulafion done al fhe facilify level 
Calculation done al Ihe Facility level 
Calculation done al the Facility level 
Calculation done al the FarMy level 
Calculation done al the Fadlily level 
Calculation done al the Facility level 
Cakulalion done at the Facility level 
Calculation done al the Facility level 
Calculation done at Ihe FacFliFy level 
Calculation done al the facflity level 
Calculation done al Ihe Facility level 
Calculation done at the Facffii level 
Calculation done al lhe Facility level 
Cakulatkn done at Ihe Facility level 
Calculation dune at the FacFliFy level 



IF 
IG 
IH 
II 
IJ 
IK 
IL 
IM 
IN 
IO 
IP 
IO 
IR 
IS 
IT 
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NO Heading 
No Heading 
No Heading 
No Heading 
No Heading 
No Heading 
No Heading 
No Heading 
NO Heading 
No Heading 
NO Heading 
No Heading 
No Heading 
No Heading 
AvgCw 

Intermediate step For calculating average capacity 
Intermediate step For calculating average capacity 
Intermediate step For calculating average capacity 
Intermediate step For calculating average capacily 
Intermediate step For calculating average capacity 
Intermediate step For calculating average capacity 
Intermediate step for calculating average capacity 
Intermediate slep for calculating average capacity 
lnlerrnediale step For calculating average capably 
lnlarmediate step For calculating average capacily 
Intermediate step For calculating average capacity 
Inlennediate step For calculating average capacity 
lrdemwdiale step For calculaling average capacity 
Intermedi* step Far cakubting average capacity 
Sum of columns HO lhrwgh IS. sea Workpaper C. page 3. 

Calculation done at the Facility level 
Calculation done al the Facilily level 
Calculation done al the Facility level 
Calculation done al the Facility level 
Calculation done at the Facility level 
Calculation done al the Facility level 
Calcufalii done al the Facility level 
Calculation done at the Facilii level 
Calculation done at Ihe Faciliw level 
Calculation done al the Facifii level 
Calculation done al the facilily level 
Calculation done at the Facility level 
Cahxlalion done al Ihe Facility level 
Calculation done at lhe Facilii level 
Calculation done at Iha Facilii level 
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MPAfUSPST2~7. Please refer to Attachment to Response, MPMJSPS-T20-l(n) where the 
MVS questionnaire guidance states “COL. C - Estimate the average (most frequent occurrence) 
truck load for all trip types; Choose between 0%. 2596. 50%. 75%, and 100% of capacity” and 
your response to MPANSPS-T20-l(d). 

a Please confirm that the survey provides no further guidance regarding how to calculate 
average load factor (“Column C”) by trip type and truck type. 

b. Please confirm that the United States Postal Service has not performed a study or an 
audit to ensure that all facilities used the same method to estimate a,verage load factor 
by truck type and trip type. 

a. The written materials certainly provided no further guidance. It is my understanding 

that in some cases phone contact occurred during follow-up, and it is possible that load 

factor estimation was discussed. 

b. Confirmed. 
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MPAnTSPST2&8. Please refer to USPS-T-20. Workpaper C, Page 5, Annual Totals Section 
a Please confirm that the amount in the Hours column of the Annual Totals Section 

should be equal to the amount in the Week Day Hours column plus the amount in the 
Saturday Hours column. 

b. Please confirm that, for the Form 4533 example shown on Page 5 oiworkpaper C, the 
amount in the Hours column is not equal to the amount in the Week: Day Hours 
column plus the amount in the Saturday Hours column. 

c. Please describe the United States Postal Service’s general process for checking the 
quality of data entered into Form 4533. 

d For the Vehicle Service Driver Study did you perform any additional quality checks on 
Form 4533 data to ensure there were no errors? If so, what were your rules for 
determining errors in Form 4533 data and how did you perform such checks? 

Response: 

a. Confirmed 

b. Confirmed. 

c. As far as I know, the USPS has no general process for checking the quality of data 

entered into Form 4533. To the best of my knowledge, these forms are used by local 

management for managing VSD operations. Therefore, in order for the information 

to be useful, there is a local incentive for accuracy. 

d. I did not perform any quality checks on the data entered on Form 4533. 
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MPA/USPS-TtG9. Please refer to USPS-T-20, Workpaper C, Page 5 and USPS-T-20, 
Workpaper A, Page 1. 

a. Can a single route include multiple trip types? 
b. Can a single route include multiple truck types? 

Response: 

a. Yes. 

b. Yes 



3201 

RESPONSE OF USPS \\TTNESS WADE TO LWTERROGATOR1’ OF THE 
MAGAZINE PUBLISHERS OF AMERICA 

MPANSPST20-10. Please refer to Exhibit 2, Derivation of Overall LDC 34 volume vuiabiliq, 
of your direct testimony where you derive a volume variability for LDC 34 of 59.86 percent and 
Appendix F, Exhibit 2 Revised or your direct testimony where you derive a volume variability 
for LDC 34 of 6 1. I8 percent. 
a. Please confirm that the volume vatiability for Vehicle Service Drivers developed in your 

direct testimony was 59.86 percent and that this volume variability was b;ssed on a volume 
variability estimate for plants of 45.45 percent. If not confirmed, please explain fully. 

b. Please confirm that the volume variability for vehicle Service Drivers developed in 
Appendix F of your testimony was 61.18 percent and that this volume variability was based 
on a volume variability estimate for plants of 66.92 percent. If not confinmed, please 
explain fully. 

c. Please derive the volume variability for LDC 34 based on a volume variability estimate for 
plants of 64.77 percent. Please revise Exhibit 2 to reflect this volume variability estimate. 

d Please confirm that the volume variability for LDC 34 based on a volume variability 
estimate for plants of64.77 percent is more accurate than the volume variability estimates in 
parts a. and b. If not confirmed, please explain. 

e. Please confirm that the volume variability for LDC 34 based on a volume variability 
estimate for plants of 64.77 percent should be used to estimate volume-vatiable costs for 
Cost Segment 8 Vehicle Service Drivers. If not confirmed, please explairl fully. 

Response: 

a. Confirmed. 

b. Confirmed. 

c. The revised volume variability is 59.21% 

Exhibit 2. Derivation of Overall LDC 34 Volume Variability 
Revised for LR-H-261 

LDC 34 Total BMCs Plants 
Accmed Costs Variability Accrued Costs Variability Acuued Costs Variability 

Total $410,263.643 $41.707.379 $366,576.264 64.77% 

Non-Spotter 53?3.646,727 65.02% $6,466.076 65.0% $367,160,649 65.02% 
91.07% 15.50% 99.62% 

Sponer 836,636,916 0.00% $35,241,301 0.0% $1,395.615 0.00% 
6.93% 64.50% 0.36% 

Weighted Average 59.21% 10.1% 6477% 

Sources: BMC and Spotter Shares, Workpaper E; Accrued Costs Library Reference H-9, revised plant 
variability estimate, Workpaper D. . 
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d. I would charactetize the estimate from part c. as the more reliable and preferred estimate, but 

not significantly different from the variability in the original testimony. As far as whether it 

is more accurate, since the ‘true” volume variability is unknown, I can not isay. Based on 

this model, the 95 percent confidence interval for volume variability is between 53.6 and 

76.0 percent. That means that if additional random samples were drawn from the same 

underlying population having the same structural relationships as this sample, then, on 

average, 95 percent of samples would produce estimates of volume variabi’lity between 53.6 

and 76.0 percent. 

e. In responding to DMA/lJSPS-T20-2-b, an apparent load factor transcription error was 

discovered in the data for Facility 47. Correcting the error and re-estimati,ng the model from 

LR-H-261 yields a plant variability for vehicle service drivers of 67.11%. The overall 

variability from this model is 6 I .35%. I view this as the prefemed estimate: of volume 

variability. 

. 
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MPAIUSPS-T20-I I. Please refer to LR-H-261, Page 2, Lines 14 through 16 where you state: 
“There were also some additional instances where I noticed that something in the data needed 
potential correcting (a missing trip indicator or mis-matched vehicle capacity). For seven 
facilities, I made adjustments to the data where needed.” 
a. For each facility where you made a correction please describe how you de:tetmined that 

there was a mistake. 
b. For each facility where you made a correction, please describe how you knew the correct 

answer. 

Response: 

Parts a and b are answered together by facility and correction made. 

Facility 5: The data for one route which was a tractor-trailer route was listed with a 

capacity of 0, but also reported a daily mileage of 25. If capacity is 0, CPM will compute as 

zero. I checked the Form 4533 for this route and determined that the route did service stops 

with a tractor trailer, so I added a capacity of 2300 representing a tractor trailer. 

Facility 32: CPM was not computed for what appeared to be a valid route. Upon 

checking further, I found that this was the only route for this facility with a vehicle capacity 

listed as 750 cubic feet (5-ton). The survey form did not indicate that any of the 1 I3 routes 

had a capacity equivalent to a 5-ton truck, and the spreadsheet calculations; for such a case 

will produce a zero CFM value. On the other hand, 40 of the routes reported vehicle 

capacities of 875 cubic feet (7-ton). I adjusted the capacity for the route in question to 875 

(the closest in capacity to a 5-ton truck reported on the survey form) so that CFJvl would be 

calculated. 
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Facility 38: CFM was not computed for what appeared to be a valid route. Upon 

checking further, I found that this route listed zero trips. Upon checking th,e Form 4533, I 

found that the route should have been reported as having a single trip instead of zero. 

Facility 54: CFM was not computed for what appeared to be several valid routes. Upon 

checking further, 1 found that there were I I routes listed with a vehicle capacity of 750 cubic 

feet (S-ton truck). The survey form did not indicate any of the routes with a vehicle capacity 

equivalent to a S-ton truck, and the spreadsheet calculations in such cases will produce a zero 

CFM values, On the other hand, the survey did report the use of 7-ton trucks. I therefore 

adjusted the capacity for these 1 I routes to 875 cubic feet (the closest in capacity to a S-ton 

truck reported on the survey form) so that CFM would be calculated. I also noticed that one 

additional route was listed as both a multi-vehicle route and a single-vehicle route. The 

other route data were consistent with a single-vehicle route so I removed the ambiguous 

multi-vehicle flag for the route. 

Facility 60: I noticed that total time block times in column FI of Facility 60’s spreadsheet 

exceeded the route time listed in the spreadsheet in column EG (from Fomn 4533) for two 

routes. Both of these routes are 4-hour routes, but the time blocks added to 4.8 hours. The 

corrections were made by reviewing the Form 4533 data for the two routes I also noticed 

that there were route data for two routes in rows 73 and 74 of the spreadsheet, but which did 

. 
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not have calculations carried completely through the spreadsheet. I merely copied the 

appropriate formula cells to these rows to make the corrections. 

Facility 61: As for two of the routes for Facility 60, I noticed that the t’otal time listed for 

one route was 8. I hours. I reviewed the Form 4533 and corrected the data in the time 

blocks. 

Facility 88: I noticed that CFM was not computed for a route with otherwise complete 

data. The vehicle capacity was entered as 1025 cubic feet, the capacity of a 7/9 or 9-ton 

truck. Since no trucks were listed on the survey form for this capacity, I adjusted the truck 

capacity to ‘I-ton (or 875 cubic feet), the closest reported truck capacity on the survey. I also 

noticed that another route was listed as both single-vehicle and multi-vehicle. As for Facility 

54 the other.route data were consistent with this as a single-vehicle route, r;o the multi- 

vehicle flag was removed. I also noticed that a route listed as a multi-vehicle route split 

between a 2-ton and a S-ton truck had spotter time listed instead of time in the 2-ton truck. I 

made this correction by moving the time block into the 2-ton area from the spotter area. 
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MPM~SPS-T2&12. Please refer to LR-H-261. Page 2 where it states; “The implicit 
assumption in the spreadsheets was that none of on-call time would be driving time.” 
a. Please list all “implicit assumptions” underlying the calculation of variables used in your 

regressions. 
b. Please confirm that “implicit assumptions” reduce the precision of your estimates of the 

variables used in yow regressions. 
C. Is it possible that the “implicit assumptions” used to calculate the variables used in your 

regressions bias any of the variables upward? Please explain fully. 
d. Is it possible that the “implicit assumptions” used to calculate the variabks used in your 

regressions bias any of the variables downward? Please explain fully. 

Response: 

a. The implicit assumptions that I can identify are: 

1. the respondent to the VSD survey form was knowledgeable enough to provide 

meaningful estimates for the facility, 

2. that respondents to the VSD survey had no biases in reporting estimates or had any 

incentive to provide other than their best estimates, 

3. that estimates of load factors by knowledgeable personnel (as opposed to direct 

measurements over the cowse of the year) would be sufficiently accurate, 

4. the average statistics for the facility reported on the survey form can be appropriately 

applied to individual route statistics from Form 4533, 

5. that when a driver’s route uses more than one vehicle, that times allotted to each 

vehicle can be used to apportion mileage, 

6. that routes of a, particular type not scheduled with Form 4533 have characteristics 

similar to those scheduled using the form, 

. 
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7. that the number of unique stops provides an adequate characterizat:ion of the network 

serviced by VSD, and 

8. that the average driving speed as measured from routes reporting individual stop time 

(loading time) and time between stops (driving time) on Form 4533 is a reasonably 

accwate measure for the routes where such data are not available (:i.e., where routes 

are not scheduled with form 4533, or for routes which have blocks of time listed as 

“on-call” or “report to supervisor” time, where they may cover varying points as 

requested by a dispatcher). 

b. Confirmed. In general, any assumptions made in developing the concepts used in the 

regression models will reduce the precision of the concepts relative to a more direct 

measurement of the concepts. 

c. While it is possible that the implicit assumptions could bias the calculation ofa particular 

variable, I can think of no specific implications of the implicit assumptions that would bias 

the estimates of individual concepts upward. 

d While it is possible that the implicit assumptions could bias the calculation of a particular 

variable, I can think of no specific implications of the implicit assumptions ‘that would bias 

the estimates of individual concepts downward. 

. 
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MpAI[JSPS-‘I%-13. Please refer to your response to MPAILTSPS-RI)-1Oe and LR-H- 
261, Spreadsheet Fak-03 b, Worksheet Fat-3 and assume three things for a pardcular 
row: 1) TOTLDISP (Column P) is quaI to 100,2) PCENDISP (Column V) is equal to 
50, and 3) TRIPS (Column ER) is quaI to 2. 
a Please confirm that the spreadsheet would calculate the value for Total Trips Daily 

(Co!wnn GH) for tit row as 3. 
b. Please confirm that the entry in Column P indicates that 100 percent of scheduled 

trips for Facility 3 are dispatches (sorted mail) to stations&ranches. ifnot confirmed, 
please explain fully. 

_ c. Please confirm that the entry in Column V indicates that SO percent. of dispatches 
(sorted mail) to stations/branches for Facility 3 are scheduled on th: PS Form 4533. 
ifnot confirmed, please explain fully. 

d. Please confirm that if 50 percent of trips are scheduled and 2 trips per day are 
scheduled, then there are actually four total trips per day. If not contirmed please 
explain fully. 

e. If subpart a and subpart d are confirmed, please confirm that ifthe value of Total 
Trips Daily (Column GH) is calculated incorrectly, then the value for CFM is also 
calculated incorrectly because inputs to the Cl% equation arc calculated based upon 
the Total Trips Daily variable (C&mm GH). Ifnot confirmed, pkase explain MIy. 

f. If subpart a and subpart d are confirmed, please list all variables Which are calculated 
using the Total Trips Daily variable. 

g. Would the “preferred estimate of volume variability” be based upon a regression 
after correcting your method for calculating Total Trips Daily? If rio, what is this 
preferred estimate of volume variability? . 
. . 

Response: 

a Confirmed. 

b. Confirmed. 

c. cubed. 

d. Confirmed. 
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e. Confirmed. However, the error in the calculation is actually what I would call an 

approximation error. For most facilities, the error from the approximation is quite 

small, since the approximate trips will be close to a precise calculation when the 

percentage of routes scheduled with the form is large (e.g., 90 percent or more of 

routes scheduled using form 4533, which applies to most facilities). The revised 

fotmula at line 14 of Workpaper C, page 2 is: 

=l+~Pi*PCtSCM. 
I 

f. The only variable used in the regressions affected by this approximation is CFM. 

g. Yes, the revised variability for plant and distribution facilities is now 66.1%. Before 

making the correction, the estimate for plant and distribution facilities was 67.1% (see 

response to DMAAJSPS-T20-2b). 
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MPAIUSPS-T20-14. Please refer to your response to MPAIUSPS-T20-IOe, 
DMA/lJSPS-X20-2b, LR-H-! 59, S,.--,-. nrp.Ach.w.t D~+zTs~z~ +& ~~.&:;5!, Spi-&hxt 

LR-H261. Please provide an updated Spreadsheet Data-sum and an updated 
Spreadsheet LR-H261 reflecting all data corrections made since they were filed, 
including any corrections necessitated by your response to MPMJSPS-T20-13. 

Response: 

The corrected information is provided in LR-H-292. This information includes an 

updated spreadsheet dab-sum (named datasum2.xls), an updated spreadsheet 

comparable to LR-H-261 which provides the regression data, regression results, and 

up&ted diskettes for the 49 facilities used in the analysis. The other facility 

spreadsheets which were not used in either LR-H-261 or LR-H-292 have not been 

updated and can be found in LR-H-150. A revised Exhibit 2 is provided on page 22 of 

the testimony. ’ 
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MPA/USPS-T20-15. Please refer to your response to MF’AUSPS-IX-8b where you 
confhm that there is an error in the Form 4533 you use as a sample on Workpaper C, 
Page 5 and your response to MPAIUSPS-T20-SC where you state, ‘As :far as I know, the 
USPS has no general process for checking the quality of data entered in Form 4533.” 

a Has the Postal Service performed any analysis or study of the quality of Form 4533 
data? If so, please summarize and provide a copy of all such analysezs and studies. 

b. Has the Inspection Service- or Inspector General performed any analysis or study of the 
quality of Form 4533 data? If so, please summarize and provide a copy of all such 
analyses and studies. 

a To the best of my knowledge, no. 

b. To the best of my knowledge, no. 
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REDIRECTED FROM WIThXSS BRADLEY 

MPA/USPS-T13-I 

d. Please confirm that in his study of the volume-variability of vehicle service 
driver costs, witness Wade’s analysis relies on the estimated actual volume of 
mail on a route (see his Workpaper C at page 2, lines 16-17). If you do not 
confirm, please explain. 

Response: 

Confirmed 

. 
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NAAIIJSPS-TZO-1. Please refer to pages 6 and 7 of your direct testimony. You describe the 
survey of Plant and Distribution facilities. 

a. Please discuss all factors that might lead respondents to the survey to 
underestimate average annual load factors. 

b. If, in your opinion, estimates of load factors are likely to be underestimated, 
please provide an estimate of the likely magnitude of this downward bias. 

C. Please discuss all factors that might lead respondents to the survey to 
overestimate average annual load factors. 

d. If, in your opinion, estimates of load factors are likely to be overestimated, 
please provide an estimate of the likely magnitude of this upward bias. 

Response: 

a. As I stated in response to MPAAJSPS-T-20-l (j), (k), (1) and (m), I know of no incentive for 

survey respondents to mis-report the survey information. The general purpose of the survey 

was stated in the cover letter as being “to improve our method of attributing driver costs.” 

Concerning causes or sources of potential errors in estimating load factors, I am not aware of 

any parucular reason why there might be a systematic underestimation. 

b. In my opinion, load factor estimates are not likely to be systematically underestimated. 

c. As I stated in response to MPAKJSPS-T-20-l (i), (k), (1) and (m), I know of no incentive for 

survey respondents to mis-report the survey information. The general purpose of the survey 

was stated in the cover letter as being “to improve our method of attributing driver costs.” I 

am not aware of any factor or incentive that would cause survey respondents to mis-report the 

information. Concerning causes or sources of potential errors in estimating load factors, I am 

not aware of any particular reason why there might be an upward bias in developing the 

estimates. However, in rounding the data to the percentages reported on the forms, there is 

the possibility of some upward bias to the load factors. If load factors are uniformly 
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KAAILTSPS-T20-2. Please discuss why your preferred estimate of volume variability for VSD 
hours is higher than those proposed in previous rate hearings, including R77-1, RRO-1, R84-1, 
R87-1. R90-1 and R94-1. 

Response: 

In R77-1, the 7% variability estimate was developed assuming that only vehicle load time was 
1 
volume variable, and was based on an analysis of a single facility. In RSO-1, R84-1 and R87-1 a 

similar assumption was made, however the scope of the analysis was expanded. The variability 

estimate for all three of these cases was 16%. In R90- 1, the USPS proposed an interim 

variability estimate of 47.3% was based on similarity of VSD operations to intra-SCF highway 

contract routes. In R94-1, the proposed variability was 31.65%. This latter estimate was the 

PRC’s recommended adjusted variability from R90-1. It is the simple average of 47.3% and 

16%. 

My methodology of statistically analyzing factors that potentially affect workhour usage across 

facilities removes the previous assumption (R77-1, RBO-1, R84-1 and R87-1) that. only load time 

can be affected by volume. Variability in these cases was at most 16% and considerably lower 

than my estimates in this case. From page 9, lines 4-8, of my testimony, “CFM potentially 

affects loading time in a direct fashion at the route level. Furthermore, at the facility level, 

changes in CFM may cause adjustments in either the number of trips or the number of VSD 

routes. In such cases, other components of VSD hours, not viewed as volume variable at the 

route-level, will be affected.” It is my view that removing the assumption that only load time can 
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be affected by vol~ume .is tie ,primary .reason .fer the current higher~estimates than in these 4 

omnibus cases. 

The point estimate of overall volume variability for Cost Segment 8 provided for the base year is 

59.86%. Subsequent data corrections, have not materially altered this result in my opinion. 

Based on the econometric model which supports the overall CS 8 estimate, the point estimate for 

plant and distribution facilities with VSD operations is 65.5%, with a 95percent confidence 

interval of between 53.1% and 77.7%. At the lower end of the 95% confidence interval (and 

after making an adjustment for BMC spotter workhours using the methodology of Exhibit 2 

Revised from Workpaper F) the overall variability estimate is approximately 49%, not materially 

higher that what was proposed in R90-1. However, since the source of the R90-1 estimate was 

not directly taken from VSD operations, the fact that the current 95% confidence interval is 

different from the earlier estimate is not surprising. Similar observations apply to the R94-1 

estimate. 
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NAA-USPS-TZO-3. In your opinion. does your method for estimating volume variability of VSD 
hours improve on the methods employed in previous rate hearings? Please explain your 
response. 

Response: 

I believe that my method improves on the previous methods because it replaces some major 

assumptions made by the earlier methodologies with analysis of actual VSD data. For example, 

in comparison with R77-1, R80-1, R84-1, and R87-1, rather than assuming that only load time is 

affected by volume, my methodology analyzes total workhour usage across a large number of 

facilities. Compared to the USPS interim proposal for the R90-1 volume variability estimate and 

the averaged variability used in R94-1 (the PRC’s average of 16% and the USPS proposed 

47.3%), my methodology does not assume that the variability of VSD operations :should be 

similar to or the same as mtra-SCF highway contract routes, but instead analyses data 

specifically from VSD operations. While improvements in data and methodology are always 

possible, I believe that the method of analyzing specific VSD data and making as few 

assumptions as possible represents an improvement over previous methodologies. 
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lWA/USPS-TZO-4. In your opinion, does your method provide more accurate estimates of 
volume variability of VSD hours relative to estimates employed in previous rate he;uings? 
Please explain your response. 

Response: 

Relative to R77-1, R80-1, R84-1, and R87-1, I believe that my method of analyzing specific 

VSD data provides an estimate of volume variability more accurate than the methods in these 

cases. The estimates for these cases were based on the operational assumption that only load time 

was volume variable, an assumption which I did not make in developing my estimate. Relative 

to R90-1, my point estimate of volume variability is somewhat higher, but the lower end of the 

95percent confidence interval behind my higher point estimate is not substantially different. 

Even though I don’t find a major difference between the two estimates, but I believe my 

methodology will provide more accurate estimates, primarily because I do not base it on the 

assumption that VSD volume variability should be the same as intra-SCF highway contract 

routes. Relative to R94-1, I also believe my method will provide more accurate estimates, since 

for this case, the R90-1 intra-SCF highway contract variability was averaged with earlier results 

which had assumed only load time was volume variable. 
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OCNUSPST2~1. Your workpaper F, pages 1 and 5, indicates that problems with four facility 
observations and the hours scheduled for spotter activities which were discovered too late to 
adjust the base year estimate of volume variability on your exhibit 2 would result in an increase 
in the volume variability of cost segment 8, vehicle service driver (VSD) costs, from 59.86% to 
61.18%. 
a. Please confirm that if the higher variability of 6 1.18% were used the new base year 

attribution for cost segment 8 used by witness Alexandrovich in his workpaper B-8(w/s 
8.1.1, col. 3, note c) would increase from $245.555 million to S251.012 million, or 
$5,457 million. If not, please explain. 

b. In your opinion, based upon the information now available to you, is the appropriate 
variability for cost segment 8, vehicle service drivers 61.18%? 

Response: 

a. I can confinn the mathematics of this calculation. The base year cost segme:nt 8 costs are 

$410.284 million. Multiplying this amount by 0.5986 yields $245.555 million. If instead 

0.6118 is used, the estimate is 5251.012 million. 

b. At the time of preparation of Workpaper F, 61.18% is the estimate 1 would heave proposed 

had the corrections been made in time for the base year estimate. However, ,in my opinion, 

the revision from 59.86% to 61.18% was a minor change that did not constitute a material 

difference from the base year estimate, especially in view of the 95% confidence interval for 

Subsequent to the preparation of Workpaper F, I discovered additional data modifications 

that needed to be made. As discussed in my response to DMA/USPS-T20-2-b. after 

correcting an apparent load factor transcription error in the data for Facility 4.7, and then re- 

estimating the Restricted Translog Model on page 13 of LR-H-261, the volume variability 

. 
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estimate~becomes 67. I I% before adjusting for BMC spotter hours as in Workpaper F, 

Exhibit 2 Revised. After adjustment for BMC spotter hours, the estimate would now be 

61.35%. Again, I view this as a minor change from the base year estimate. 
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OCA/IISPST20-2. Please refer to your testimony at page 21 discussing “spotter” hours and 
your exhibit 2. 
a, Please confirm that ifyour exhibit 2 were revised to reflect the revision ofyour study to 

eliminate the problem observations and non-confirmable spotter workhours discussed in 
the above interrogatory, total spotter costs on exhibit 2 would be $36.636.916 or 8.93% 
of the total vehicle service driver costs. If not, please explain. 

b. Your testimony at page 21 states your study assumes that volume varialbility for spotter 
1 

C. 

d. 

e. 

workhours is zero. Based upon your observation, experience and intuition following this 
study, do you believe the variability of spotter workhours to be greater than zero? 
Based upon your observation, experience and intuition following your study, please state 
what you would expect upon full analysis of spotter workhours to be the volume 
variability to the nearest 10%. 
Did you undertake any analysis to determine the variability of spotter costs in your 
studies? If so, please state what results you obtained and why you did not include the 
results in your testimony. 
Are there any plans to undertake a study of the variability of the spotter costs in the near 
future? 

a. Confirmed. 

b. I believe that it is likely that spotter workhour variability is greater than zero. I do not 

have a basis for concluding how much greater than zero it might be. Therefore, as I 

stated in my testimony at page 2 I, lines 18 and 19, zero variability is merely an 

assumption. I Pointed out in footnote I7 how earlier treatments of VSD volume 

variability had assumed that only load time was volume variable, leaving a much larger 

block of VSD hours assumed to have zero variability. I proposed the assumption because 

it was consistent with earlier assumptions of zero variability for blocks of VSD hours and 

because I viewed developing data which could be used in developing an estimate to be 

beyond what I could accomplish for this proceeding. 

. 
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C. I do not Efeel tiat i ~~~qtiaiified to mdke such an estimate 

d. No. 

e. I am not aware of any plans. 
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OCAIIISPST20-3. Please refer to your testimony at pages 19-20 and your workpaper D, page 
I I concerning the econometic model 5 which you selected as a basis for your VSD variability 
recommendation. 
a. Please explain why you used a constant variability of 34% for STOPS which does not 

vary by facility when you did not use a constant STOPS variability for models 3 and 4 
considered in your study (WP-D, pages 7 and 9). 

b. Please explain why you used a different constant STOP variability for model 6 (WP-D, 

page 6). 

Response: 

a. The nature of the general models, Model 3 and Model 4, is to include all potential 

interactions and second-order terms. By doing so, it would almost always be the case that 

the estimated variability with respect to all variables would vary by facility. The second- 

order and interactions between stops and the other two variables, CFM and AVGMPH, were 

statistically insignificant in Model 4. By removing these statistically insignificant terms, 

Model 5 would therefore exhibit a constant variability with respect to STOPS. 

b. The interaction and second-order terms of Model 6 were the same as Model 5. Thus, STOPS 

variability from this model is constant across facilities. It is different frorr the variability i,n 

Model 5, because of the addition of the two variables, AVGDIST and AVGKAP, which had 

been eliminated earlier. This model was run to ensure that leaving them out did not affect 

the Model 5 results materially. They were both statistically insignificant (the t-statistics of 

their estimated coefficients were less than one) when added to Model 5 and this was my 

basis for preferring Model 5 over Model 6. 

. 
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LJPS’LJSPS-TZO- 1. In reference to page 6, footnote 4 of your testimony, please 

identity which non-BMC facilities are included in your sample and which non-BMC facilities 

were excluded, and indicate the reasons for each exclusion. For each included and excluded non- 

BMC facility, please provide the VSD workhours reported in FY 1993 and in FY 1996. 

RESPONSE: The attached table displays the I993 and 1996 data for the non-BMC facilities 

reporting VSD workhours. Survey forms were unavailable for all but 89 facilities. The 

numbering scheme accords with Workpaper B, pages 3 and 4 which indicates; the reasons for 

excluding observations from the 89 survey respondents. 
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Number Flag149 Flag53 1993Hours 1996Hours 
1 
2 
3 
4 
5 
6 
7 
6 
9 

10 
11 
12 
13 
14 
15 
16 
17 
16 
19 
20 
21 
22 
23 
24 
25 
26 
27 
26 
29 
30 
31 
32 
33 
34 
35 
36 
37 
36 
39 
40 
41 
42 
43 
44 
45 
46 
47 
46 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

*I 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

0 
1 
1 
1 
1 
0 
1 
0 
1 
0 
1 
1 
0 
0 
1 
1 
1 
0 
0 
0 
0 
0 
0 
0 
1 
1 
1 
0 
0 
1 
1 
1 
0 
1 
1 
1 
0 
1 
1 
0 
0 
1 
1 
1 
0 
0 
1 
1 

361116 
184550 
40163 

161151 
239647 

69660 
212020 

61261 
47935 
40646 
10596 
31506 

0 
109226 
46447 
39494 

250443 
16226 

0 
66060 

397215 
66156 
77568 
39736 
25632 
49656 
66357 

30001% 
17245 
42446 
53124 

156620 
462232 
649610 

22606 
7200 

61035 
625760 

5627 
406593 
353416 
44Q471 
335394 
170319 
170536 
133766 

16710 
104719 

391644 
223067 

39169 Notes: 
179236 0 
297666 
122566 
226430 0 
61554 
62120 
46667 

6612 0 
32004 

0 0 
156106 
53724 o 
46466 

279776 
20604 

0 
69172 

366459 
96936 
97332 
50222 
46961 
52668 

116606 
325827 

16065 
56709 
56636 

174564 
432337 
906630 

24947 
7953 

100734 
646265 

7 
361447 
365707 
532419 
320212 
199140 
164401 
156661 
22642 

ID4165 

2 

Number is the facility numbering scheme. 
Thefint69numbers are fa~rfacilitiesthat participated 
in the survey. 
Flag149 denotes Facilitiest'hatmrejudgedto have 
signiiicantl993wrkhoun 152 Facilities have 
flags of 1. NWRS data For3 OF the nagged Facilities 
were not available, leaving 149 Facilities~ 
Flag53 denotesfacilitiesinciudedinthe sample 
used for developing the base year variability 
Facilities numbered b&whom 90 on, did not have 
surveyinfonation and were excluded For this reason, 
Facilities with Flag53 = 0 were exdudedforreasons 
listed in USPST-20. Workpaper& pages 3 and4. 

Number Flap149 Flag53 1993Hours 1996Hours 

199 0 0 192 2 
200 0 0 160 0 
201 0 0 16.7 0 
202 0 0 176 0 
203 0 0 174 0 
204 0 0 173 0 
205 0 0 167 31 
206 0 0 162 213 
207 0 0 144 39 
206 0 0 136 0 
209 0 0 133 0 

210 0 0 132 0 

211 0 0 127 0 

212 0 0 118 136 

213 0 0 112 0 

214 0 0 112 0 

215 0 0 106 6 



49 1 0 59455 
'50 1 1 40699 
51 1 1 221069 
52 1 1 5902 
53 1 1 90292 
54 1 1 110118 
55 1 0 164467 
56 1 1 35062 
57 1 0 31432 
56 1 0 66574 
59 1 1 140635 
60 1 1 63567 
61 1 1 106163 
62 1 0 227250 
63 1 0 125050 
64 1 0 155406 
65 1 1 161754 
66 1 0 39399 
67 1 0 53356 
66 1 1 37121 
69 1 0 262631 
70 1 1 116333 
71 1 0 72323 
72 1 1 23631 
73 1 1 25477 
74 1 1 66334 
75 1 1 23652 
76 1 0 175474 
77 1 1 101195 
76 1 1~ 26415 
79 1 1 14432 
80 1 0 136410 
61 1 1 79004 
62 1 1 16214 
63 1 0 0 
84 1 1 7383 
65 1 1 25197 
86 1 1 61524 
07 1 1 116961 
88 1 1 22234 
69 1 0 12702 
90 1 0 31007 
91 1 0 15593 
92 1 0 6022 
93 1 0 4642 
94 1 0 66532 
95 1 0 266872 
96 1 0 10130 
97 1 0 95168 
98 1 0 19601 
99 1 0 100423 

100 1 0 36961 

_ 
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74326 
50169 

239076 
5892 

146607 
161566 
210609 

39176 
34375 
65944 

164943 
75446 

117900 
276957 
151623 
163641 
247600 

45699 
67075 
33674 

266666 
0 

81771 
24596 
26732 
63164 
24275 

161692 
127947 
30016 
15593 

167564 
77689 
15467 

0 
6027 

32563 
64796 

132624 
35316 
16567 
34266 
19856 

0 
2 

92947 
296346 

17509 
999QQ 
22050 

127511 
35105 

216 
217 
216 
219 
220 
221 
222 
223 
224 
225 
226 
227 
228 
229 
230 
231 
232 
233 
234 
235 
236 
237 
236 
239 
240 
241 
242 
243 
244 
245 
246 
247 
240 
249 
250 
251 
252 
253 
254 
255 
256 
257 
256 
259 
260 
261 
262 
263 
264 
265 
266 
267 

3 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

104 

103 
102 
99 
98 
97 
96 
96 
64 
62 
62 
60 
76 
74 
72 
69 
69 
69 
64 
63 
62 
62 
61 
60 
57 
52 
50 
49 
48 
47 
46 
44 
44 
44 
43 
42 
42 
41 
40 
40 
40 
39 
36 
35 
35 
35 
34 
34 
34 
33 
32 
31 

0 
0 
0 
0 

34 
0 
3 
0 

38 
0 
0 

40 
6 
0 
0 
0 
0 
0 
0 
0 

124 
0 

70 
0 
0 
3 
0 
0 
0 
0 
0 
0 
0 
0 

-4 
0 

257 
7433 

0 
8 
0 
0 
0 
0 
0 
0 
0 
0 

46 
0 

40 
0 
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102 
103 
104 
105 
106 
107 
108 
109 
110 
111 . 
112 
113 
114 
115 
116 
117 
116 
119 
120 
121 
122 
123 
124 
125 
126 
127 
126 
129 
130 
131 
132 
133 
134 
135 
136 
137 
138 
139 
140 
141 
142 
143 
144 
145 
146 
147 
146 
149 
150 
151 
152 
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1 .o 176462 .266620 2s8 
1 0 176273 197610 269 
1 0 5956 0 270 
1 0 10223 9757 271 
1 0 43090 62716 272 
1 0 56109 53235 273 
1 0 139793 150176 274 
1 0 Q417 12490 275 
1 0 16343 15659 276 
1 0 111257 117396 277 
1 0 64808 76436 276 
1 0 52501 52921 279 
1 0 13534 19103 260 
1 0 34372 33765 261 
1 0 6007 14205 262 
1 0 33704 35967 263 
1 0 5191 14149 264 
1 0 35401 39205 265 
1 0 5537 166075 2% 
1 0 19606 21720 267 
1 0 115119 0 266 
1 0 24799 26262 269 
1 0 8391 6399 290 
1 0 210009 209474 291 
1 0 16063 49022 292 
1 0 32299 46694 293 
1 0 57144 62254 294 
1 0 6645 8621 295 
1 0 16905 14535 2% 
1 0 26351 36613 297 
1 0 13010 15444 296 
1 0 21743 26594 299 
1 0 10806 0 300 
1 0 20173 24323 301 
1 0 141188 221476 302 
1 0 614% 103Ow 303 
1 0 59466 63625 304 
1 0 66265 2726 305 
1 0 20406 391 3% 
1 0 19799 22w9 307 
1 0 42166 36645 306 
1 0 141610 165211 309 
1 0 53435 59792 310 
1 0 33506 41964 311 
1 0 17396 IQ250 312 
1 0 44367 55576 313 
1 0 13456 16102 314 
1 0 18064 25037 315 
1 0 5177 4999 316 
1 0 36632 31966 317 
1 0 10634 9665 316 
1 0 22172 25215 319 
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29 10 
27 0 
27 0 
25 0 
24 0 
24 0 
24 0 
24 266 
23 344 
22 0 
22 0 
21 0 
20 0 
20 0 
19 0 
19 19 
19 0 
18 0 
16 10 
17 0 
17 0 
16 0 
16 0 
15 0 
13 0 
13 0 
13 153 
13' 1 
12 0 
12 2 
12 0 
12 0, 
11 0 
11 0 
10 0 
10 0 
10 0 

9 0 
9 337 
6 0 
8 33 
7 3 
7 10 
7 94 
7 0 
7 3 
6 0 
6 0 
6 6 
6 0 
6 7646 
5 0 
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153 0 0 6cm .D 320 0 
154 0 0 4203 4043 321 0 
155 0 0 3419 21 322 0 
156 0 0 3364 4657 323 0 
157 0 0 3005 3962 324 0 
158 0 0 2351 0 325 0 
159 0 0 2304 16 326 0 
160 0 0 2265 3642 327 0 
161 0 0 2229 0 326 0 
162 0 0 2065 3717 329 0 
163 0 0 2061 0 330 0 
164 0 0 2012 2053 331 0 
165 0 0 1832 0 332 0 
156 0 0 1629 3212 333 0 
167 0 0 1801 113 334 0 
166 0 0 1171 1276 335 0 
169 0 0 992 0 336 0 
170 0 0 936 0 337 0 
171 0 0 884 6963 336 0 
172 0 0 655 0 339 0 
173 0 0 725 0 340 0 
174 0 0 641 0 341 0 
175 0 0 626 0 342 0 
176 0 0 530 0 343 0 
177 0 0 494 69 344 0 
176 0 0 461 0 345 0 
179 0 0 422 0 346 0 
160 0 0 413 154 347 0 
181 0 0 366 0 348 0 
102 0 0 362 0 349 0 
163 0 0 334 17 350 0 
164 0 0 266 44976 351 0 
165 0 0 263 1676 352 0 
1% 0 0 259 9757 353 0 
167 0 0 257 0 354 0 
166 0 0 253 0 355 0 
169 0 0 243 14 356 0 
1BO 0 0 241 63 367 0 
191 0 0 234 0 356 0 

192 0 0 230 10 359 0 

193 0 0 219 0 360 0 

1W 0 0 217 0 361 0 

195 0 0 214 9 362 0 

1% 0 0 210 0 363 0 

197 0 0 206 64 364 0 

IQ6 0 0 197 676 365 0 
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Totals 152 
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RESPONSE OF USPS WITNESS WADE TO INTERROGATORIES FROM 
UNITED PARCEL SERVICE 

UPS/USPS-T20-2. In reference to your observations concerning volume 

variability as a function of facility size at page 20, lines 5 to 13, of your testimony, please 

cordkm that a 5-percent increase in volume at all facilities would result in an increase in VSD 

workhours by more than 65.4% of 5 percent, since 65.4% is the variability of VSD hours at the 

mean facility and variability increases with facility size. Please explain any nonconfirmation. 

RESPONSE: This is mathematically correct for my model. However, applying such an 

estimate in practice raises several issues and complications. First, the assumption of proportional 

volume growth across facilities is questionable -- there are bound to be gainers <and losers. Even 

though volume changes are not available, changes in VSD workhour usage is certainly not 

proportional based on the data provided for UPS/USPS-T20-1, above. The average increase in 

VSD hours usage was 1 I %, while for individual facilities the growth ranged from a decrease of 

38% to an increase of 83%. 

A second practical issue raised is that even if volume growth occurs in a proportional nature, 

other factors which influence variability may not grow proportionally (for example, in the 

present case, AvgMPH may change across facilities in a very uneven manner). 

Third, when summing predicted hours responses across facilities, the confidence interval of the 

predicted sum is complicated by the fact that it is a function of the sum of individual estimates, 
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each with their own and unique interval. The confidence intervals for very small or large 

facilities may be quite large relative to the average facility, since the further away from the 

average facility that a specific facility lies, the greater the confidence interval for its estimated 

hours. 
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RESPONSE OF USPS WITNESS WADE TO INTERROGATORIES FROM 
UNITED PARCEL SERVICE 

UPS/USPS-T20-2. In reference to your observations concerning volume 

variability as a function of facility size at page 20, lines 5 to 13, of your testimony, please 

confirm that a 5-percent increase in volume at all facilities would result in an increase in VSD 

workhours by more than 65.4% of 5 percent, since 65.4% is the variability of VSD hours at the 

mean facility and variability increases with facility size. Please explain any nonconfirmation. 

RESPONSE: This is mathematically correct for my model. However, applying such an 

estimate in practice raises several issues and complications. First, the assumption of proportional 

vohnne growth across facilities is questionable -- there are bound to be gainers and losers. Even 

though volume changes are not available, changes in VSD worhhour usage is certainly not 

proportional based on the data provided for UPS/USPS-T20-1, above. The average increase in 

VSD hours usage was 1 I %, while for individual facilities the growth ranged from a decrease of 

38% to an increase of 83%. 

A second practical issue raised is that even if volume growth occurs in a proportional nature, 

other factors which influence variability may not grow proportionally (for example, in the 

present case, AvgMPH may change across facilities in a very uneven manner). 

Third, when summing predicted hours responses across facilities, the confidence interval of the 

predicted sum is complicated by the fact that it is a function of the sum of individual estimates, 

,,,._ .., ~-.- 

,. 
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each with their own and unique interval. The confidence intervals for very small or large 

facilities may be quite large relative to the average facility, since the further away from the 

average facility that a specific facility lies, the greater the confidence interval for its estimated 

hours. 
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RESPONSE OF USPS WITNESS WADE TO INTERROGATORIES FROM 
UNITED PARCEL SERVICE 

UPSAJSPS-T20-3. In reference to your identification of four irregular 

observations cited in your Workpaper F, Supplemental Analysis, please state whether inclusion 

or exclusion of these four observations provides a more or less reliable estimate of volume 

variability based on your preferred regression equation model, and state the basis for your 

conclusions. 

RESPONSE: The four irregular observations excluded in the supplemental analysis of 

Workpaper F were excluded because of data issues. Thus, I view the estimates’ in Workpaper F 

as more reliable. 
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CHAIRMAN GLEIMAN: It is my understanding that no 

one wishes to cross examine this witness. 

Is that in fact the case or is there someone in 

the room that would like to cross examine? 

[No response. I 

CHAIRMAN GLEIMAN: If there is no cross 

examination, that brings us to the possibility of questions 

from the bench. 

I don't know whether anyone else up here does. I 

have a question for you, Mx. Wade, and I will try and be as 

brief as possible. 

In your analysis at pages 21 and 22 of your 

testimony you adopt a zero variability for spotters. 

Is it reasonable that there is a requirement for a 

minimum number of spotters when a facility opens, but as the 

volume of mail passing through the facility increases the 

number of contract trucks serving the facility would also 

increase, and consequently there might be a need for 

additional spotters? 

Spotters are those folks who move the tractor 

trailers around. 

THE WITNESS: I'm familiar. I did answer a 

similar question I think to OCA number 2. 

CHAIRMAN GLEIMAN: I'm aware that there was a -- 

THE WITNESS: Oh, all right. And, yes, there is 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 
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1 that possibility. Basically, I was making an assumption of 

2 zero variability for spotters in lieu of having a data or 

3 actually performing a study to try to estimate what it might 

4 be. 

5 CHAIRMAN GLEIMAN: Do you disagree with the 

6 suggestion that the variability for spotters might, as a 

7 consequence of what I just asked you, be greater than zero? 

8 THE WITNESS: No, I don't disagree with that. 

9 CHAIRMAN GLEIMAN: Might it be reasonable to 

10 assume that spotter variability is the equivalent of the 

11 weighted average of contract transportation variabilities 

12 estimated by Witness Bradley, which is something on the 

13 order of 78 percent or thereabout? 

14 THE WITNESS: That I feel somewhat unqualified to 

15 make the judgment. I am not really familiar with Witness 

16 Bradley's'testimony. I think spotter activities are 

17 probably quite different from the variability that you were 

18 citing in terms of, you know, they are yard operations 

19 primarily at BMCs. 

20 CHAIRMAN GLEIMAN: So the variability is above 

21 zero but we don't know how much above zero? 

22 THE WITNESS: That's basically my testimony, yes 

23 CHAIRMAN GLEIMAN: Is there any followup as a 

24 consequence of the questions from the Bench? 

25 [No response. 1 
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CHAIRMAN GLEIMAN: If there is not, that brings us 

to redirect. There is no redirect. Which means there can't 

be any recross, which means, Mr. Wade, I want to thank you 

for coming here this morning and for your contributions to 

our record and, if there is nothing further, you're excused. 

THE WITNESS: Thank you. 

[Witness excused.1 

CHAIRMAN GLEIMAN: Ms. Reynolds, I believe you 

have the next witness. 

MS. REYNOLDS: Thank you, Mr. Chairman. 

The Postal Service would like to call Witness 

Norma Nieto to the stand. 

Whereupon, 

NORMA BEATRIZ NIETO, 

a witness, was called for examination by counsel for the 

U.S. Postal Service and, having been first duly sworn, was 

examined and testified as follows: 

DIRECT EXAMINATION 

BY MS. REYNOLDS: 

Q Ms. Nieto, could you state your name for the 

record, your full name? 

A Yes, Norma Beatriz Nieto. 

Q I am going to be showing you two copies of a 

document entitled Direct Testimony of Norma B. Nieto on 

behalf of the United States Postal Service. 

ANN RILEY & ASSOCIATES, LTD. 
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Are you familiar with this document? 

A Yes. 

Q Was it prepared by you or under your direction? 

A Yes. 

Q If you were to testify here orally today, would 

this be your testimony? 

A Yes, it would. 

MS. REYNOLDS: At this point, I would like to 

offer these two copies to the reporter and to the Commission 

and move them into evidence. 

CHAIRMAN GLEIMAN: Are there any objections? 

[No response.] 

CHAIRMAN GLEIMAN: Hearing none, Ms. Nieto's 

testimony and exhibits are received into evidence and I 

direct that they be accepted into evidence. As is our. 

practice, they will not be transcribed into the record. 

[Direct Testimony and Exhibits of 

Norma Beatriz Nieto, Bxhibit No. 

USPS-T-2 was marked for 

identification and received into 

evidence.] 

CHAIRMAN GLEIMAN: Ms. Nieto, have you had an 

opportunity to examine the packet of designated written 

cross-examination that was made available to you earlier 

today? 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 
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THE WITNESS: Yes, I have. 

CHAIRMAN GLEIMAN: If these questions were asked 

of you today, would your answers be the same as those you 

previously provided in writing? 

THE WITNESS: Yes, they would. 

CHAIRMAN GLEIMAN: That being the case, 

Ms. Reynolds, I have two copies here we can provide. Thank 

you, Ms. Reynolds. 

MS. REYNOLDS: I would like to note, Mr. Chairman, 

that there is a typographical error appearing on the cover 

page of each set of the written discovery and we have 

corrected that on each of the copies. 

CHAIRMAN GLEIMAN: Thank you for your assistance. 

We appreciate it. 

MS. REYNOLDS: Additionally at this time, we have 

two library references that the Postal Service considers 

would be appropriate to move into evidence. 

CHAIRMAN GLEIMAN: If we could dispense with the 

designated written cross-examination first, I would 

appreciate it. 

Two copies of the designated written 

cross-examination of the witness having been given to the 

reporter, I will direct that they be accepted into evidence 

and transcribed into the record at this point. 

MR. LEVY: I'm sorry, Your Honor. I don't believe 
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I have seen a copy of the list. 

CHAIRMAN GLEIMAN: The list of? 

MR. LEVY: Designated cross-ex. If I may briefly? 

CHAIRMAN GLEIMAN: Be my quest, sir. 

We will reserve Mr. Levy's rights and move with 

respect to those two -- are you okay? 

MR. LEVY: No objection. 

CHAIRMAN GLEIMAN: Okay, fine, thank you. 

[Designation of Written 

Cross-Examination of Norma Beatriz 

Nieto was received in-o evidence 

and transcribed into ':he record.1 
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BEFORE THE 
POSTAL RATE COMhIISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 1997 Docket No. R97-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS NORMA B. NIETO 
(USPS-T-Z) 

The parties listed below have designated answers to interrogatories directed to witness Nieto as 
written cross-examination. 

Answer To Interrogatories 

American Business Press ABPKISPS: 

ABP\USPS: 

FGFSAWSPS: 
FGFSA\USPS: 

MH\USPS: 

UPSWSPS: 

Florida Gift Fruit Shippers Association FGFSA\USPS: 

FGFSA\USPS: 

FGFSA\USPS: 

MHWSPS: 
OCAWSPS: 

UPSKJSPS: 

Interrogatories Tl3-7(b). lO(b-d), Interrogatories Tl3-7(b). lO(b-d), 
17(c-d); redirected from v.itness 17(c-d); redirected from v.itness 
Bradley. Bradley. 
Interrogatory 1:34-10(d) Response Interrogatory 1:34-10(d) Response 
of USPS witness Nieto to of USPS witness Nieto to 
interrogatory redirected from 
witness Tautique. 
Interrogatories. T2-12. 
Interrogatories T 16- 15; redirected 
from Hatfield. 
Interrogatories T2-3-4, 5(c). 6(c). 
7(b), 8(b), 9. 
Interrogatories T2-12-13; as 
supplemented on 9\29\97. 

Interrogatories T2- 1-26,26(a). 27- 
41) 44-55. 
Interrogatories TI 3- I I, 17, 20, 
25(b), 30, redirected from witness 
Bradley. 
Interrogatories T16-12-15 
redirected from witness HatIield. 

1nterrogatorie:s T2-3-9. 
Interrogatorie,s T12, 50(c) and (i) 
redirected from witness Degen. 
Interrogatories T2-1-10, 12-13, 15- 
19,22,24-25. 
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Office of the Consumer Advocate 

United Parcel Service 

OCA\USPS: Interrogatories T2-1, Tl2-50(c)(i) 

ABP\USPS: 
redirected from witness Degen. 
Interrogatories T34- 1 O(d) 
redirected from witness Taufique, 
Tl3-7(b), lO(b-d), 17(c-d) 
redirected from witness Bradley. 

FGFSA\USPS: Interrogatories T2-1-12(b), 13-41, 
44-55; Tl3-11, 17: 20,25(b), 30(a) 
redirected from witness Bradley, 
Tl6-12- 15 redirected from witness 
Hatfield. 

MH\USPS: Interrogatories, T2-3-4,5(c), 6(c), 
7(b). S(b). 

UPS\USPS: Interrogatories T2-l-2, 8-10, 12 
(supplemental response), 13 
t;pplemental response), 15-46,49- 

FGFSA\USPS: Interrogatories T2-2-6, 1 O-l 1, 12(a- 
b), 13-20,23-26,26(a), 27-38,40- 
41.45, FGFSA\USPS-Tl3-11 
(redirected from witness Bradley), 
FGFSA\USPS-Tl6-12-15 (all 
redirected frorn witness Hatfield). 

Respectfully submitted, 

Secretary 



ANSWER OF NORMA B. NIETO TO INTERROGATORY OF 
AMERICAN BUSINESS PRESS 

(REDIRECTED FROM WITNESS TAUFIQUE) 

ABPIUSPS-T34.-10(d). On p. 14, line 23, you refer to “average haul” as a 
factor in allocation of distance related transportation 
costs to periodical rate zones. 

(d) Confirm that data comparable to that described in 
part c above also available [sic] for rail contracts. 

RESPONSE: 

ABPIUSPS-T34-10(d). 

(d) Not confirmed. The Postal Service purchases intra-BMC freight rail 

transportation on a day-to-day, as-needed basis. The Postal Service negotiates 

contracts with freight railroads, designating rates and routing information. When 

the Postal Service uses freight rail transportation, payments are made at the 

rates specified in the contracts. This fundamental difference in contract structure 

makes drawing similarities with HCSS inappropriate. Neither of the databases 

that concern rail contracts (the National Air and Surface System (NASS) and the 

Rail Management Information System (RMIS)) contain the types of data referred 

to in part (c) of ‘your question. 

3242 



RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 
OF THE AMERICAN BUSINESS PRESS 

(REDIRECTED FROM WITNESS BRADLEY) 

,BPIUSPS-Tl3-7 
Your testimony on p. 9 states that, since Docket R87-1, USPS has tried to direct First- 
class mail from air transportation to surface transportation when feasible. 
[a] Confirm and explain why, in FY 1995, highway costs for First-class were about 43% 
of the cost of domestic air; and in 1996, surface First-class was 62% of domestic air 
costs for first-class mail. 

[b] When USPS buys surface purchased transportation used by First-class mail, does it 
utilize space in trucks or trailers also utilized by periodicals or standard mail? 

[c] Does first-class mail have priority over periodical mail in the following examples of 
purchased transportation: 

[1] more direcit routing to destination SCF? 
[2] more stops to pickup or unload mail? 
[3] priority in being loaded into a truck leaving a facility at which there is also 
periodical mail ready to be trucked out of the facility at the same time or even 
before the firs&class volume is processed for shipment to an identical destination 
as the periodicals 

Response to ABPIUSPS-T13-7. 

.a] Answered by witness Alexandrovich. 

[bl The Postal Service does not buy surface transportation individually for different 

classes of mail. To the extent that both First-Class mail and periodicals and standard 

mail travel between the same facilities, then they will likely share space on purchased 

surface transportation. The TRACS distribution keys indicated that almost all classes of 

mail can be found on all types (intra-SCF. inter-SCF, intra-BMC, and inter-BMC) of 

highway transportation to varying degrees. 

ICI Answered by the Postal Service. 

1 

3243 



RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 
OF THE AMERICAN BUSINESS PRESS 

3244 

(REDIRECTED FROM WITNESS BRADLEY) 

4BPIUSPS.T13-10 
[a] Did “the addition of more volume” to the existing network (p.9) in connection with 
First-class mail since R87-1 cause the significant annual increases in highway contract 
accounts? 

[b] How much (in pounds and pieces) did First-class mail (letters, presort letters, postal 
cards) use purchased highway transportation in FY 1987? How much in FY 1996? 

[c] How much did second-class regular rate volume (in pounds and pieces) use 
purchased highway transportation in FY 1987? In FY 1996? 

[d] How much did second-class outside the county volume (pounds and pieces) use 
purchased highway transportation in FY 1987? In FY 1996? (Outside the c:ounty means 
all regular rate, classroom, and nonprofit subclasses.) 

Response to ABPIUSPS-T13-10. 

I4 Answered by witness Bradley. 

PI This information is not available. Please refer to the response to FGFSAIUSPS- 

T13-11. 

[c] This information is note available. Please refer to the response to FGFSAIUSPS- 

T13-11. 

Id1 This information is not available. Please refer to the response to FGFSA/USPS 

T13-11. 



RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 
OF THE AMERICAN BUSINESS PRESS 3245 

(REDIRECTED FROM WITNESS BRADLEY) 

4BPIUSPSTl3-17 
[a] Please explain and elaborate upon your statement on p.37 as follows: 

“Not surprisingly the cost per cubic-foot-mile is also much smaller for the tractor 
trailer contract cost segments in both accounts” (inter-SCF and intra-SCF.) 

lb] Confirm and explain why the cost per CFM for m-SCF &&&s is $903 per CFM 
less than &&CF vans and $683 per CFM less than inter-SCF m. 

[c] Identify by subclass the volume (in pounds) per year of mail that travels in inter-SCF 
straight body trucks as compared with the volume by subclass that travels in inter-SCF 
tractor trailers. 

Id] Please substitute inter-BMC for inter-SCF for question [c] above, and provide the 
same kind of information requested. 

Response to ABPIUSPS-T13-17. 

Ial Answered by witness Bradley. 

tbl Answered by witness Bradley. 

ICI This information is not available. Please refer to the response to FGFSAIUSPS- 

T13-11. 

[dj This informat.ion is not available. Please refer to the response to FIZFSAIUSPS- 

T13-11. 

3 
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FGFSNUSPS-TZ-1 

Refer to the Library References pertaining to TR.4C.S - USPS-LR-H-78 through 84: 

:; 
Was each library reference prepared by you or under your directimon? 
Are you the sponsor of any or all of these library references? 

Response: 

a) Yes. 

b) I am not certain what you mean by ‘sponsoring’ the library references. I prepared 

them and am prepared to answer questions about them. 
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FGFSAIUSPS-TZ-2 

Were the data collection instructions applicable during Fy 1996 the same as 
those shown in LR-G-112, Docket No. R94-17 Please identify any changes. 

Response: 

Yes. 
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FGFSAIUSPS-T2-3 

Refer to LR-H-82. Please provide the code to read the 5 digit TESTDATE which 
begins with the numbers 76. 

Response: 

The variable TESTDATE is a SAS date. SAS dates represent an absolu1.e number of 

days from an arbitrary point in time, thus must be formatted to be presented in familiar 

fonn. For example, the SAS date 13042 represents the date September 16, 1995. 

Under normal circumstances the code below would accomplish the reading and 

formatted printing of the SAS dates in question: 

DATA TEMP; 
INFILE ‘7RACSSMN.Z.HWY196.FIAT.TEXT’; 

INPUT @29 TESTDATE 5.; 
RUN; 

PROC PRINT DATA=TEMP; FORMAT TESTDATE MMDDYYB.; 
- RUN; 

However, in the TRACS data tiles submitted, most date variables have Ibeen encrypted 

due to their direct relation to TESTID, whose encryption was also required to secure the 

encryption algorithm. The overall purpose of data encryption is to allow intervenon to 
. ” 

replicate the TRACS results without compromising the security of commercially 

sensitive information. 

3 
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FGFSAIUSPS-T2-4 

Refer to LR-H-82. Explain the derivation and method of determining the ‘numbers 
shown in the columns headed TOTWT and WT. 

a) Are these numbers actual weights from a scale measurement, or computed 
weights? If the latter, explain what weight factor is used in the TRACS programs to 
calculate the weight, for each mailcode. 

b) Where mail is sacked, trayed or containerized, is the weight of the sack, tray or 
container taken into account? If so, explain , with the weight factor used for each type 
of container. Also, explain how the weight of the sack, tray or container is distributed to 
the mail contained therein. 

Response: 

a. These numbers are actual weights, typically recorded from an electronic scale 

attached to the data collector’s computer. The weights are initially recorded as pounds 

and ounces, and are represented as pounds (and decimal fractions thereof) in the 

variables TOTWT and WT. 

b. The variable TOTVvT is the actual gross weight, measured by electronic scale, of 

an item (such as a sack, a tray, etc.), including both the contents of the iitem and the 

tare weight of the item itself. A TRACS data collector also takes the mail out of the item 

and groups it into categories by maitcode for electronic weighing. For each mailcode 

grouping, the variable WT is the weight of that group. The tare weight of the item itself 

is the difference between TOlWT and the sum of WT across all mailcodes found within 

the item. No weight factor is used. When the item’s contents are expanded to the item 

level, the tare weight is distributed to the contents of the item proportionately to each 

mailcode’s share of the net weight. At this point, TOlWT will equal the :sum of W 

across all mailcodes found within the item. 
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FGFSAIUSPS-TZ-5 

Confirm that, as used in LR-H-82, transportation account number 53127 is lntra BMC 
and 53131 is Inter BMC. 

Response: 

Confirmed. 
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FGFSAIUSPS-T2-6 

Confirm that the percent of total sample size allocated to each facility type is as shown 
in Exhibit 2 on page 3 of LR-H-78. If you do not confirm, please provide the correct 
percentage for each. 

a) In Exhibit 2, for the Intra-EMC entries, confirm that the inbound refers to inbound 
to the BMC and that the outbound refers to outbound from the BMC. If yo’u do not 
conf?rn, please provide complete clarification. 

zpe. 
Explain the basis and criteria used in assigning the percentage to ‘each facility 

cl For the Inter-SCF account, it is stated, on page 2 of LR-H-78, tha!: BMCs are 
generally not served. Explain why 5% of the samples for Inter-SCF are taken at BMC 
destinations. 

d) For Intra-BMC, the volume of mail outbound from the BMC is greater than the 
volume of mail inbound to the BMC. Explain why 70% of the samples are taken on the 
inbound move, and only 30% on the outbound move. 

Response: 

a. For intra-BMC contracts, a specific contract route-trip is defined as, inbound when 

the final destination (last stop) is a BMC. Otherwise, it is considered outbound. All 

stops on the contract route-trip are eligible for sampling. 

b. There are two criteria used in assigning the sampling percentages to each facility 

type: efficient allocation of limited data collection resources, and minimization of overall 

- variance in the resulting distribution key. 

C. Even though Inter-SCF contracts generally do not serve BMC’s, five percent of 

Inter-SCF samples are taken at BMC destinations because Inter-SCF contracts do 

occasionally have BMC stops. This occurs because most contracts are tamposed of 

more than one rout,e-trip. Although the majorii of the route-trips in a contract provide 

the same type of service, there may be one route-trip served under the contract which 

would fall into a different type of service. Route-trips cannot be classified individually, 
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and thus the whole contract must be classified as Intra-SCF, Inter-SCF, Intra-BMC, or 

Inter-BMC. For a hypothetical example, a contract can be established for the purpose of 

providing Inter-SCF service in a certain area. Later, ii is decided that a run to the BMC 

is desired, and a route-trip is added to the existing contract. Then we have an Inter-SCF 

contract with a route-trip that serves a BMC. TRACS samples at these facilities 

because the contra& under these accounts serve these destinations. 

d. Please refer to my response to FGFSAJUSPS-T2-16, parts d. and e. 
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FGFSALJSPS-T2-7 

Do you agree that, as a general rule, Inter-BMC transportation is not used for 
Priority or Express mail, except to destinations other than a BMC? If not, please fully 
explain. 

Response: 

One would not expect to see Inter-BMC transportation used for Priority Mail or Express 

Mail, except on contracts also serving SCF’s. However, the TRACS sampk does 

occasionally show small amounts of Priority Mail and Express Mail moving on Inter- 

BMC transportation. 

..~. .~ j’._,. .; ,.. ,__ ,../, 
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FGFSAIUSPS-T2-6 

Confirm that, in Ql 1996, TRACS sample data for account 53131 
4 Records 1 sample at a BMC destination facility for Priority Mail (see, TESTID no. 
70346UA) Please provide, for that TESTID, the place of origin of the sampled priority 
mail. and explain why this mail was unloaded at a BMC facility. 

b) No other sample of Priority mail was recorded at a BMC destination facility. 

cl If you do not confirm any of the above, please fully explain. 

Response: 

a. 

b. 

C. 

Not confirmed 

Not confirmed 

Our review of the Ql 1996 data showed that no Priority Mail was sampled under 

TESTID no. 70346UA, but that Priority Mail was sampled at a BMC: destination 

facility from an account 53131 movement during Ql 1996 under TESTID’s 

70086YB, 70706QM, 70316JX, and 77026RY. For each Priority Mail piece 

sampled, the origin facility was another BMC. TFWCS data collectors simply 

record what Qpes of mail were sampled at the time of the test. They are not 

trained to speculate if a mailclass should be found on a certain type of 

movement. In fact, they are not aware of what account the oontrac:t that they ak 

sampling falls into. However, this could occur if a BMC and ‘SCF are co-located. 
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FGFSALJSPS-T2-9 

Confirm that, in Ql. 1996, TRACS data for account 53131 

4 Records 4 samples at BMC destination facilities for Express mail. See, TESTID 
nos. 70086YB, 70706QM, 73016JX and 77026RY. 

b) No other samples of Express mail were taken at BMC destination facilities. 

a If you do not confirm any of the foregoing, please fully explain. 

d) For each of the above TESTID numbers, provide the place of origin of the 
sampled Express mail. and explain why Express mail was unloaded at a BMC facility. 

Response: 

a. 

b. 

C. 

d. 

Not confirmed. 

Not confirmed. 

Our review of the Ql 1996 data showed that no Express Mail was sampled 

under TESTID’s no. 70086YB, 70706QM, 70316JX, and 77026RY, but that 

Express Mail was sampled at a BMC destination facility from an account 53131 

movement during Ql 1996 under TESTID 70346UA. 

The origin facility was another BMC. A TRACS test simply measures what types 

of mail were on a particular truck, but does not attempt to specula1.e why a 

particular class of mail is on a particular movement. However, it may occur when 

a BMC is co-located with an SCF or another facility. 



3256 

RESPONSE OF POSTAL SERVICE WlTNESS NIETO TO INTERROGATORIES 
OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSIUUSPS-TZ-10. 

4 Within the Intra-BMC highway transportation account, do most or all contracts 
specify a trip from/to a BMC with a return trip to/from the BMC (that is, a round trip)? If 
the number or percentage of IntraBMC highway contracts that do not specify or require 
a return trip (that is, a non-paired trip) is known, please provide. 

b) For those Intra-BMC highway contracts that specify a round trip, do most such 
round trips originate and terminate at (i) the BMC, or (ii) some other point, such as an 
SCF? 

a For those Intra-BMC highway contracts that specify a round trip, (i) do most such 
trips stop at specified facilities on the outbound leg and then return to the BMC via the 
same route (stopping at the same facilities), or (ii) do most such trips make a “loop” 
back to the BMC without retracing the stops (ie., making only one stop at all or most 
facilities before returning to the BMC)? 

Response: 

a. Highway contract routes generally have multiple trips specified within them. 

These trips do not generally represent a round-trip unto themselves. However, 

Trip 1 is generally the first pan of a round-trip and Trip 2 is generally the return 

portion of the round-trip. Based on the number of non-paired trips ((i.e., Trip 3 but 

no corresponding Trip 4), an estimate of the percentage of non-round trips is less 

than 5%. 

b. The number is roughly even, with slightly more trips originating at I3MCs. 

C. There exists a great deal of variety within the contracts for specified trips, and 

both examples provided in your interrogatory occur. As a generalization, mot! 

routes follow the specified route back to the BMC. However, another example of 

a route might be SCFl-SCF2-SCF3-BMC-SCF3-SCFl. 
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FGFSAIUSPS-TZ-11. 

4 Confirm that under TRACS all samples of highway transportation are taken when 
the truck is unloaded. Please explain fully any non-confination. 

b) Please confirm that when a truck on an intra-BMC route is sampled at the BMC, 
(i) the sample necessarily represents a truck that was in-bound to the BMC, and (ii) mail 
that is unloaded at the BMC consists of mail that originated at facilities frown within the 
area served by the BMC. Please explain fully any non-confirmation. 

Response: 

a. Confirmed 

b. 0) Confirmed~ 

(ii) While this is generally true, there exists a great deal of variety within 

highway contract route specifications, and there may be exceptions. 

12 , ,~ 
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FGFSAIUSPS-TZ-12. 

Please confirm that TRACS data are used to estimate on a quarterly basis the 
percentage of capacity utilized with respect to the four different highway accounts. 
a. Confirm that the TRACS data for the highway capacity utilization falztors for FY 
1995 is accurately reflected in the following table. 

(TABLE WAS OMIT-i-ED) 

b. Provide a similar table showing the highway capacity utilization factors for FY96. 
C. Provide comparable capacity utilization data for each of the FYs fr’om 1990 
through 1994. 

Response: 

Not confirmed. This data is collected by TRACS and these estimates are produced, but 

they are used only by the TRACS system itself as part of the distribution key 

development. 

a. We confirm that the following table represents FY95 highway capacity utilization 

factors as estimated by TRACS: 
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Highway Capacity Utilization Factors 
FIBS 

14 
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b. Highway capacity utilization factors for N96 can be seen in the table below: 

Highway Caprclty Utilization Factors 

C. Objection September 

,T.~. 

15 .,... . ,- 
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FGFSAJUSPS-TZ-13. 

For purposes of your response to this interrogatory, assume that an intra-BMC truck 
makes a 200-mile run out from the BMC and en route to the final destination facility it 
makes four equidistant stops including the final destination facility (i.e., 50 miles per 
segment), then returns to the BMC via the same route. For simplicity, assume that the 
total cost for the entire trip is $400, which averages $1.00 per mile. 

a. Please confirm that (i) under TRACS the cost of the 200-mile outbound run is 
considered to be equal to the cost of the return inbound run, and (ii) under’the 
hypothetical posited here, the cost of one outbound and one inbound run would each 
be $200. 

b. Please confirm that TRACS would treat each of the four outbound segments and 
each of the four inbound segments as having a cost of $50. If you do not confirm, 
please explain how TRACS determines the cost of individual segments. 

C. Please confirm that under TRACS neither the cosl apportioned to segments on 
the outbound portion of the trip nor the cost apportioned to segments on th,e inbouhd 
portion depend on (i) the actual load factor (capacity utilization) of the sampled trip, or 
Ji) the average4oad factors outbound from,and inbound to BMCS. if you d3 not con$m, 
please explain how load factors enter into apportionment of the total trip cost to the 
different segments. 

Response: 

a and b. Confirmed for the sample selection process, not confirmed for the 

expansion process. In the sample selection process, cost stratification 

was used in the sample design prior to FY95 in addition to the FACCAT 

stratification. In order to group the primary sampling unit (essentially, a 

route-trip-segment-day) into cost strata, the historical cost of the whole 

contract had to be divided into costs of the individual route-trip-segments 

by capacity cubic feet and miles to serve as a proxy for the (primary 

sampling unit. Although this code remains in the sample selection 

program and the variable is not dropped, this proxy cost (SEGCOST) is 



3262 

C. 

RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 
OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

not used either for sampling or expansion. In the last stage of the 

expansion process, the cubic-foot miles of a class of mail (which can 

include more than one segment; refer to FGFSAIUSPS-T2-14) are simply 

multiplied by the cost per cubic-foot mile of the contract which they 

traveled under. 

Please refer to the above response. Since in the sample selection process 

only historical information on the contract costs and route arle available, 

load factors cannot be taken into account. For the expansion process, 

costs are not apportioned to trips or segments; rather, the cost per cubic- 

foot mile of the contract is applied to the estimated cubic-foot miles of 

mail. 
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FGFSAIUSPS-T2-14. 

a. For purposes of your response to this interrogatory, assume that an intra-BMC 
truck makes a run out from the BMC and en route to the final destination it makes ftve 
stops at facilities A, B, C, D and E, where E is the final destination. Assume further that 
(i) the truck picks up and drops off mail at each stop, and (ii) the truck is salnpled at an 
intermediate point, such as when the truck arrives at point D from point C. For the 
sample taken at point D, does the TRACS program distribute any of the cost 
apportioned to prior segments (e.g., from the BMC to facility A, or from A to B, or from B 
to C) or the final segment (e.g., from D to E or does the TR4CS program limit itself to 
distributing only the cost apportioned to the trip segment between facilities C and D? 

b. When a particular trip is sampled, does the TRACS program distribute any 
portion of the cost of segments prior or subsequent to the segment that was sampled? 
If so, please state (i) t,he percent of such other segment costs that are distributed, and 
(ii) explain the basis for distributing costs of other segments even though no sample 
was taken at A, B, C or E. 

Response:- - 

d. and b. The TRACS data collector samples various item types (i.e., sacks, pallets) 

at point D. The data collector records not only the weight anti number of - 

pieces within the item type, but also the facility code of origin (FCODE3) 

for the item type (where the item got onto the truck). If all the item types 

sampled at point D originated at point C, then TRACS only uses cubic-foot 

miles on that leg for the expansion process. 

However, if the origin facility code of an item type corresponds to Point A 

or Point B, then TRACS calculates and uses the total cubic-foot miles for 

the classes within that item as they were incurred. For example, let’s 

assume that two loose parcels were sampled at Point D by the TRACS 

data collector, and that one parcel (A, say) got on at Point C, and one 

18 
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parcel (B) got on at Point B. Let us further assume that each parcel was 

assigned 2 cubic-feet after empty space allocation, and that the distance 

from Point B to Point C is 100 miles, and the distance from Point C to 

Point D is 50 miles. The cubic-fool miles assigned to each parcel are then 

as follows: 

Parcel A CFMs = 2 cubic-feet x 50 miles = 100 CFMs 
Parcel B CFMs = 2 cubic-feet x (100 + 50) miles = 300 CFMs 

The total CFMs for parcels which would be used in the expansion process 

would be 400. The cost per cubic-foot mile of the contract would then be 

applied to the cubic-foot miles to obtain the cost of the parcels used to 

calculate the distribution keys. Please also refer to my response to 

FGFSA/USPS-T2-13 

If a parcel originated at Point C and destinated at Point E, it would not be 

unloaded and thus not sampled by the TRACS data collector. Therefore, 

none of its CFMs are used in the expansion process. 
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FGFSAIIJSPS-TZ-15. 

Wflh respect to intra-BMC highway transportation, please confirm that under TRACS if 
capacity utilization on the initial leg out from the BMC were to average twice the 
capacity utilization on the return portion of the trip back to the BMC, then on average 
the intra-BMC transportation cost that TRACS assigns to mail travelling to the BMC on 
the return portion of the trip will be twice as great per cubic foot of actual rnti as on the 
initial leg outbound from the BMC. if you do not confirm, please explain fully why not. 

Response: 

Confirmed. 

20 
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FGFSPJUSPS-TZ-16. 

a. For Base Year 1996 in this docket, please indicate the TRACS sample design for 
Intra-BMC highway transportation (in terms of facilities sampled) and the actual number 
of samples taken at each facility type, including whether the truck was inbound or 
outbound at facilities other than the BMC. 

b. in the TRACS Intra-BMC sample design for Base Year 1996, do trucks outbound 
from the BMC have the same probability of being sampled as do trucks inbound to the 
BMC? 
C. If an imbalance exists in the frequency of sampling between inbound and 
outbound legs, please explain how and why this occurs 
d. If an imbalance exists in the frequency of sampling between inbound and 
outbound legs of intra-BMC highway transportation, please explain whether TRACS 
makes any “correction” for such imbalance when expanding the sample data to the 
universe and deriving final estimates used to determine the distribution k’ey for Intra- 
BMC highway transportation costs. If any such correction is made, please (i) indicate 
which components of the various programs within TRACS make this adjustment, and 
(ii) state the adjusting blow-up factors actually used by the TR4CS progriam(s) to 
correct for any such imbalance in the sample design. 
e. Please explain whether the rationale for the TR4CS Intra-BMC sample design bears 
any ielationship to the volume of mail that moves outbound from the BMC and the 
volume of mail that moves inbound to the BMC. 

Response: 

a. The sampling percentages by facility type and bound in the TRACS sample 

design have not changed. Please refer to USPS-LR-H-76 for the TRACS Sample 

Design Exec,utive Summary. For the actual numbers of tests by account (53127 

= intra-BMC) and facility type and bound (FACCAT) for FY96 by q,uarter, please 

refer to the table below: 

FACCAT 
1 -Test conducted at BMC 

puarty3; Ouart;3$ Quart;; Quark;; 

2 - Tes! conducted al inbound SCF 31 31 26 40 
3 D Test conducted at inbound other 6 6 6 11 
4 _ Test conducted al outbound SCF 87 Q4 99 135 
5 -Test conducted at outbound other 19 20 1g 26 
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No. 

The difference in frequency sampling between inbound and outbound legs was 

designed to achieve sampling precision without overburdening the field. 

TRACS expands to the population level, and weights each accountiacility type- 

bound (FACCAT) sample by its population occurrence. The sample counts 

(number of times movement was sampled in TRACS) are first expanded up to 

the number of times that particular movement occurred in the quarter. If that 

movement was sampled only once and runs 6 times a week, its sample count 

will be 72 ( Per-week l 12 weeks in quarter I times sampled). These sample 

counts per movement are then summed to the accounUFACCAT level (variable 

SAMPCNT). The number of times a movement occurred in the frame is then 

calculated in a similar manner (FRMCOUNT). 

The weighting factor (STRATWT) is calculated by FACCAT as the frame count 

divided by the sample count, or FRMCOUNTISMPCOUNT. This weighting factor 

is then applied to the sampled costs. Please refer to the following table for the 

weighting factors for FY96: 

FACCAT 01 WL Factor 02 WI. Factor 03 I4 Factor 04 W Factor 
1 9.702 11.2028 11.505 7.929 
2 26.210 29.7132 28.643 20.359 
3 106.150 63.4601 f 111.75 60.3415 
4 31.29 29.3232 31.045 24.2205 
5 79.899 65.0361 61.108 57.1021 

Please note that the expansion described above is not a correction for sampling 

22 
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e. 

error. Rather, these factors expand the sampled day to the number of times the 

movement occurred in the quarter. 

The rationale for the TRACS intra-BMC sample design does not currently bear 

any direct or ongoing relationship to the volume of mail that moves outbound 

from the BMC and the volume of the mail that moves to the BMC. However, 

considerations for the amount and variance of the mail incoming and outgoing 

from the different facility types were taken into account when the TR4CS system 

was designed. This sampling method is successful in promoting (efficiency and 

does not impart bias 
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FGFSWJSPS-TZ-17. 

In Docket No. R9D-1, the response to FGFSA-USPS-TII-B, at Tr. 1283-64, briefly 
explains the distinction between the variables PIPE, FACTYPE and FACCAT. As 
stated there, “For Intra-BMC, FACCAT equals: 1 when FACTYPE is BMC:, 2 when 
FACTYPE is SCF and the trip is inbound, 3 when FACTYPE is OTH and the trip is 
inbound, 4 when FACTYPE is SCF and the trip is outbound, and 5 when FACNPE is 
OTH and the trip is outbound.” 

a. For the base year in this case, N 1996, are the above definitions applicable to 
the TRACS data base? If not, please indicate all changes made to the definition of the 
variables TYPE, FACTYPE and FACCAT since 1990. 
c. (sic)Where in the TRACS data base can there be determined: 
i. the actual square feet of floor space occupied by Standard (A) regular rate and 
Standard (B) parcel post, before the data are blown up or adjusted to any level above 
that of the trucks that were sampled? 
ii. the actual cubic feet of Standard (A) regular rate and Standard (8:) parcel post 
recorded in the TICS sample, before the data are blown up to any level above that of 
the trucks that were sampled? 
. . . 
III. the total cubic feet of Standard (A) regular rate and Standard (B) parcel post 
(including empty space assigned to each), before the data are blown up to any level 
above that of the trucks that were sampled; and/or 
iv. estimated cubic foot-miles of Standard (A) regular rate and Stand#ard (B) parcel 
post before the data are blown up to any level above that of the trucks that were 
sampled. 
d. Please provide a non-technical but full explanation of why the TRACS data base 
cannot provide compilations of the data specified. 

Response: 

a. 

b. 

C. 

The definition of the variable FACCAT has not changed in TRAC6. Please note 

that TRACS is not a database, but rather a data collection system. . 

(No part b. in original question) 

i. Square feet data by rate category cannot be obtained. 

ii. TRACS data collectors collect weight information but do not collect actual 

cubic feet data. The collected weight data is converted to cubic feet using 

density factors (cubic feet per pound) - refer to USPS-LR-H-82, Part 4, TRACS 

Highway Estimation Programs, Program HWYl. The cubic feet data is expanded 
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d. 

to account for empty container space and up to the item type level in the 

programs HWYl (for containerized items) and HWY2 (for loose items). In 

program HWY4, the records within each of the item type databases - one each 

for containerized items, loose items and pallets (which is created in program 

HWY3) - are collapsed to produce one record for each unique test I origin I 

mailcode combination; that is, the cubic feet data is summed up for each unique 

test I origin I mailcode combination. The three databases are the:? combined into 

one data set (TRACSSMN.Z.EXPAND.HIGHWAY.PQ*96.DATA(!FOUR)). 
. 
III. In program HWYlO, the last four lines of the program could be modified 

and the program rerun to sort and sum cubic feet (CUFT) by ACCOUNT and 

MAILCODE to obtain total cubic feet by mailcode atid account. 

iv. In program HWYlO, the last four lines of the program also could be 

modified and the program rerun to sort and sum cubic-foot-miles (CFM) by 

ACCOUNT and MAILCODE to obtain total cubic-foot-miles by mailcode and 

account. 

i. The TRACS data collectors record only the percentages o’f the floor space 

as occupied by various container and item types (i.e., wheeled containers, 

pallets, loose items), not by particular rate categories, Weight by rate category 

within item types is converted to cubic feet by rate category, and those are then 

expanded to volume within the containers or items, not the square feet. 
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FGFSNUSPS-TZ-18. 

a. Wth respect to the 1996 TRACS data base, please confirm that the value 
assigned to the variable FACCAT distinguishes whether an intra-BMC truck sampled at 
a non-BMC facility was travelling outbound from or inbound to the BMC. If you do not 
confirm. please explain whether any other variable in the 1995 TRACS d,stabase 
distinguishes whether the truck was outbound from or inbound to the BMC. 

Response: 

Confirmed. 
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FGFSAIUSPS-TZ-19. 

Please refer to LR-H-82, TRACS Estimation Programs and Documentation. For intra- 
BMC highway transportation, account 53127, please identify the program (or programs) 
which add empty cube to the basic data on the actual amount of mail that was 
measured or identified in the sample. 

Response: 

Prooram 
name 
HWYl 

HWY2 

HWY5 

HwY6 

HWYlO 

Descriotion 

Expands sampled cubic feet data for containerized mail, 
first up to the item level (which accounts for empty space 
in box-type items and, in the case of sampled sacks, the 
space taken up by the sacks themselves) and then up to 
the container level. 

Expands sampled cubic feet data for loose mail up to the 
sampled item level. 

For tests in which space utilization for items was recorded 
as a count (rather than a percentage), sampled data is 
expanded to reflect the propotiion of sampled items to the 
total number of items recorded in a test. 

Distributes the total item group unloaded capacity to 
originlmailcode records for the same TESTID and item 
group based on the proportion of total cubic feet in the 
TESTlD/item group that the record represents. 

Computes the estimated cubic feet of truck capacity that 
was empty for the test on all legs and adjusts the cubic 
feet of mail unloaded to add in the appropriate proportion 
of empty space on the truck (the cubic feet unloaded 
divided by the total truck capacity used before unloading). 
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FGFSAIUSPS-TZ-20. 

Please provide a detailed but non-technical explanation of the procedure by which 
TRACS assigns empty cube to the different classes of mail on intra-BMC highway 
transportation. For purposes of your explanation, assume that afler leaving the BMC a 
truck makes stops at facilities A, B and C, and is sampled at facility B. Assume further 
that from A to B the truck was 50 percent empty, and when it arrived at B it contained 
only two classes of mail. Starting with the actual volume of mail in the truck and the 
square feet of floor space occupied by that mail when the truck arrived at facility B, 
explain how TRACS apportions the empty cube to the classes of mail (please make 
explicit any further assumptions necessary for a complete explanation). 

Response: 

If the truck’s floor space was 50 percent empty, then the remainder of the floor space 

was occupied by mail. Let us assume that the truck has a total capacity of 2400 cubic 

feet. Let us alsp assume that the remainder of floor space which was occupied by mail 

was 40 percent wheeled containers and 10 percent loose sacks. For the purpose of this 

exercise, let us assume that the wheeled containers contained only Stanldard B (parcel 

post) mail, and the sacks contained only Standard A (regular rate) mail. 

- TRACS expands the sampled cubic feet up to the total cubic feet for that container 

type. The total cubic feet for the container types are as follows: 

% Floor Space Total Cubic Feet 
Wheeled 40 960 
Loose 10 240 
Empty 50 1200 

Each rate category’s actual cubic feet within a container type is then expanded to the 

ale category’s share of total cubic feet for the container type. Since we only have one 

28 
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rate category per container type, the total cubic feet assigned to Standard B (parcel 

post) at this point is 960, and the total cubic feet assigned to Standard A (regular rate) 

is 240. 

The empty space allocation is then as follows: 

Cubic feet A (adj.) = Cuff A + (CM N(Cufl A + Cuft B) l Empty Cuft 

In our example: 

Standard A cubic feet = 240 + (240/(240+960)‘1200) = 240 + 240 = 460 
Standard B cubic feet = 240 + (960/(240+960)‘1200) = 960 + 960 = 1920 
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FGFSNUSPS-TZ-21. 

This interrogatory posits a hypothetical. Assume that the TRACS data base for intra- 
BMC highway transportation consists of only two samples taken when each truck was 
off-loaded. The sampled segments each had the same total cost, and each of the two 
sampled trucks had the same cubic capacity, 1,200 cubic feet. One truck (Alpha, say) 
was 100 percent fully loaded (i.e., it had no empty cube), and the load tionsi&ed of 90 
percent Standard (A) regular rate mail and 10 percent Standard (B) parcel post. The 
other truck (Beta), was 30 percent full (i.e., it was 70 percent empty), and the load 
consisted of 10 percent Standard (A) regular rate mail and 20 percent Standard (B) 
parcel post. In terms of total cubic feet of mail, the situation can be summarized as 
follows: 

Truck 
Alpha 
Beta 
Total 

Standard (A) Standard (B) 
lreqular rate) (parcel postj m 

1,080 120 0 
100 200 900 

1,180 320 900 

a. Please confirm that if the empty cube were to be computed on the basis of each 
truck individually, then no empty cube would be assigned to the mail on truck Alpha, 
and the empty cube on truck Beta wouldbe assigned one-third to Standard 

. (A)regular rate mail and two-thirds to Standard (B) parcel post; ie., empty capacity 
assigned to Standard (A) regular rate would equal 300 cubic feet, and empty capacity 
assigned to Standard (B) parcel post would equal 600,cubic feet. 
b. Please confirm that if empty cube is averaged over the total utilization of the two 
Intra-BMC trucks, then the empty cube assigned to Standard (A) regular rate would 
equal 708 cubic feet (1180/l 500 x 900), and the empty cube assigned to Standard (8) 
parcel post would equal 192 cubic feet (32011500 x 900). 
C. In terms of the preceding two alternatives for apportioning empty cube, please 

_ explain which one best describes the way in which TRACS assigns empty capacity of 
intra-BMC highway transportation. If neither of the two preceding alternatives provides 
a good analogy to the way TFUGS assigns empty cube, please use the h,ypothetica! to 
explain how the empty cube would be assigned. 
cl. Please explain the rationale that underlies the way in which TRACS assigns 
empty capacity of intra-BMC highway transportation to the different classes and 
subclasses of mail. 

Response: 

a. Confirmed. 

b. Confirmed. 



3276 

RESPONSE OF POSTAL SERVICE WlTNESS NIETO TO INTERROGATORIES 
OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

C. The methodology presented in a. best describes the empty space allocation in 

TRACS. 

d. Assuming that the two trucks (A and B) are separate routes, there is no valid 

reason for allocating empty space across the mail classes on two difierent 

contracts. The situation does not change even ifthe two trucks represented two 

legs of the same round-trip. TRACS treats each route-trip individually, even 

though together they may represent a round trip. TRACS was designed to 

provide a snapshot of the incurrence of cubic-foot miles across various route- 

trips across facilities. 
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FGFSAJUSPS-TZ-22. 

AS a hypothetical, consider two identical-size tntra-BMC trucks travelling inbound to the 
BMC. For simplicity, assume that each truck can hold 10 over-the-road containers. 
The bed of each truck is fully loaded with over-the-road containers that, essentially, are 
being returned to the BMC from various facilities served by the BMC. In truck number 
1, one container has some Standard (A) mail and exactly one Standard (B) parcel post 
item is in each of the other nine containers, Truck number 2 also has one container 
with some Standard (A) mail and it has the same number of Standard (B) parcel post 
items as truck number I, but all parcel post items have been loaded into one container, 
and all other 8 containers in the truck are conspicuously empty. Finally, assume that 
both trucks happen to be sampled by TRACS upon arrival at the BMC. 

a. is it correct that under the TRACS accounting system 90 percent of ‘the cost of 
the return trip of truck number one, which has one parcel post item in each of 9 
containers, would be charged to Standard (B) parcel post? If not, please explain what 
percentage of the cost of the return segment would be charged to Standard (B) parcel 
post. if the answer is indeterminate, please explain what information is missing. 

b. With respect to truck number 2, assume that the only two containers with mail in it 
were sampled, and they.were found to contain all Standard (A) and Standard (B) parcel 
post. as specified above. The sampler notes that all the other 8 containers are empty. 
Under the conditions specified here, would half the cost of the return segment to the 
BMC be charged to Standard (B) parcel post, or would some of the cost of the return 
trip be charged to “moving empty equipment” (or to something else)? If thla answer is 
indeterminate, please explain what information is missing. 

c. The purpose of the above hypothetical, obviously, is to inquire about whlether - or the 
extent to which - the way that largely empty trucks are loaded can affect the assignment 
of costs when such a truck happens to be sampled under TRACS. Please give a non- 
technical description explaining how the way a largely empty truck is loaded can cause 
the apportionment of cost to vary, and why. 

Response: 

a. Although this hypothetical is extremely unlikely, were it to occur, we do not 

confirm. If the TRACS data collector were to treat this as an ordinaly test, the 

cubic feet (not costs at this stage) allocated to the classes of mail would vary 

depending on the wheeled containers selected. The data collector receives a 

random start number for the wheeled containers. If the data collector’s random 

32 
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start number is 2, the data collector would sample the second wheeled container 

to be offloaded from the vehicle, and every third wheeled container after that, So 

in this hypothetical, they would sample containers 2, 5, and 6. If Container 8 

contained the Standard A mail, then the cubic feet assigned to Standard A would 

be 33.3% and the cubic feet assigned to Standard B would be 66.6%. If the data 

collectors random start number was 5, they would sample containers 5 and 6, 

and then Standard A would be assigned 50% of the cubic feet and Standard B 

would also be assigned 50% of the cubic feet. 

b. Again, this hypothetical is highly unlikely, since there is a separate account for 

moving empty equipment between facilities (53191, Hwy. Transportation of 

Empty Mail Equipment). However, were it to &cur, and the TRAC’S data 

collector sampled the two full containers, half of the cubic feet on the return 

segment would be charged to parcel post. 

C. Regardless of the type of movement and the percentage of empty space on it, 

how trucks are loaded will affect the allocation of costs to the various classes of 

mail, as seen in the response to part a. However, sampling random movements 

over time at different facilities, selecting random wheeled containers from 

vehicles, selecting representative item types within container’s, presents a 

reliable picture of the way costs are incurred by the various classes of mail 

across a given year. 
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FGFSAIUSPS-TZ-23. 

Please refer to LR-H-62, Part 5, TRACS Edit Check, Programs and Documfentation, 
PN 1996, the program TRACS.EDIT.HWY.PQ*95.CNTL(IMPUTED). 

a. For PQ’96 (i.e., for the four quarters of FY 1996), how many highway records 
were missing weight information at the time the edit check program was run? 
b. What was the number of total highway records for PQ’96, and what percentage 
(or what number) of such records were missing weight information prior to the edit 
check program being run? 
c. What was the average weight that was imputed to all Standard A (then 3C) subclass 
items that were missing weight information? If separate average weights were used for 
BSPS and (ii) other third-class items, please specify the weights used for each. 
d. What was the average weight that was imputed to all Standard B parcel post 
(then 4CPP) subclass items that were missing weight information? 
e. For Standard A (then 3C) and Standard B parcel post (then 4CPP), ,what basis is 
used to determine the average weight that is imputed by this program? Please specify 
(i) the data used in the numerator and the denominator, (ii) the source of thle data (e.g., 
TRACS, RPW, etc.), and (iii) the time period over which the data in the nurnerator and 
denominator were gathered. 

Response: 

a. QUARTER 196: 0 records missing weight 
QUARTER 296: 0 records missing weight 
QUARTER 396: 0 records missing weight 
QUARTER 496: 0 records missing weight 

Please note that this information can be found in the program log provided in the 

library reference at approximately line 41 for each quarter. For example: 

NOTE: The data set WORK.GOOD has 13356 observations and 118 variables. 
NOTE: The data set WORK.BAD has 0 observations and 118 variables. 

b. QUARTER 196: 13356 total item records; 0% missing weight information 
QUARTER 296: 12824 total item records; 0% missing weight infomlation 
QUARTER 395: 12501 total item records; 0% missing weight infomiation 
QUARTER 496: 16335 total item records; 0% missing weight infomiation 

Please note that this information can be found in the program log provided in the 

library reference at approximately line 41 for each quarter. For example: 
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NOTE: The data set WORK.GOOD has 13356 observations and 118 variables. 
NOTE: The data set WORK.BAD has 0 observations and 118 variables. 

C. 

d. 

e. 

No average weights were applied as no records were missing weight 

infomation, 

No average weights were applied as no records were missing weight 

information. 

No average weights were applied as no records were missing weight 

information. 

. 
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FGFSAIUSPS-TZ-24. 

Please refer to LR-H-82, Part 5, TRACS Edit Check, Programs and Documentation, 
program TRACS.EDIT.HWY.P0’96CNTL(FLAT), Please provide a list showing the 
name and description of each of the 124/126 variables contained in the final edited data 
se! available in the output file TRACSShMN.HIGHWAY.PQ’Q6.SURVEY.TEXT. 

Response: .A 

1. -FREQ- SAS system variable from PROC MEANS 
2. -TYPE- SAS system variable from PROC MEANS 
3. COLLl Data collector l’s initials 
4. COLL2 Data collector 2’s initials 
5. COLL3 Data collector 3’s initials 
6. COLL4 Data collector 4’s initials 
7. CONTNO Container number 
8. COUNT Count variable 
9. CTARE Container tare 
10. CTYPE Containerized item type 
il. DAY1 Day 1 
12. DAY2 Day 2 
13. DAY3 Day 3 . 

14. DESCRIP Data collector’s description (comment) 
35. DIS-CODE District code 
16. DUMEXPRE Dummy variable 
17. DUMOTHER Dummy variable 
18. DUMSACKS Dummy variable 
19. EMPTY Percent of truck floor empty 
20. ENUM Express number 
21. EXPRESS Express indicator 
22. FCODEl Facility code from FORM 1 
23. FCODE3 Facility code from FORM 3 
24. FfOTWT Facility total weight 
25. Fl-YPEl Facility type 
26. FWT Facility weight 
27. HEXPRESS Express height 
28. HOTHER Other Height 
29. HOURS Hours duration of test 
30. HSACKS Sacks height 
31. ID Alpha portion of TESTID 
32. IDESCRIP Item description 
33. IMPTOTWf Imputed total weight 
34. IMPVVT Total weight 
35. ITEMNO Item number in test 

36 
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36. MAILCODE Subclass code 
37. MIN Minutes of test duration 
36. MONTH1 Month 1 
39. MONTH2 Month 2 
40. MONTH3 Month 3 
41. NClYPE Noncontainerized item type 
42. NEWSTOP New stop indicator 
43. NEXPRESS Number of loose express pieces 
44. NOFORM No Form 3 Indicator 
45. NOITEMS No items indicator 
46. NOTHER Number of other items 
47. NPALLETS Number of pallets 
48. NSACKS Number of sacks 
49. NWHEELED Number of wheeled containers 
50. OCODEl Origin Code lfrom pallet 
51. OCODE2 Origin Code 2 from pallet 
52. OCODE3 Origin Code 3 from pallet 
53. OCODE4 Origin Code 4 from pallet 
54. ONUM Origin number 
55. OTHER Percentage of truck that was other (loose) items 
56. OUNCES Ounces portion of subclass weight 
57. PlCODEl First mailcode of pallet 1 
58. PlCODE2 Second mailcode of pallet 1 
59. PlCODE3 Third mailcode of pallet 1 
60. PlCODE4 Fourth mailcode of pallet 1 
61. Pl FCODE2 Origin facility code for pallet 1 
62. PlHElGHT Height of pallet 1 
63. PlLENGTH Length of pallet 1 
64. PlPERCl Percentage of first mailcode of pallet 1 
65. PlPERC2 Percentage of second mailcode of pallet 1 
66. PlPERC3 Percentage of third mailcode of pallet 1 
67. PlPERC4 Percentage of fourth mailcode of pallet 1 
60. PlPlECEl Number of pieces of first mailcode of pallet 1 
69. PlPIECE2 Number of pieces of second mailcode of pallet 1 
70. PlPIECE3 Number of pieces of third mailcode of pallet 1 

- 71. PlPIECE4 Number of pieces of fourth mailcode of pallet 1 
72. PlWElGHT Weight of pallet 1 
73. PiWIDTH Width of pallet 1 
74. PZCODEl First mailcode of Pallet 2 
75. P2CODE2 Second mailcode of pallet 2 
76. P2CODE3 Third mailcode of pallet 2 
77. P2CODE4 Fourth mailcode of pallet 2 

78. P2FCODE2 Origin facility code for pallet 2 

RESPONSE OF POSTAL SERVICE WTNESS NIETO TO INTERROGATORIES 
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79. 
80. 
81. 
82. 
83. 
84. 
85. 
86. 
87. 
86. 
89. 
90. 
91. 
92. 
93. 
94. 
95. 
96. 
97. 

P2HEIGHT Height of pallet 2 
PZLENGTH Length of pallet 2 
P2PERCl Percentage of first mailcode of pallet 2 
P2PERC2 Percentage of second mailcode of pallet 2 
P2PERC3 Percentage of third mailcode of pallet 2 
P2PERC4 Percentage of fourth mailcode of pallet 2 
P2PIECEl Number of pieces of first mailcode of pallet 2 
P2PIECE2 Number of pieces of second mailcode of pallet 2 
P2PIECE3 Number of pieces of third mailcode of pallet 2 
P2PIECE4 Number of pieces of fourth mailcode of pallet 2 
PZWEIGHT Weight of pallet 2 
P2WIDTH Width of pallet 2 
PALLETS Percentage of unloaded that was pallets 
PERCONT Percentage of container filled with items of same item type 
PIECES Pieces of mailcode 
POUNDS Pounds of mailcode 
RCONNO Replacement Container Number 
RCONrYPE Replacement Container Type 
RDAY Replacement Dav 

96. REMAIN Percentage of truck that had mail remaining 
99. REPLACE Indicates replacement test 
100. RESCHED Indicates rescheduled test 
101. RMONTH Replacement month 
102. ROUTENO Highway contract route number 
103. RTRIPNO Replacement trip number 
104. RYEAR Replacement year 
105. SACKS Percentage of unloaded that was loose sacks 
106. SEALED Indicates sealed registered item 
107. SETASIDE Setaside number 
108. SNUM Sack number 
1OQ. SUM Temporary sum variable 
110. TEST Date portion of testid 
1lY. TESTDATE Test Date 
112. TESTID Unique code identiiing a particular test 
113. TESTID Total weight of item 
114. TOTALLBS Total pounds 
115. TOTALOZS Total ounces 
116. TOTWT Total weight of item 
117. TRIPNO Trip number 
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118. UNLOADED Percentage of truck unloaded 
119. WHEELED Percentage of unloaded that was wheeled containers 
120. WNUM Wheeled container number 
121. wr Total weight of item by subclass 

30 
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122. YEAR1 Year 1 
123. YEAR2 Year 2 
124. YEAR3 Year 3 
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FGFSAIUSPS-TZ-25 

In Docket No. MC96-3, witness Patelunas (USPS-T-S, page 9, revised W/96) testified 
as follows: 
Another set of IOCS-related changes to the Fiscal Year 1995 CRA and the Base Year 
1995 consists of refinements in the rules used to assign activity codes for Bulk Small 
Parcel Service (BSPS), third-class single piece, and First-Class ZIP+4 b,arcoded flats. 
The BSPS changes were made in the assignment of tallies for bulk smal!l parcels to 
correct an overstatement of Parcel Post. Under this modification, bulk small parcels 
weighing one pound or less are assigned to either First- or third-class. Prior to this 
change, all bulk small parcel tallies were assigned to parcel post. 

a. Please define or explain what the Bulk Small Parcel Service (BSPS) consists of. 
b. Please explain how items in the BSPS that were sampled under TRACS during 
Base Year 1996 were recorded. In you explanation, give explicit attention to 
instructions given to TICS samplers and the possibility that BSPS items may have 
been assigned to parcel post, and not third-class, as they were in IOCS tallies. 
C. What assurance is there that TRACS samplers do not record BSPS items as 
parcel post? Specifically, are any of the edit programs in TRACS capable of checking 
for and correcting such an error. 7 If so, please explain which program(s) accomplish 
this correction. 

Response: 

a. Please note that these questions pertaining to BSPS suggest that FGFSA has 

misunderstood the definition of BSPS. Bulk Small Parcels are a type of Fourth 

Class Parcel Post, not Third Class. The problem in IOCS was tha,t some third- 

class pieces were mistaken for BSPS. 

Bulk Small Parcels was a proposed parcel post subclass that never became 

official. The Bulk Small Parcels study began in PQ3 of FY94, and! involved five 

parcel mailers endorsing fourth-class Parcel Post weighing between one and five 

pounds with a special BSPS endorsement for identification by USPS data 

collectors (some mailers were not strict in their interpretation of this weight 

range). The resulting information would be used to estimate the costs for the 
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proposed parcel post subclass to see if small parcels had different cost 

incurrence patterns than general parcel post. BSPS was incorporated into USPS 

data collection systems effective PQl of FY95 and removed from TRACS with 

Reclassification. BSPS never became an official subclass of Parcel Post. 

BSPS Parcels were separately recorded in TRACS with the mailcode “KK” 

(whereas other Fourth Class Parcel Post is recorded with the mailcode “P” and 

DBMC Parcel Post is recorded with the mailcode ‘ILL”). TRACS data collectors 

were given a “text message” (a field memo) notifying them of the 13ulk Small 

Parcels Study. TRACS data collectors were told to record only Parcel Post 

bearing the BSPS endorsement as BSPS. 

The structure of a TRACS test minimizes the potential for misclassification. 

Because a TF$@CS test involves the sampling of numerous items (containers and 

loose pieces) and their contents, mail items are grouped into rate categories 

prior to weighing. This reduces the likelihood that an individual mailpiece would 

be misclassified as BSPS, as such a misclassification would typic.ally require 

grouping a mailpiece with dissimilar items. 

C. The CODES data entry software has a pop-up screen which provides data 

collectors with the minimum and maximum weight limits of the various rate 

categories so they can verify their piece to ensure that it meets the weight 

requirements. TRACS records total weight by mailcode. So, if the average 

weight is less than one pound or greater than five pounds, this all but rules out 
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FGFSAIUSPS-TZ-26. 

a. LR-H-62, Part 4 states that in the TRACS program 
TRACS.EXPAND.HWY.PQ’96.CNTL (SURVEY) the input file 
TRACSSMN.HIGHWAY.PQ’96.SURVEY.TEXT contains a number of ob:servations for 
each PQ, and the output file TRACSSMN.HIGHWAY.Q’96.CREATE.SURVEY.DATA 
likewise contains a number of observations for each PQ. Please define the term 
“observation” as used here. 
b. To provide a concrete illustration, assume that at a destination whlere a TRACS 
sample is taken, 4 pallets, 6 wheeled containers and 15 bed-loaded parcels are 
unloaded. Of these, the TW\CS sampler records appropriate data pertaining to 2 
pallets, 2 wheeled containers (containing mixed subclasses), and 6 of the bed-loaded 
parcels. The data recorded by the TRACS sampler at the time this one truck was off- 
loaded would represent how many observations (as defined in preceding part a)? If the 
preceding information is not sufficient to determine the number of observations, please 
specify all missing information and indicate how such information would affect the 
number of observations for the sample from this particular truck. 

Response: 

a. An observation is a SAS term indicating one row in a SAS data set (variables are 

columns, observations are rows). In the SURVEY.TXT dataset each observation 

represents one mailcode found in an item, with the rest of the information for that 

test merged on. Therefore if twenty mailcodes turned up in a TRACS test, there 

will be twenty observations pertaining to that test in the dataset. Each of the 

twenty observations will have some unique information pertaining to the mail 

code (weight, pieces, etc.), and will have some general informatioln characteristic 

of the entire test (percent of truck unloaded, etc.) 

b. The pallets themselves do not create additional observations for aI TRACS test; 

rather the pallet data in included on every observation from the test, as pallet 

data is considered general test information. The loose parcels would each create 

an additional observation. The number of observations generated from the 
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wheeled containers depends on the number of different mailcodes that turn up in 

the items (letter tray, flat tray, sack, loose parcel, etc.) selected from the wheeled 

containers. Items are selected from wheeled containers using the ,following rules: 

1) Select all Express Mail sacks and all loose Express Mail items. 2) Select at 

least one item from each type of item present in the container. For example, if a 

container had sacks (non-Express), envelope trays (also known as letter trays), 

and flat boxes (also known as flat trays or four-sided plastic trays), select one 

sack, one envelope tray, and one flat box for sampling. If the container had all 

envelope trays, just select one envelope tray. 
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FGFSAIUSPS-TZ-26a. 

Please refer to LR-H-82, Part 4, program 
TRACS.EXPAND.HWY.PQ’96.CNTL(SURVEY), which lists and describes the final (48) 
variables in the SAS dataset containing the cleaned survey data, . Assurne that during 
FY 1996 one of the sampled items from an Intra-BMC highway truck was a wheeled 
container, 60 percent full, the contents of which consisted of: 

i).70 percent parcels (parcel post), or 42 percent of the container; 
ii).20 percent bound printed matter, or 12 percent of the container; and 
iii).10 percent Special fourth-class. or 6 percent of the container. 

a. Would the contents of the container be recorded by the TRACS sampler as only 
parcel post? If not, how would the contents be entered or recorded (i) in the original 
data set, or 
ii)the input dataset TRACSSMN.HIGHWAY.PQ’96.SURVEY.TEXT? 
b. In the program TRACS.EXPAND.HWY.PQ”96.CNTL(SURVEY), in the 48 
variable SAS dataset comprising the file 
TRACSSMAN.HIGHWAY.Q’96.CREATE.SURVEY.DATA, would the 
contents of the container be recorded as only parcel post? 
C. Unless your answer to the preceding part b is an unqualified afiimrative, please 
indicate (i) which of the 48 output variables show the amount of mail in each of the 
three subclasses, and (ii) how the original input data pertaining to the contents of the 
container are transformed to the data contained in the 48 variable SAS dataset 
TRACSSMAN.HIGHWAY.Q’96.CR!ZATE.SURVEY.DATA. 
d. Which of the variables in the SAS dataset indicates that the container is only 60 
percent full? 

Which of the variables in the SAS dataset 
%ACSSMAN.HIGHWAY.Q”96.CREATE.SURVEY.DATA indicates (i) the weight, and 
(ii) the volume of parcel post in the wheeled container? 
f. Do any of the input variables in the SAS dataset 
TRACSSMAN.HIGHWAY.Q*96.CREATE.SURVEY.DATA indicate (i) the estimated 
square feet occupied by parcel posts or (ii) the cubic feet of parcel post? If so, provide 
the name and description of each such variable. 

g. For the parcel post that was in the sampled container, which varialbles in the 
SAS dataset TRACSSMAN.HIGHWAYQ’96.CREATE.SURVEY.DATA reflect the 
number of square feet occupied by parcel post? If the number of square feet do not 
constitute one of the 48 SAS dataset variables, please indicate whether the square feet 
occupied by parcel post is computed subsequently in one of the other TRACS 
programs, (ii) if so, in which program, and (iii) how the computation is made, including 
which of the output variables fisted on pp. 20262028 are used to compute the square 
feet occupied by parcel post. 

44 
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Il. For the parcel post that was in the sampled container, which of the 48 output 
variables reflect the number of cubic feet occupied by parcel post? 
If the number of cubic feet do not constitute one of the 48 output variable:s, please 
indicate (i) whether the cubic feet occupied by parcel post is computed subsequently in 
one of the other TRACS programs, (ii) if so, in which program, and 
(iii)how the computation is made, including which of the output variables are used to 
compute the cubic feet of parcel post. 

Response: 

a. Assuming that the parcels, the bound printed matter, and the Special Fourth- 

Class were all loose items within the wheeled container (Le., not oontained in 

sacks, etc.), then the data collector would have randomly sampled just one of 

these parcels from the loose container. The chance that the sampYed item would 

be any of the three aforementioned subclasses would be equal to the items 

relative proportions of the wheeled container. A TRACS data collector samples 

one item of each type within the wheeled container. In the above example, if the 

parcels were loose, the bound printed matter was in a flat tray, and the Special 

fourth-class was in a sack, then the data collector would have sampled all three, 
* 

and for each item, recorded the percentage of the contents of the wheeled 

container composed of like items. How the contents of a wheeled container are 

recorded depends on which items the data collector samples. The 

SURVEY.TEXT dataset will show one observation for each different subclass 

sampled in the wheeled container. 

b. As stated above, how the contents of the container are recorded depends on 

which pieces the data collector randomly samples from the wheelled container. 
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C. The variables WT, TOlWT, ITEMTYPE. MAILCODE, and PERCONT show what 

the data collector has recorded from the container. The data is not “transformed”. 

d. The data collector does not record the utilization of the wheeled container. 

e. 

f. 

9. 

h. 

For each subclass recorded by the data collector, the variables W (subclass) 

and TOTWT (item) show the weights recorded by the data collector, 

Neither square feet nor cubic feet are recorded for the mail found within a 

wheeled container. 

Square feet by rate category is neither recorded nor used. 

None. Cubic feet are calculated using density factors in expansion program 

HWYl. 
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FGFSAIUSPS-TZ-27. 

Please refer to LR-H-82, Part 4, program 
TRACSEXPAND.HWY.PQ’96.CNTL(SURVEY), which lists and describes the 48 
output variables in the SAS dataset containing the cleaned survey data, 
TRACSSMN.HIGHWAY.Q’96.CREATE.SURVEY.DATA. Assume that one of the 
sampled items from an Intra-BMC highway truck was a wheeled container, 80 percent 
full, the contents of which were (i) 90 percent Standard (A) parcels (parcel post), (ii) 10 
percent Standard (B) small (under 16 oz.) parcels in a sack (or sacks) placed in the 
container on top of the parcels. 

a. Would the contents of the container be recorded by the TRACS sampler as only 
parcel post? If not, how would the contents be entered in the original data set? 
b. In the program TRACSEXPAND.HWY.PQ’96.CNTL(SURVEY), in the 48 
variable SAS dataset output, TRACSSMN.HIGHWAY.Q’96.CREATE.SURVEY.DATA. 
would the contents of the container be recorded as only parcel post? 
C. Unless your answer to the preceding part b is an unqualified affirmative, please 
indicate (i) which of the 48 variables listed in the above-cited reference would show the 
appropriate data pertaining to the volume of each of the two subclasses actually 
recorded in the survey data, and 
whether (and how) the original input data are transformed to the data contained in the 
48 variable SAS dataset. 

Response: 

a. Assuming that the Standard (A) parcels were loose parcels the d,ata collector 

would sample (record the weight and rate category) one loose parcel, and also 

record that 90% of the items in the wheeled container were of the same item 

type. The data collector would also sample one sack, counting and weighing its 

contents by rate category. If multiple sacks were present, the data collector 

would record that 10% of the container were items of the same tylpe (sacks). 

b. No. 

C. The relevant variables are MAILCODE, PERCONT, ITEMTYPE, Wf, TOTWT. 

The data is not ‘Yransfonned” in any way. 
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FGFSAIUSPS-TZ-28 

Assume that part of a TRACS sample consists of two large, loose parcels that were bed 
loaded in an Intra-BMC truck. 

a. In the program TdACS.EXPAND.HWY.PQ’96.CNTL(SURVEY), the input file 
TRACSSMN.HIGHWAY.PQ’96.SURVEY.TEXT, which of the 124!126 input variables 
record the weight and volume of these two parcels? 
b. Which of the 124/126 input variables record the square feet occupied by these 
two parcels? 

:: 
Which of the 1241126 input variables record the cubic feet of these two parcels? 
From the program TRACSEXPAND.HWY.PQ’96.CNTL(SURVEY), the 48 

variable SAS dataset output file 
TRACSSMN.HIGHWAY.Q’Q6.CREATE.SURVEY.DATA. which output variables 
indicate (i) the square feet occupied by these two parcels, and (ii) the cubic feet 
occupied by these two parcels? 
e. If the square feet or the cubic feet are not part of either the input data in the file 
TRACSSMN.HIGHWAY.PQ’96.SURVEY.TEXT or the ou!put data in the tile 
TRACS.EXPAND.HWY.Qg96.CREATE.SURVEY.DATA, please indicate where and 
how these measures are subsequently derived in the TRACS program. 

Response: 
‘. . 

a. For each parcel, the variables WT and TOlWT show the weight of the parcels. 

The volume of the parcels is not recorded. 

b. No variable records the square feet assigned to individual parcels. Only 

floorspace percentages by empty, remaining, and unloaded by type (wheeled 

containers, pallets, loose items) are recorded. 

C. No variable in the SURVEY.TEXT dataset records cubic feet. 

d. No variable in CREA?E.SURVEY.DATA records the cubic feet or the square feet 

of these two hypothetical parcels. 

e. Square feet are not calculated. Cubic feet are calculated using density factors in 

expansion program HWYl. 

48 



3294 

RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 
OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSAIUSPS-T2-29. 

a. Assume that a pallet has a length of 4 feet, a width of 3 feet, and it is sampled 
upon being unloaded from a truck. Would TRACS compute the floor space occupied by 
that pallet as 12 square feet, or as something greater than 12 square feet? That is, 
does TRACS add any margin to allow for the fact that pallets may not fit precisely 
against each other? 
b. Assume that two pallets measuring 4ft. x 3 ft. are stacked one on top of the 
other; i.e., two-high. Under the TR4CS method for entering and computing data, would 
the average square feet of floor space occupied by each of the two pallets in a highway 
truck be considered equal to 6 square feet; ie., one half the number of square feet 
occupied by pallets when they are only one-high? Please explain fully any answer that 
is not an unqualified afirmative. 

Response: 

a. TRACS does not inflate pallet dimensions to account for space between pallets. 

Pallet dimensions are recorded only for determining the relative cubic feet of the 

mailclasses within the sampled pallets. The TRACS data collector only records 

the percent of floorspace occupied by pallets as a group. If there is unusable 

space between two pallets in close proximity, the data collector will record the 

entire area as occupied by pallets. 

b. TFZACS does not record absolute square footages. TRACS records the 

percentage of floorspace occupied by pallets, The pallets that are sampled are 

expanded to the percentage of fioorspace occupied by all pallets. 
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FGFSAIUSPS-TZ-30. 

a. In the program TRACS.EXPAND.HWY.PQ’96.CNTL(SURVEY), the SAS dataset 
TRACSSMAN-HIGHWAY.Q’96.CREATE.SURVEY.DATA, which of the 48 variables 
indicates whether pallets were stacked one-high or two-high? 
b. If no variable indicates whether pallets are stacked one-high or two-high, please 
explain how TRACS computes the average square feet of floor space occupied by 
palletized mail (i) when pallets are stacked only one-high, and (ii) when piallets are 
stacked two-high. 

Response: 

a. There is no variable in CREATE.SURVEY.DATA which indicates if pallets are 

stacked 

b. The TRACS data collector records the percentage of floorspace occupied by 

pallets, not the absolute square feet. The perce;ltage of floorspace occupied by 

pallets does not change if additional pallets are stacked in the same amount of 

floorspace. 

50 
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FGFSAIUSPS-TZ-31. 

Please refer to LR-H-82, program 
TRACS.EXPAND.HWY.PQ’96.CNTL(HWYl), Under outputs, it is statecl that 
TRACSSMN.EXPAND.HIGHWAY.PQ’96.DATA(DENSITY) has 41 observations and 2 
variables. 
a. Please define “observation” as the term is used here and explain what the 41 
observations consist of. 
b. What is the source of these 41 observations? In your answer, please state 
specifically whether they represent observations and data recorded by TRACS data 
collectors. 
C. What are the 2 variables? 

Response: 

a. An observation is a SAS term indicating one row in a SAS data set (variables are 

columns, observations are rows). The 41 observations form a lookup table of 

TRACS mailcodes and density. 

b. These 41 observations are hard coded into the SAS program. They are not 

recorded by TRACS data collectors. 

C. The two variables are MAILCODE (TRACS rate category) and DENSITY 

(mailcode density), 
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FGFSAIUSPS-TZ-32 

Please refer to LR-H-82, program TRACS.EXPAND.HVVY.PQ*Q6.CNTL(HWYl), Under 
outputs, it is stated that TRACSSMN.EXPAND.HIGHWAY.PQ’96.DATA(CONTCUFl-) 
has 7 observations and 2 variables. 

a. Please define “observation” as the tern is used here and explain what the 7 
observations consist of. 
b. What is the source of these 7 observations? In your answer, please state 
specifically whether they represent observations and data recorded by TRACS data 
collectors. 
C. What are the 2 variables? 

Response: 

a. An observation is a SAS term indicating one row in a SAS data set (variables are 

columns, observations are rows). The seven observations form a llookup table of 

container types and standard cubic feet. The seven container types included are 

BMC-OTRs, ERMCs, GPCIGPMCs, hampers, wiretainers, Postal-Paks, and 

b. 

other. 

These 7 observations are hard coded in the program. They are th,e standard 

cubic feet of each container (setaside) type. They are not recorded by data 

collectors. 

C. The two variables are SETASIDE (number indicating container type) and 

CONTCUFT (standard cubic feet of container type). 
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FGFSAIUSPS-T2-33. 

Please refer to LR-H-62, program TRACS.EXPAND.HWY.PQ’96.CNTL(~HWYl), Under 
outputs, it is stated that TRACSSMN.EXPAND.HIGHWAY.PQ*96.DATA(ITEMCUFT) 
has 5 observations and 3 variables. 

a. Please define “observation” as the term is used here and explain what the 5 
observations consist of. 
b. What is the source of these 5 observations? In your answer, please state 
specifically whether they represent observations and data recorded by TRACS data 
collectors. 

Response: 

a. An observation is a SAS term indicating one row in a SAS data set (variables are 

columns, observations are rows). The five observations form a lookup table of 

item types and standard cubic feet. The five items included are letter trays, half- 

size letter trays, flat trays, small parcel trays, and CON-CONS. 

b. These five observations are hard coded in the program. They contain the 

standard cubic footage of the these item types. They are not recorded by data 

collectors. 

C. The three variables are CTYPE (item type), NCTYPE (same as item type), and 

ITEMCUFT (standard item cubic feet). 
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FGFSAIUSPS-TZ-34. 

Please refer to LR-H-82 program TRACS.EXPAND.HWY.PQ’96.CNTL(HWYI), Under 
outputs, it is stated that TRACSSMN.EXPAND.HIGHWAY.PQ’96.DATA(~CONTAlNER) 
has 8,756 observations in PQ4 and 7 variables. 
a. Please define “observation” as the term is used here and explain what the 8,756 
observations consist of, and how the 8,756 observations are derived from or related to 
the 16,475 PO4 observations contained in the input data file. 
b. What is the source of these 8,756 observations? In your answer, :please state 
specifically whether they represent observations and data recorded by TRACS data 
collectors. 
C. What are the 7 variables? 

Response: 

a. 

b. 

C. 

An observation is a SAS term indicating one row in a SAS data set (variables are 

columns, observations are rows). The 8,756 observations in this data are the 

containerized mail. They are a subset of the 16,475 overall observations. 

These observations represent data from the CREATE.SURVEY.DATA tile, which 

comes from the SURVEY.TEXT file, which contains data collected in the field by 

TRACS data collectors. 

The seven variables are TESTID (test identification code), CONTNO (container 

number), MAILCODE (TRACS rate category), FCODE3 (origin facilty code), 

CUFT (cubic feet), -TYPE- (SAS system variable indicating numeric variables), 

and JREQ- (SAS system variable indicating the number of observations going 

into the MEANS procedure). 
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FGFSA’USPS-TZ-35. 

Please refer to LR-H-82 program TRACS.EXPAND.HWY.PQ*Q6.CNTL(HWYI), 

a. What is the source of data used to arrive at the FY 96 density factors for each 
mail rate category? In your answer, please specify whether any of these clensity factors 
were originally derived from observations and sample data collected by TRACS data 
collectors during FY 96. If not, what was the source of these density factors? 
b. For the new mail rate categories created as a result of reclassification in MCQ5- 
1. what is the source of density factors that will be used in the TRACS program for FY 
7997? 

How many container types are there (please specify), and what is the source of 
*\tandard cubic feet” (CONTCUFT) for each container type (SETASIDE), 
d. How many item types are there (please specify), and what is the souros of the 
standard cubic feet (ITEMCUFT) for each item type (CTYPE)? 
e. With respect to lines 191-205. it states that the program calculates the average 
cubic feet for each mailcode, compares each observation to the average, and prints 
those observations with cubic feet exceeding 15 times the average for that mailcode. 
When an observation is 15 times the average for that mailcode, by how many standard 
deviations is it removed from the average? Also, what does the TRACS program then 
do with these “outliers” that get printed? 
f. The discussion with respect to lines 214-252 contains several references to 
measured cubic feet. Please define the term “measured cubic feet” as used here. In 
your answer, please address specifically whether measured cubic feet represents data 
recorded directly by TRACS data collectors, or whether it is a computed number based 
on other data recorded by TRACS data collectors. If it is computed, please explain how 
it is computed. 

Response: 

a. The density factors come from the Form 22 density study of PQ492. Please refer 

to Docket No. R94-1, USPS-LR-G-127 for a description of the methodology, 

data collected, and results underlying the Form 22 Density Study. They are not 

derived from TRACS data collected during FYD6. 

b. Two additional density studies provided densities that were used to estimate 

transportation costs for mail classes impacted by classification reform. They are 

documented in Docket No. MC95-1, USPS-LR-MCR-13 and Docket NO. MC96-2, 
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USPS-LR-PRR-5. It is not known at this time which density factors will be used in 

the ND7 TRACS programs. 

There are 7 container types. The standard cubic feet come from the USPS 

container reference guide “Container Methods”. 

There are 5 item types. The standard cubic feet come from the USPS container 

reference guide “Container Methods”. 

Standard deviations from the average are not calculated. The TRACS program 

does not delete or manipulate these “outliers”; they are only printed for manual 

investigation. 

The passage in question reads, “For box-type containers, the cubic foot capacity 

of the items is apportioned to rate categories based on measured cubic feet per 

rate category (CUFTTTOTCUFT). For items such as bundles, 1oos.e parcels, and 

loose Express items no expansion beyond measured cubic feet is made.” 

Measured cubic feet is not directly recorded by the data collector. The data 

collector records weight by rate category. This weight, when converted using a 

density factor, yields measured cubic feet. 

56 
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FGFSA’LJSPS-T2-36. 

Please refer to LR-H-82, program TRACS.EXPAND.HW.PQ*96.CNTL(HWYl). 

a. It is stated that “the objective of the program is to expand the sample 
containerized mail up to the container level.” Please explain whether this program adds 
any empty cube (e.g., in partially filled containers) to the actual cubic feel: that were 
measured or counted in the sampling process. If this is not what occurs >with this 
program, please explain fully what is meant by the phrase “expand the sample up to 
the container level.” 
b. Please define and describe the 7 variables contained in the datasst 
TRACS.EXPAND.HWY.PQ’96.DATA(CONTAlNR). 
C. What do the observations in the dataset 
TRACS.EXPAND.HWY.PQ’96.DATA(CONTAINR) consist of; i.e.., what informafion do 
they contain? 
d. From the dataset TRACS.EXPAND.HWY.PQ’96.DATA(CONTAlNR), how can 
one determine the total weight and cubic feet of containerized mail assigned to each 

“rate category at this stage of the expansion process? 

Response: 

a. The cubic feet of the items in the container are expanded to represent the total 

cubic feet of the container in proportion to their cubic feet. Actual empty space 

within the container itself is not explicitly calculated and applied, but it is 

accounted for. For example, let’s say that a flat tray contains items representing 

two different classes of mail within it. After the recorded weight of each group of 

items has been converted to cubic feet by applying the appropriate mailcode 

density factor, let us assume that the total cubic feet of items of mailcode A are 

0.5 and the total cubic feet of items of mailcode B are 2, for a total of 2.5 cubic 

feet of mail. Also, assume that the standard cubic feet of a flat traly is 4. Then, 

after this program, the cubic feet of mailcodes A and B are as follows: 

CUFT A = (0.5 I2.5) l 4 = 0.8 tuft 
CUFT B = (2 I2.5) l 4 = 3.2 tuft 
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b. 

C. 

d. 

The seven variables are TESTID (test identification code), CONTNO (container 

number), MAILCODE (TRACS rate category), FCODE3 (facilty code), CUFT 

(cubic feet), -TYPE- (SAS system variable indicating numeric variables), and 

-FREQ- (SAS system variable indicating the number of observations going in to 

the MEANS procedure). 

The observations contain the cube of each subclass in each container. 

The total cubic feet assigned to each rate category at this stage of the expansion 

process is contained in the variable CUFT. Weights are not included in this 

dataset. 
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FGFSAIUSPS-T2-37. 

Please refer to LR-H-82, program 
TRACS.EXPAND.HWY.PQ’96.CNTL(HWYI). Under “action of program,” for lines 105- 
110, it states that the program “merges in standard rate category density falctors.” and 
for lines 126-134 it “merges in standard item cubic feet.” 

a. Please explain the source of the standard rate category density factors 
contained in or used by this program. 
b. Does this TRACS program incorporate and use the different cube-weight 
relationship results for Intra-BMC, Inter-BMC and DBMC? If not, please explain why 
these different cube-weight relationships are not used. 
C. Does the TRACS program TRACS.EXPAND.HWY.PQ’96.CNTL(HW’I) contain 
separate standard rate category density factors for Bufk Small Parcel Service and other 
third-class mail? If so, please provide those factors. 
d. What is the source of the “standard item cubic feet” that are merged in? 
e. What are the standard item cubic feet for (i) parcel post, and (ii) BSPS, or bulk 
small parcels that weigh less than 16 ounces? 

Response: 

a. Please refer to my response to FGFSAIUSPS-T-2-35. 

b. No. TRACS uses a single density for Fourth-Class Zone-rated Parc.el Post, 

whereas Exhibit USPS-6B separates parcel-post into a finer level of detail 

corresponding to the rate categories. Please refer to witness Hatfield’s response 

to FGFSAJUSPS-T-16-6 and to my response to UPS/USPS-T2-1. 

C. As previously stated, Bulk Small Parcels are Fourth Class Parcels, not third- 

class. TRACS has a separate density for Bulk Small Parcels and separate 

densities for third-class rate categories. Please refer to USPS-H-82, 

TRACS.EXPAND.HW.PQ’96.CNTL(HWl), Program Log, Lines 20-63 for the 

density factors by mailcode used by TRACS. 

d. The standard item cubic footages come from the Container Methods Handbook. 
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e. Standard item cubic feet are the cubic footages of container item types (letter 

trays, flat trays, etc.), not of subclasses. 
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FGFSAIUSPS-TZ-38. 

Please refer to LR-H-82, program TR4C.S.EXPAND.HWY.PQ’D6.CNTL(HWY2). 

Please define the ten “loose items” as used by this TRACS program. 
Are bed-loaded pieces of parcel post considered to be loose items? 

C. Are sacks of BSPS (i.e., small, under 16 OZ. parcels) that are loaded (i) on top of 
bed-loaded parcel post, or (ii) on top of OTR containers considered to be loose items? 
d. From the dataset TRACS.EXPAND.HM.PQ’D6.DATA(LOOSE), how can one 
determine the total weight and cubic feet of loose items assigned to each rate category 
at this stage of the expansion process? 
e. Assume that a TRACS sampler has recorded some pieces of parcel post as 
being bed-loaded on an Intra-BMC truck. How, and in what way, would the weight and 
cubic feet assigned to those parcels by this expand program differ from the actual 
weight and cubic feet of those parcels as recorded by the TRACS sampler? 

Response: 

a. Loose items are non-containerized pieces. 

ti. Yes. 

C. Sacks are a distinct item type and are not loose items. In example (i) the data 

collector would consider it part of the loose items on the floor but would sample 

its contents just like any other item (i.e., letter tray). In (ii), it is difficult to imagine 

that a sack would be on top of an OTR without actually being in it since OTRs 

are open. Therefore, the data collector would treat the sack just like any of the 

other item types within the OTR (other sacks, trays, loose items) and sample the 

container accordingly. 

d. The variable TOTCUFT contains cubic feet of loose ttems at this stage of the 

expansion process. The variable TOW contains the weight of 1oose kerns at 

this stage of the expansion process. 
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e. As stated in the documentation for expansion program HWY2, ” For items such 

as bundles, loose parcels, and loose Express items no expansion beyond 

measured cubic feet is made.” 
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FGFSAIUSPS-1239 

Assume that there are two identical parcels, with the same weight, dimensions, 
cube, origin and destination, and that these two parcels are transported in Intra-BMC 
transportation in the same vehicle on the same route, but on different days, and that 
both parcels are sampled under TRACS at the same destination. At destination the 
TRACS data reflects that, for the day 1 trip the truck was 0% empty, and for the day 2 
trip the truck was 50% empty. 

Please confirm that, in the TRACS program:: 

a) The computed cubic feet for each of the two parcels will be the same. 

b) In the expansion process different factors are taken into account for each parcel 
to reflect the different empty percentages. 

cl The expanded cubic feet for each of the two parcels will be different. 

d) The expanded cubic feet of the parcel sampled on day 1 will be less than the 
expanded cubic feet of the parcel sampled on day 2. 

4 The computed cubic foot miles for each of the parcels will be different. 

9 The computed cubic foot miles for the parcel sampled on day 1 will be less than 
the computed cubic foot miles for the parcel sampled on day 2. 

9) Fully explain how and why the expanded cubic feet for these two parcels will be 
different. 

hl If you do not fully confirm any of the above, please fully explain. 

Response: 

a. If computed cubic feet of the parcels refers to the weight times the density factor, 

confirmed. 

b-h. There are a great deal of factors that must be known about these ‘tests before 

these statements can be confirmed. For example, the containerization of the 

parcel would affect the expanded cubic feet, such as whether the parcel had 

been loose in the truck, in a sack in a wheeled container, loose in a container, 

and what other proportions of mail were in the container and trucks. The floor 

space occupied by the group of items from which the parcels were sampled as a 

percentage of the mail unloaded would also need to be known. 
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FGFSAIUSPS-T-2-40 

When a TRACS test is taken, the data collector records the percentage o’f floor space 
that was (a) already empty, (b) unloaded and (c) remaining afler unloading. 

4 Confirm that these are percentages of square feet of floor space. If you do not 
confirm, please explain. 

b) Confirm that the utilization figures which you identified in response to 
FGFSAIUSPS-T-13-30 are the averages for each quarter of the empty square feet as 
recorded by the data collectors. 

Response: 

a. Confirmed. 

b. Confirmed. 
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FGFSNUSPS-T-241 

To what extent are the trailers used in Intra-BMC and Inter-BMC vertically utilized? Are 
these trailers ever fully vertically utilized? 

Response: 

The typical trailer used in Intra-BMC and Inter-BMC transportation is 96” ,tall. A review 

of the survey data from the 1,233 FY96 Intra-BMC and 1,467 FY96 Inter-BMC TRACS 

tests in which mail was unloaded (and thus height measurements were taken inside the 

truck) has shown that, for the mail unloaded from the truck, the average height of the 

loaded mail (including wheeled containers which are approximately 72” tall) is 

approximately 65” for Intra-BMC, and approximately 64” for Inter-BMC. The higher 

vertical utilization for Intra-BMC is due to a higher occurrence of wheeler? containers 

relative to sacks, pallets, or bedloaded mail. There were four Intra-BMC TRACS tests in 

which a portion of the truck was vertically used up to 96”, and two Intra-BMC TRACS 

tests in which the entire truck was vertically used up to 96”. There was o:nly one Inter- 

BMC TRACS test in which a portion of the truck was vertically used up to 96”. 

65 



3311 

RESPONSE OF POSTAL SERVICE WlTNESS NIETO TO INTERROGATORIES 
OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSANSPS-T-244 

a) Do you agree that, under TRACS, the cost of a route is allocated to individual 
segments of a route? Please explain any disagreement. 

b) Is this allocation of costs to individual segments of a route simply a division of the 
joint cost of providing capacity over the entire route? Please explain any negative 
response. 

Response: 

(a) I do not agree. Please refer to my response to FGFSAIUSPS-T-2-13. 

@I Please refer to my response to’FGFSAIUSPS-T-2-13. 

68 
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FGFSAIUSPS-T-245 

Refer to your response to FGFSAIUSPS-TlG-15. There you state: The cost of a cubic- 
foot mile is determined for the whole contract, not for each specific leg. And The 
purchased capacity of a truck is a resource purchased for all the types of mail which 
use it, and empty space on a truck reflects the requirements of all the mail on that 
particular contract route. 

a) Explain why TRACS divides the joint cost of the route into segment costs and 
assigns complete responsibility for individual segments to the mail on that segment, 

b) Explain why the joint cost of the entire route should not be allocated to all mail 
using the route on that day. 

cl Explain why TRACS assigns responsibility for empty space on a particular 
segment of a route to the mail that was on the truck over that segment, rather than 
assign the empty space to the mail that caused the truck to be dispatched on the day 
when the sample was taken. 

d) Do you agree that it would be proper to average the empty space along each 
segment of the total route over all of the mail utilizing the truck on that day? 

Response: 

(4 Not applicable. Again, please refer to my response to FGFSMJSPS-T-2-13. 

(b) The cost per cubic foot mile reflects the costs of the entire contract. The cost per 

cubic foot mile is applied to all the cubic foot miles sampled by TRACS on that contract 

during the quarter. TRACS cannot sample all the mail on the contract during the entire 

year, so it must sample selected trips, segments, and days on a contract., producing a 

snapshot of the classes of mail which utilize the transportation resource, cubicifoot 

(4 TRACS samples only some destinations on a contract-route-trip, iand not likely 

on the same day, TRACS data collectors are trained to record and measure what they 

observe, not to speculate as to what specific subclass of mail “caused” a truck to be 

dispatched from a downstream facility which they are not located at. It is doubtful that 
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even the dispatcher at that facility could identify a container which “caused” a truck to 

be dispatched, let alone a specific subclass. There are so many factors both at the 

downstream and upstream facilities related to mail processing and transportation 

requirements that to even say that a specific subclass or even a group 0’1 mail caused a 

specific truck to be dispatched is speculative, at best. Instead, TRACS efstjmates the 

utilization of the purchased transportation resource, cubic-foot miles, by ‘the different 

classes and subclasses. By allocating the empty costs of the space to the mail on the 

segment which we sample, and by sampling different segments on different contracts 

over a period of time, the distribution keys will reflect that certain classes of mail (for 

whatever reason) travel on trips or segments which tend to be emptier. 

(d) I do not agree. Please refer to my answer to part (c). 
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FGFSAIUSPS-T-246 

Your response to FGFSAIUSPS-Tl6015 characterized TRACS as a measurement 
system 

a) Explain what is measured by the allocation of total route cost to individual 
segments of the route. 

b) Explain whether the measurement of individual segment costs is an accounting 
measure, an economic measure, or some other type of measure. Please include 
definitions of your terms. 

Response: 

a) and b) Not applicable. Please refer to my response to FGFSANSPS-T-2-13. 
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FGFSAIUSPS-T-247 

a) Confirm that, under TRACS, the distribution key is developed through the 
assignment of joint costs to individual segments of the route. If you do not confirm, 
please explain. 

b) Do you agree that a reasonable distribution key would reflect actual utilization of 
the Intra-BMC capacity over the entire route? Please explain any negative response. 

l-4 Do you agree that distribution keys developed under a and b above would be 
significantly different? 

Response: 

4 Not confirmed. Please refer to my response to FGFSAJUSPS-T-2-113. 

b) I do not agree. If TRACS sampled every route-trip-segment under a contract, 

then we could reflect the actual utilization of the intra-BMC capacity over the entire 

route. The distribution key would then reflect actual utilization over the entire route. 

However, I do not feel that to sample every route-trip-segment on a contract is 

reasonable. 

4 I have not done any analyses on this subject. 
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FGFSAlUSPST248 
Assume that there are two identical parcel post parcels (each parcel being 1 ft x 2 ft x 1 
ft) , and each parcel having a weight of 20 Ibs.. Two of these parcels are placed in 
each of two trailers (40 ft. x 8 ft. x 7 ft.), for Intra-BMC transportation, ,and that both 
parcels are sampled at the place of unloading in the TRACS program. In trailer No. 1, 
the two parcels are placed on the floor of the trailer, side by side. In trailer No. 2, the 
two parcels are placed on the floor of the trailer, one on top of the other. No other mail 
is placed on top of the parcels in either trailer. 

a) Explain the computation to record the actual cubic feet of each parcel. 

b) Explain how the cubic feet of each parcel is expanded under the TRACS 
programs. 

cl How is the fact that the two parcels are stacked one on top of ‘the other, recorded 
in the TRACS sample data? 
d) If the one trailer is 10% empty at the time of the TRACS sampile, how does this 
affect the expanded cubic feet? 

4 If the one trailer is 50% empty at the time of the TRACS sample, how does this 
affect the expanded cubic feet? 

f ) Will the cubic feet of the two parcels be the same under each a) and b) above? 
If not, explain why there is a difference. 

Response to FGFSAIUSPS-T2-48: 

In order to provide an adequate response, we have made several simplifying 

-- All mail was loaded onto the truck at the stop preceding the test; 

- All mail was unloaded from the truck at th,e time of testing: and, 

-The two loose parcels comprise all mail in the item group “Other” (the other groups 

are ‘Wheeled”, “Pallets”, “Sacks” and “Express”) 

4 The formula for calculating cubic feet based on recorded sample weights can be 

found in HWY 1, PQIg6, on line 73 (and in similar locations for other quarters): 

(1) CUFT = WT l DENSITY, where DENSITY is a cubic feet-per-lb. factor for 

’ each rate category. 

In the case of a 20 lb. parcel, we have: 

CUFT = 20 Ibs. * 0.14253 (density factor for mailcode P) = 2.8506. 

1 
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b) Please note that the order of the calculations shown below is not exactly the 

same as found in the TRACS programs; we have presented them this way for purposes 

of simplicity. 

The first step in expansion is to calculate cubic feet from sampled weights, as 

shown above. Since we are dealing with loose parcels, there is no need for any 

expansion up to the sampled item level (as there would be for mail found in box-type 

containers or sacks), 

Next, the cubic feet of the parcels is expanded to match the utilization 

proportions of the particular group in the truck which corresponds to the sampled 

parcels. Loose parcels would be included in the group OTHER. This equation can be 

found in HWY 6, PQ196, line 50: 

(2) OFT = (CUFT/GRPCUFT) l OTHER, 

where CUFT has been calculated above in (1). 

GRPCUFT is the cubic foot sum for each item group on each Truck. and OTHER 

is the cubic feet calculated by expanding the percentages of floor space occupied by 

each item group of mail up to the truck’s capacity. 

To calculate the value of OTHER (Note:. this is a combinatiqn of more than one 

equation from TRACS programs): 

(3) OTHER = (CAPACITY * (% of floor space occupied by loose items) I 

TOTAL) l UNLOADED, 

where CAPACITY is the total cubic-foot capacity of the truck (40 l 8 l 7 = 2240 

cu. ft.), the percentages of floor space are recorded by TRACS data. collectors, 

TOTAL is the sum of the cubic feet unloaded for each of the 5 item groups, and 

2 

,~ 
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UNLOADED is the total cubic feet unloaded from the truck. (Notse: Since we are 

assuming that all mail is unloaded at the time of the test, TOTAL and UNLOADED take 

on the same value.) 

Assuming that if the two parcels are stacked, the floor space occupied is 1% 

(see response below to part c.). Then, OTHER = 2240 l 0.01 = 22.4 cu. ft. 

Thus, since GRPCUFT = 2.8506 + 2.8506 = 5.7012, the cubic foot sum of the two 

parcels, then for each parcel, CUFT = (2.850615.7012) l 22.4 = II.2 cu. ft. 

cl The difference would be found in the way that the TRACS data collector records 

the percentage of floor space taken up by each item group. If the parclels were stacked, 

a data collector would likely record that they take up 1% of the floor space. For 

comparison purposes, we will assume that the parcels side by side would be recorded 

as having taken up 2% of the floor space. 

d) If a truck has empty space on it, then TRACS does one last e,xpansion to the 

cubic feet to allocate the empty space across all the mail found on the truck. In this 

example, we use the percentage given in the question. The equations for allocating the 

empty space can be found in HWYIO, PQI 96, lines 36-41, which will #result in the final, 

expanded cubic feet data: 

(4) EMPTY = CAPACITY l Percentage of truck that is empty 

Here, EMPTY = 2249 l 0.10 = 224 cu. ft. of empty space 

(5) CUFT = CUFT + (CUFT/(CAPACITY - EMPTY)) l EMPTY 

Thus, CUFT = 1 I .2 + (I 1.2/(2240-224)) l 224 = 12.4 cu. ft. 

.e) The process and equations used to expand TRACS data and allocate empty 

space are identical to those described above, with the exception of a different amOUnt 

of empty space calculated in (5): 

(4) EMPTY = 2240 l 0.50 = 1120 cu. ft. of empty space 

(5) CUFT = I I .2 + (11.2/(2240-I 120)) l 1120 = 22.4 cu. ft. 

3 
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9 No. As described above in part d., TRACS data collectors would record different 

percentages of floor space occupied by the parcels in the two scenarios, which would 

necessarily vary the output of (4). and thus the result of the subsequent equations as 

well. 

4 
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FGFSAIUSPS-1249 
Please confirm that the amounts shown for PERCONT in the percentage of the 

container filled with items of the same item type. If you do not confim, please provide 
the correct terminology. 

4 Is the item type the same as mailcode? If not, please explain. 

b) Confirm that the cubic feet occupied by the sampled mail is expanded to the 
container level in EXPAND(HWY1) If not, where does this expansion occur? 

c) In the expansion to the container level, how is the amount shown as PERCONT 
taken into account? 
d) If the PERCONT is shown to be 55, will only 55% of the standard cubic feet of 
the container be taken into account? If not, please explain. 

Response to FGFSAIUSPS-T2-49: 

Confirmed with clarification. PERCONT is percentage of the container filled with items 

of the same item type, in whole numbers rather than decimal percentages. PERCONT 

may be recorded either relatively (i.e., sum of PERCONT within an item always adds up 

to 100%). or absolute& (i.e., sum of PERCONT within an item,can falls short of 100% 

by the percentage of the item that was empty). Due to subsequent normalization of 

cubic footages in the expansion to container size, this distinction is irrelevant since all 

relative proportions are preserved. PERCONT will be missing if the DCT recorded the 

distribution of item types within the container by quantities rather than percentages. 

4 Not confirmed. TRACS distinguishes numerous item types including envelope 

trays, half size envelope trays, flat trays, small parcel trays, CON-CONS. sacks, and 

loose mail pieces. When an item (such as an envelope tray) is selected for sampling. 

the Data Collection Technician (DCT) takes all mail from within that item and groups it 

by TRACS mailcode category (usually related to rate category for a c:lass or subclass of 

mail) for weighing and piece counting. 

b) Confirmed. 

d In cases where the DCT recorded the distribution of items fou’nd within a 

container in terms of percentages (rather than quantities of each itemtype), the variable 
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PERCONT is used in distributing the cubic feet of the container to the mailcodes found 

within the sampled item of each item type found in the container. 

Note that it does not matter whether the data collector records PERCONT as the 

percentage of the container filled by each itemtype (in which case PERCONT will not 

add up to 100 if the container is not full), or as the percentage of the full portion of the 

container for each itemtype (in which case PERCONT will add up to ‘100 regardless of 

empty space) because it is only the relative proportions that matter, as everything is 

normalized to add up to the size of the container in line 295. This is ako why it is 

irrelevant that PERCONT is a whole number rather than a decimal percentage. While 

all cubic footages are overstated by a factor of 100 after the calculation in line 278, the 

relative proportions are maintained and the cubic footages are normalized to add up to 

the size of the container in line 295. 

d) No. Please refer to my response above in FGFSPJUSPST2-4.9 (c). 

6 
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FGFSAIUSPS-TZ-50 
Please refer to the otr 1 records for TESTID 09306AG. Please confirm: 

a) 
b) 

ii. 
III. 
iv, 

cl 
i. 
ii. 
. 

Ill. 

iv. 

d) 
i. 
ii. 
. . 
Ill. 

iv. 

e) 

This sampling occurred at a BMC on an inbound movement. 
The sample from container no. 1 shows: 
i. The PERCONT was 55 
1 piece of mailcode P. having a weight of 7.1875 pounds 
The calculated cubic feet of the sample is 1.02444 cu. Ft. 
The expanded cubic feet, in EXPAND(HWYl), is 110.610. 

The sample from container no 2 shows: 
the PERCONT was 75. 
1 piece of mailcode P. having a weight of 1.3125 pounds 
The calculated cubic feet of the sample is 0.18707 cu. Ft. 
The expanded cubic feet, in EXPAND(HWY1) is 110.610 

The sample from container no. 5 shows: 
The PERCONT was 60. 
A piece of mailcode P, having a weight of 5.6875 pounds. 
The calculated cubic feet of the sample is 0.81065 cu. Ft.. 
The expanded cubic feet, in EXPAND(HWY1) IS 110.610. 

The combined expanded cubic feet for the three containers (l,, 2 &5) is 331.220 
_. 

CLl.tt. 

t) The combined cubic feet was further expanded, in EXPAND(HWYG), to a total of 
1.620 cu. Ft. 

i. explain why the 331.20 cu. Ft. was expanded to 1,620 cu. Ft. which is an 
expansion factor of 4.891. 

9) 1,620 cu. Ft. is the amount taken into account for these samples, after 
converting the cu. Ft. into cubic foot miles, in the determination of the distribution key. 

h) 
i. 
ii. 
.*. 
Ill. 

iv. 

1) 
i. 
ii. 
. . . 
III. 

iv. 

The sample from container no. 3 shows: 
The PERCONT was 70. 
1 piece of mailcode M. having a weight of 0.25 pounds. 
The calculated cubic feet of the sample is 0.01415 cu. Ft. 
The expanded cubic feet, in EXPAND(HWY1). IS 110.61. 

The sample from container no. 4 shows: 
The PERCONT was 80. 
1 piece of mailcode M, having a weight of 0.75 pounds. ’ 
The calculated cubic feet of the sample is 0.04244 cu. Ft. 
The expanded cubic feet, in EXPAND(HWY1) is 110.61. 

7 
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j) The combined expanded cubic feet for the two containers (3 8.4) is 221.220. 

k) The combined cubic feet was further expanded, in EXPAND(HWY6) to a total of 
1.080 cu. Ft. 
i. Explain why the 221.220 cu. Ft. was expanded to !,080 cu. Ft., which is an 
expansion factor of 4.862. 

1) 1,080 cu. Ft. is the amount taken into account for these sample, after converting 
the cu. Ft. into cubic foot miles, in the determination of the distribution key. 

m) Explain why the expansion factor used for mailcode P in different from the 
expansion factor used for mailcode M. 

Response to FGFSAIUSPS-TZ-50: 

4 

b) 

cl 

4 

Confirmed. 

i) Confirmed. 

ii) Confirmed. 

iii) Confirmed. 

iti), Confirmed. 

1) Confirmed. 

ii) Confirmed. 

iii) Confirmed. 

iv) Confirmed. 

9 Confirmed. 

ii) Confirmed. 

iii) Confirmed. 

iv) Confirmed. 

Not confirmed. The combined cubic feet of 3 containers each 110.61 cubic feet 

is 331.83 cubic feet, not 331.22 cubic feet. 

f 1 Confirmed. 
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0 It was recorded that the entire 2,700 cubic foot truck was full of wheeled 

containers, which were all unloaded. Five confainers were selected for sampling. For 

each container sampled, a data collection technician selected one item of each item 

type for sampling. All five containers contained only loose items, so cne loose item was 

sampled from each container. The loose items sampled from containers 1, 2, and 5 

were all mailcode ‘P’; thus the combined 331.83 ft3 (110.61 ft3 times 3 containers) of 

these three containers was assigned to mailcode ‘P’. The loose items sampled from 

containers 3 and 4 were both mailcode ‘M’; thus the combined 22122 ft3 of these two 

containers was assigned to mailcode ‘P’. The total cubic footage of all five sampled 

containers is 553.05. Since only wheeled containers were found on the truck, the mail 

found on the sampled containers is expanded to the entire 2,700 cubic feet of the truck. 

This is done in line 44-53, which, for wheeled containers, sets CUFT = 

(CUFT/GRPCUFT) * WHEELED. Inserting the appropriate numbers gives: CUFT = 

(331.83 / 553.05) + 2700. (WHEELED is equal to 2,700 because 100% of the truck was 

occupied by wheeled containers. 

9) Confirmed with clarification. 1,620 expanded cubic feet for mailcode ‘P’, 

multiplied by the miles traveled by these wheeled containers, multiplied by the cost per 

cubic foot mile of the contract, is what is used in determining the distribution key. 

h) i) Confirmed. 

ii) Confirmed. 

iii) Confirmed. 

iv) Confirmed. 

0 i) Confirmed. 

ii) Confirmed. 

iii) Confirmed. 

iv) Confirmed. 

9 
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j) Confirmed. 

k) Confirmed. For an explanation please refer to my above response to 

FGFSAJUSPS-T2-50 (f) (i). 

1) Confirmed with clarification. 1.080 expanded cubic feet for mailcode ‘M’, 

multiplied by the miles traveled by these wheeled containers, multipli’ed by the cost per 

cubic foot mile of the contract, is what is used in determining the distl-ibution key. 

ml The “expansion factor” for mailcode ‘P’ is not different from the expansion for 

mailcode ‘M’. Your calculation of the cubic feet of the three containers assigned to 

mailcode ‘P’, which you state to be 331.22 in question (e), and 331.20 in question (f). is 

slightly inaccurate. Using the correct cubic feet of 331.83 yields the same “expansion 

factor” for both mailcodes. 

10 
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FGFSAIUSPS-T2-51 
Please refer to the qtr 1 records for TESTID 09336BE. Please confin-n: 

4 This sampling occurred at a BMC on an inbound movement. And the vehicle was 
70% empty. 

b) Three containers were sampled, each having a piece of mailco’de P. 

4 The combined weights of the 3 sampled pieces was 16.6875 pounds. 
d) The combined calculated cubic feet of the sampled pieces was 0.99772 cu. Ft. 

e) The cubic feet for the samples was expanded, in EXPAND(HWY1). to 48.640 cu. 
Ft. for each sample, and, in EXPAND(HWY4) combined in the total of 145.920 
cu. Ft. 

9 The combined cubic feet was further expanded, in EXPAND(HWY1O) to a total of 
1,885 cu. Ft. 

g) The total of 1,885, afler being converted to cubic foot miles, is the amount taken 
into account in the determination of the distribution key. 

Response to FGFSAIUSPS-T2-51: 

4 Confirmed. 

b) Confirmed with clarification: One loose item was sampled from each of the three 

containers, and no other types of items (such as sacks or trays) were in the container. 

In each case the loose item selected for sampling was a piece of mailcode P. 

cl Confirmed. 

d) Not confirmed. The combined calculated cubic feet of the first two parcels is 

0.99772. The total calculated cubic feet for the three sampled parcelis is 2.37849. 

@I Confirmed. 

9 Not confirmed. In program EXPAND(HWYG), the cubic feet of the items and 

mailcodes in the group is expanded to represent the cubic feet occupied by the same 

group of items in the truck. For this test, wheeled containers represented all of the 

unloaded mail, or 30% of the floor space. The 30% is converted into cubic feet of 

capacity (2400’.30), or 810 cubic feet. The 145.92 cubic feet is expanded to represent 

all items in wheeled containers, or up to 810 cubic feet at this point. In 

11 
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EXPAND(HWYS), the data set containing the cubic feet information is assigned to 

either USPS.LASTLEG or to both USPS.CUBELEG and USPSLASTLEG. 

USPS.CUBELEG contains groups of items which were loaded onto the vehicle prior to 

one stop before the test destination. In this test, these wheeled containers were loaded 

onto the truck two facilities prior to the destination. There is one record in the 

USPS.CUBELEG database representing the segment of the origin to the stop prior to 

the destination, and one record in USPSLASTLEG representing the segment from the 

last stop to the final destination where the containers where unloaded. In 

EXPAND(HWYlO), empty space is assigned separately to these databases. For the 

USPS.CUBELEG segment, a proportion of the average empty space (EMPTYAVG) for 

all trips corresponding to the ACCOUNT-FACCAT group is assigned, as follows: 

CUFT=CUFT+(CUFT/(CAPACITY-EMPTY))’EMPTY 
CUFT=810 + (810/(2700-1489.90))‘1489.90 = 1807.29 

where EMPTY is calculated as EMPTY=(CAPACITY’EMPTYAVG)/lOO. 

For the USPSLASTLEG, the equation is the same as above, except EMPTYAVG is 

replaced by EMPTY, the actual empty space observed by the data collector. The CUFT 

for USPS.LASTLEG is then: 

CUFT=810 + (810/(2700-1890))‘1890 = 2700.00 

Please note that these total CUFT are not combined. Miles are first assigned to the 

segments separately, and then the CFMs are combined. 

9) Not confirmed. As discussed in part f., the CFMs as arrived at are the amount 

which cost per cubic foot mile is applied to in order to calculate the distribution 

key. 

12 
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FGFSPJUSPS-T2-52 
Please refer to the atr I records for TESTID 09336JM. Please confirm: 

a) 
b) 
c) 
d) 

4 

f 1 

9) 

h) 
9 

j) 

k) 

This sampling occurred at a BMC on an inbound movement. 
The sampling included a piece if mailcode U having a weight of 0.5 pounds. 
The sample mailcode U had a calculated cubic feet of 0.04870. 
When expanded in EXPAND(HWY1) this sample is shown to have cubic feet of 

0.006. 
i. explain why the calculated cubic feet is greater than the expanded cubic 

feet. 
When further expanded in EXPAND(HWY6) this sample is shown to have cubic 
feet of 0.06. 
The expansion of cubic feet from 0.006 to 0.06 reflects an exp,ansion factor of 
10. 
The sampling included 183 pieces of mailcode M having a weight of 8.125 
pounds. 
The sampled mailcode M had a calculated cubic feet of 0.45974. 
When expanded in EXPAND(HWY1) this sample is shown to have cubic feet of 
49.340. 
When further expanded in EXPAND(HWY6) this sample is shown to have cubic 
feet of 541.54. 
The expansion from 49.340 to 541.54 reflects an expansion factor of 10.97 

Response to FGFSA/USPS-T2-52: 

.a) Confirmed. 

b) Confirmed. ‘U’ was one of three mailcodes found in the flat tray sampled from the 

fourth container. 

cl Confirmed. 

4 Confirmed. 

1) It appears that the data collector recorded 2 flat trays alnd 85% loose 

parcels, which is an unanticipated combination of a number of items and a 

percentage. This resulted in the cubic feet of flat trays being interpreted as taking 

up only 2% of the container. Normalization to the cubic feet of the container 

13 
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resulted in the reduction of the cubic feet of these flat trays to 2% of the cubic 

feet of the container. Property accounting for instances when data collectors 

recorded such unanticipated combinations has a small impact on the distribution 

keys. Re-running PQ 1, FY 1996 with this corrected resulted in no changes to 

the distribution keys more significant than the third,decimal place. Library 

Reference H-288, filed on October 1, 1997, shows the results of that analysis. 

e) Confirmed. 

f 1 Confirmed. 

9) Confirmed. Container #2 (An ERMC, dimensions 49” x 29” x 70”) was 20% full 

and contained nothing but sacks. The sampled sack contained 183 pieces of mailcode 

‘M’, which in sum weighed 8.125 Ibs. 

h) Confirmed. 

0 Confirmed, assuming “this sample is shown to have a cubic feet of 49.340” 

refers to the sample of mailcode ‘M’ from container #2. As ‘M’was the only maifcode 

found in the sack sampled from container #2, and container #2 contalined only sacks, 

mailcode ‘M’ is assigned the entire 49.340 ft3 of the container. 

j) Confirmed. 

k) Confirmed that 541.54 I49.34 equals approximately 10.97. It Iis only appropriate 

to call this an “expansion factor” if it is understood that this “expansion factor” is based 

on numerous elements including the size of the truck, the portion of the truck containing 

wheeled containers, and the mix of wheeled containers unloaded from the truck. 

14 
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FGFSAIUSPS-TZ-53 
Please refer to the qtr 1 records for TESTID 70786RJ; 

a) The number. 9 is recorded as SETASIDE. Explain what this refers to. 

b) The sample data is recorded and expanded as follows: 
Mailcode Freq Calc Expanded 

CU.ft. cu.ft. 
s 1 0.056 480. EXPAND(HWY1) AND (HWY6) 
s 3 3.353 1,112.80 (HWYG) 
cl 2 0.239 79.83 www 
P 1 1.470 487.83 www 
J 2 2.512 240. www 

c) Explain why the expansion factor for each mailcode is different. 

Response to FGFSA/USPS-T2-53: 

4 “SETASIDE” refers to various containerized and non containerized item types 

that are “set aside” for sampling as a truck is unloaded, and does not represent a 

quantity or any other value used in mathematical calculations. The prmary “SETASIDE” 

codes are shown below: 

1 BMC-OTR 
2 ERMC 
3 GPCIGPMC 
4 HAMPER 
5 WIRETAINER 
6, 10 POSTAL PAK 
7 OTHER CONTAINER 
8-9 NON-CONTAINERIZED 

The significance of the number ‘9’ is that the item in question was non-containerized, 

i.e. a loose bedloaded item. 

bl FGFSA has not posed a question with this subpart. 

cl 
. 

The “expansion factor” from calculated cubrc feet to cubic feet expanded to the 

truck level will vary between floorspace utilization categories (WHEELED, SACKS, 

PALLETS, EXPRESS, OTHER), but not within those categories. For example, in the 



3331 

.RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 
OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

table in part b) of this question, we have mailcode ‘S’ appearing twice. The first time it 

is sampled from a wheeled container, and the second time it is sampled as a loose 

item. Because the cubic feet of mailcodes are expanded up to their container level, and 

the container type is not always the same, there may be a difference iln the expansion 

factor for mailcodes in different container types. These containers are then expanded 

to the cubic feet of their floorspace utilization categories (WHEELED, :SACKS, 

PALLETS, EXPRESS, OTHER), and there will be different expansion factors for each 

of these categories. Any slight difference observed within the same category can be 

attributed to rounding error. 

16 



3332 

RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 
OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSMJSPS-T2-54 
Please provide, for each quarter in FY 1996. the TRACS data for account 53127, bound 
1, account 53127. bound 2, and account 53131 showing for each mailcode the total 
number of pieces sampled, the weight of those pieces and the calculated cubic feet of 
those pieces. 

Response to FGFSAJUSPS-TZ-54: 

Please refer to LR-H-288, filed October 1, 1997 for this information. 
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FGFSA/USPS-T2-55 
Please refer to Library Reference H-84. On CD 4 for PQl there can be accessed the 
file named: TRACSSMN.Z.HIGHWAY.PG’96.SURVEY.TEXT which is on the CD as 
\RATECLAS\TRACS\HIGHWAY\SURVEnPQ’96- SU.DAT. However for PCs 
2, 3 & 4, 1996, these files exist in the HIGHWAY directory, but not in ,the SURVEY 
directory, at least not in the format expected by the SAS programs. Please provide 
format directions to access these files for the three postal quarter, or provide whatever 
instructions or information necessary to do so. 

Response to FGFSAIUSPS-T2-55: 

The three files referenced above were inadvertently left in their native mainframe 

EBCDIC format as opposed to PC ASCII format. The SAS modules SASlACCESS and 

SASKONNECT would be required to read these files on a PC. Please see the attached 

floppy disk, LR-H-288, for the compressed “ZIP” file SURVEY96.ZIP. which, once 

“unzipped”, will produce these three files in ASCII format. 

16 
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FGFSAQJSPS-T-13-11 
Page 1 of 1 

FGFSALJSPS-T-13-11 
Provide the volume profile - pieces, weight and cubic feet -of each class and 

subclass of mail using the purchased capacity, by type of Contract Route for the fiscal 
year covered by your analysis. 

Response to FGFSAKJSPS-T-13-11. 

This information is not collected nor does it exist. Please refer to Docket No. R90-1, 

USPS Witness Rogerson’s Response to FGFSA-USPS-T-1 l-26, Tr. 5 I p. 1297. Total 

piece and weight volume information for the classes and subclasses of mail is available 

from the Revenue, Pieces, and Weight System (RPW) in USPS-T-l, p. 8-15. 

TRACS was developed in response to a need to provide estimates of the purchased 

transportation costs for each of the different contract types to be distributed io the various 

classes and subclasses of mail. It is my understanding the prior to the introduction of’ 

TRACS, purchased transportation costs were distributed on assumptiolis and speculation 

rather that observation. In R90-1, the Commission deemed TRACS “a major 

improvement” compared to the previous method of distributing costs to the various 

subclasses of mail. (PRC Op. R90-1, 111-154-162.) 
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FGF~SAIUSPS-T-13-17 
Page 1 of 1 

FGFSAIUSPS-T-13-17 
Quantify - pieces, weight and cube - added to the highway transportation network 

as a result of the efforts of the Postal Service to divert First Class Mail, ;as well as other 
preferential mail. Quantify by type of surface transportation - lntra SCF, Inter SCF, lntra 
BMC and Inter BMC. 

Response to FGFSAIUSPS-T-13-17. 

See response to FGFSAfUSPS-T-13-11; volume information on the mail which is actually 

transported on the various types of surface transportation is not collected. Assuming that 

“divert” in this interrogatory refers to diverting mail from the air to the ground, a 

comparison of the distribution keys of air and highway might indicate if l.here was an 

increase in the percentage of highway costs of First-Class Mail and a decrease in the 

costs of First-Class Mail on air transportation, but this comparison is no: particularly 

helpful because of the myriad of oth& factors that affect the costs distributed to one 

particular class of mail. For example, volume growth in one class relative to another class 

of mail would also contribute to a higher percentage of costs distributed to a particular 

class of mail, and it would be impossible to separate these effects from those of diversion 

of the mail. TRACS reflects all the effects that lead to higher or lower distribution keys, but 

does not speculate on the cause of these differences. 
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FGFSAIUSPS-T-13-20 
Page 1 of 1 

FGFSALJSPS-T-13-20 
Provide the actual mail volumes transported in each of the 5 contract types listed 

in your Table 3 in 1990 and 1996. 

Response to FGFSAIUSPS-T-13-20. 

Please see response to FGFSALISPS-T-13-11 
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FGFSALJSPS-T-13-25 
Page 1 of 1 

FGFSAIUSPS-T13-25. 
Where there is an imbalance between the out-bound mail volume and the in-bound mail 
volume, a portion of the capacity on the in-bound, or backhaul, movement will be empty. 
Do you believe that an empty backhaul is merely a part of the cost of the out-bound haul? 
(a) Do you believe that, if the out-bound haul vanes with volume, that the backhaul 
similarly varies with volume and is attributable to the same volume changes that caused 
the changes in the costs of the out-bound haul? Please explain your amswer. 
(b) Has there been a change in the volume of mail for the in-bound haul (that is, for lntra 
BMC transportation, the haul to the BMC) due to the changes in the pattern of mail entry 
points to take advantage of destination entry discounts? If so, quantify the change. 

Response to FGFSAIUSPS-T13-25b. 

As discussed in FGFSAJUSPS-T-13-11, information on the total volume of mail traveling 

on any type of transportation does not exist. However, it is my understanding that Billing 

Determinants, which are filed annually at the Postal Raie Commission do provide 

information on the volume of the different rate categories of the classes and subclasses 

of mail (such as intra-BMC, inter-BMC, DBMC for parcel post) and comparing the current 

volume of each of these rate categories as a percentage of the total for ‘the subclass to 

the volumes of the rate categories in the subclass prior to the introduction of dropshipping 

may provide insight into this question. 
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FGFSA’USPS-T-13-30 
Page 1 of 1 

FGFSAAJSPS-T13-30. 
In Docket No. R80-1, the Postal Service said that excess capacity is caused by a 
complex set of factors, including irregularity of demand, inflexibilities in the supply of 
transportation and intermediate stops on routes. (USPS-T-6, pp. 17-18, cited at 7 0408 in 
the Op. & RD.) 
a. To your knowledge, does the Postal Service continue to have unused capacity on 

its highway trucks much of the time? Please explain any negative answer. 

Response to FGFSAIUSPS-T13-30. 

a. TRACS utilization figures (USPS-LR-H-82, pp.2398,2402,2406,2410) show that 

on average there is empty space on all types of movements. However, I have not 

examined the frequency with which empty space occurs. 
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FGFSA’USPS-TI 6-q 2 
Page 1 of 2 

FGFSAIUSPS-T16-12. 
In Docket No. 96-3. the response to OCAIUSPS-39(2), under Data Collection, stated that 
*[t]he following were added to TRACS since FY 93: 

LL- Fourth class BSPS (Bulk Small Parcels) 

a. 

b. 

Please define Fourth-class BSPS as used in the TRACS data collection system 

Explain how Fourth-class BSPS differs from third-class BSPS. and how TRACS 
data collectors distinguish between the two. 

C. Provide references to all instructions given to TRACS data collectors regarding 
criteria and definitions pertinent to entering data under the code “LL - Fourth-class 
BSPS.” If the TRACS instructions are not on file as a library reference, please 
provide. 

Response to FGFSAJUSPS-T16-12. 

a. Bulk small parcels was a proposed parcel post subclass that never became 

official.-The bulk small parcels study began in PQ3 of FY94. and involved five parcel 

mailers endorsing Fourth-class Parcel Post weighing between one and five pounds with 

a special BSPS insignia for identification by USPS data collectors (some mailers were 

lenient in their adherence to this weight range). The resulting information was to have 

been used to help estimate the costs for a subset of smaller parcels. BSPS was 

incorporated into USPS data collection systems effective PQI of FY95. The data were 

too sporadic and insufficient to conclusions to be drawn about the relative costs of such 

parcels. BSPS was removed from TRACS with Classification Reform I. 

b. Bulk Small Parcels were only a type of Fourth-Class Parcel Post,, not Third 

Class. Data collectors never had to distinguish Third-class BSPS because Third-class 

BSPS never existed. 
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FGFSAIUSPS-T16-12 
Page2of2 

C. TRACS data collectors were notified of the Bulk Small Parcels study through a 

“text message” (Le.. a field memo), which is no longer available. The text message 

instructed data collectors to classify Fourth-class parcels bearing the ESPS insignia 

under the Fourth-class BSPS mail code added to the CODES data collection software 

in the FY95 update. The CODES software also had a built-in check which allowed only 

those Fourth-Class parcels weighing between one and five pounds to be entered as 

Bulk Small Parcels. No other aspects of data collection I data entry were affected by the 

Bulk Small Parcels study 
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FGFS&USPS-Tl6-13 
Page 1 of 5 

FGFSAIUSPS-T16-13. 
Please refer to LR-H-82. program TRACS.EXPAND.HWY.PQ’95.CNTL(H!&‘Y6) 

a. Explain how and to what extent this program “adjust[s] measured cubic feet to 
match utilization proportions.” In your response, please define the term “utilization 
proportions” as used here. In your answer, explain whether.utilization proportions 
refers to capacity of the truck or something else. 

b. Please provide a plain language, non-technical explanation of how this program 
“expands the cubic feet to match the utilization proportions.” Explain fully what is 
meant by the term “expands.” 

C. Assume that 25 percent of the capacity of an OTR container was taken up by a 
single subclass of mail. and the remainder of the container is empty. By how much 
would this program expand the cubic feet of mail in that subclass? If the 
information given here is not sufficient to provide an answer, please provide 
indicate all additional information that is required. 

d. Assume (i) that 60 percent of the capacity of an OTR container was taken up by 
two subclasses, (ii) that two-fifths of the mail in the container was Subclass 1, 
(iii) the remaining three-fifths was Subclass 2. and (iv) and the other 40 percent of 
the container is empty. By how much would this program expand the cubic feet of 
mail in each subclass? If the information given here is not sufficient to provide an 
answer, please provide indicaie all additional information that is required. 

e. What is the rationale for assigning empty capacity in containers in proportion to the 
mail that is actually in the container? That is, why is mail in a container charged for 
mail d in the container in orooortion to mail.in the container? 

Response to FGFSAIUSPS-Tl6-13. 

a. and b. The adjustment of measured cubic feet to match utilization prgportions 

means the expansion of sampled containers to the entire group of like Icontainers. This is 

best described by example. When a TRACS test is taken, the data colilector records the 

percentage of the truck floor&ace that was already empty, the percentage that was 

unloaded, and the percentage of the truck that remained full after unloading. Unloaded 

3 
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mail is further broken out into categories WHEELED”, “PALLETS”, “SACKS”. “OTHER”, 

FGFSAJUSPS-T16-13 
Page 2 of 5 

and “EXPRESS”. So a data collector might hypothetically record: 

EMPTY: 25% 

REMAINING: 25% 

UNLOADED: 50% (25% wheeled, 20% pallets, 5% sacks, 0% other, 0% Express) 

After convefiing these utilization proportions to cubic feet (in a 2400 cubic foot truck): 

EMPTY: 

REMAINING 

UNLOADED: 

600 cubic feet 

600 cubic feet 

1200 cubic feet (600 cubic feet of wheeled containers, 

480 cubic feet of pallets, and 

120 cubic feet of sacks). 

Note that two dimensional floorspace percentages are converted to three dimensional 

cubic footages. Thus, the empty space from each item group to the ceiling is distributed to J 

that item group. 

The unloaded mail in this example might hypothetically be nine ERMC’s (Eastem Region 

Mail Containers), four pallets, and a pile of bedloaded sacks. Suppose that the data 

collector samoled four of the nine ERMC’s. An ERMC is approximately 50 cubic feet in 

4 
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actual size. Suppose the firs! two sampled ERMC’s held only sub-class A; the third 

FGFSANSPS-TlG-13 
Page 3 of 5 

sampled ERMC held only sub-class B, and the contents of the fourth sampled ERMC 

were 50% sub-class A and 50% sub-class C. Thus the following cubic feet would be 

assigned to the sampled mail after the sampled mail was expanded to the container level: 

A B C 
ERMC 1 50 ft*3 (100%) 
ERMC 2 50 ft”3 (100%) 
ERMC 3 50 ftA3 (100%) 
ERMC 4 25 ftA3 (50%) 25 ft”3 (50%) 
Total 125 ftA3 50 ftA3 25 ft”3 

At this point, program HW6 adjusts measured cubic feet to match utilization proportions. 

The utilization proportion from above, for wheeled containers, is 600 cubic feet. The four 

sampled ERMC’s only account for 200 actual cubic feet (125 to A, 50 ‘to B, and 25 to C). 

The adjustment expands from 200 to 600, thereby distributing the cubic feet of the non- 

sampled wheeled containers to the mail found in the wheeled containers, and distributing 

the empty space above the wheeled containers to the mail found in the wheeled 

containers. 

Lines 44-54 in program HWY6 distribute the 600 cubic feet of the truck that are occupied 

by wheeled containers, to the mail codes based on the 125150125 ratio. The new cubic 

footages for mailcodes A, B, ‘and C are 375, 150, and 75, respectively, which add up to 

the 600 cubic feet of the truck that are distributed to wheeled containers based on the 

5 
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percentage of the truck floorspace covered by wheeled containers. The same process is 

FGFSALJSPS-TIC?-13 
Page 4 of 5 

done for pallets. sacks, loose Express Mail, and loose other, so that in the end the entire 

1200 cubic feet “unloaded” from the truck is distributed to the mailcodes sampled 

C. Program HVVYG does not expand mail within containers to the container level 

Program HWY6 expands sampled containers to the entire group of like containers 

(wheeled. sack, pallet, etc.) Sampled containerized mail is expanded up to the container 

level in program HWYI. In your hypothetical. if an OTR contained only one sub-class, 

program HVVYI would expand distribute the entire cubic feet of the OTR to that one sub- 

class 

d. Program HWY6 does not expand mail within containers to the container level 

Program HWY6 expands sampled containers to the entire group of like containers 

(wheeled, sack, pallet, etc.) Sampled containerized mail is expanded up to the container 

level in program HWYI. In your hypothetical, which purported an OTR 40% empty, 24% 

subclass 1, and 36% subclass 2, these subclasses would be expanded in program HWYI 

to the container level, distributing 40% of the cubic feet of the OTR to subclass 1, and 

60% of the cubic feet of the OTR to subclass 2. Note that these percentages are your 

sub-class proportions percentages within the filled portion of the OTR. 

e. Please refer to my response to FGFSAJJSPS-T-16-14. As discussed in the 

example of the wiretainer, the mail in the container all contributes to the ,wiretainer being 

filled to its load capacity of 75% of the cubic feet. No other mail can be loaded into the 

container because of the mail that is already in there. Therefore, that mail must bear the 
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full costs of that container. Also, in a case where there was some mail which was not 

FGFSNUSPS-TIG-13 
Page 5 of 5 

ready for dispatch that resulted in a less than full container being loaded onto a truck 

rather than being held until the mail was ready, it is likely that the mail in the container had 

to be dispatched to meet its service standards. Even if you were to assume that the cost 

of the empty space in the container was caused by mail m in the container, it would be 

infeasible and speculative to determine exactly what subclasses and amount of mail had 

not been ready for dispatch at that time. TRACS is a measurement system - data 

collectors are trained in measuring and recording proportions of mail in the truck. They do 

not speculate on the past in the mail processing facility 

7 
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FGFS,A’USPS-T16-14 
Page 1 of 2 

FGFSAIUSPS-T16-14. 
a. Please list each type of container, along with the cubic capacity, that the Postal 

Service uses for each Intra-BMC and Inter-BMC highway transportation. 

b. For each container type specified in response to preceding part a, indicate whether 
loading of the container is customarily confined to one subclass, even when the 
container is only partially full. 

C. If any containers are customarily restricted to one subclass, regardless of whether 
the container is only partially full, please explain the rationale for limiting to one 
subclass what can be put into a single container. 

Response to FGFSAUSPS-TG-14 

a. These are containers which may be used for inter-facility transporl:ation: 

Cubic Feet 
Container Weiqht Capacity Dimensions 
BMC-OTR 1500 Ibs. 110.61 
ERMC 1200 Ibs. 49.34 
GPCIGPMC 1200 Ibs. 48.65 
HAMPER a00 Ibs. 30.96 
WIRETAINER 2000 Ibs. 33.33 
POSTAL PAK 2200 Ibs. 80 

Hampers are generally not used for transportation to or from BMCs, however, there is a 

possibility that they can be found on inter-facility transportation. Hampers are also not to 

be loaded with full letter or flat trays. Please reier to LR-H-133, Handbook PO-502, 

Container Methods Handbook for more information on containers and container loading 

and unloading. 

b. and c, It is my understanding that there are no restrictions for the containers listed 

in part a. regarding a single subclass occupying a particular type of container. However; 

shape and containerization of the mail does affect the mix of mail within any container. 
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FGF‘SAIUSPS-T16-14 
Page 2 of 2 

This results from different mail processing streams within the facility for different shapes 

of mail. For example, loose parcels and sacks are processed through the facility 

separately, and there are separate nmouts from each of these processing streams which 

load into separate containers. The containers can then be unloaded directly into their 

respective processing streams at the receiving facility. A dispatch close-out time would 

likely necessitate loading one of these half-full containers onto a truck. ‘Other reasons for 

loading a partially empty container would be safety issues. For example, a wiretainer can 

only be loaded three-quarters full of NMOs. sacks, or bundles of circulars because the 

weight of these types to mail leads to inefficient handling and a greater risk of personal 

injury. 

. 



3348 
Response of United States Postal Service Witness Nieto to Interrogatories of Florida Gift Fruit 

Shippers Association (Redirected from Witness Hatfield) 

FGFSNUSPS-TIG-15 
Page 1 of 2 

FGFSMJSPS-T16-15. 
Explain the purpose, as well as the underlying rationale, for expanding the cubic feet 
occupied by mail in the TRACS sample up to the cubic capacity of the truck. If a causal 
relationship is asserted to exist between mail actually on a particular truck and empty 
capacity on that truck, please explain fully. If any principles of economics underlie the 
stated purpose or rationale, please list and describe each one fully. Finally, if any 
generally accepted accounting principles underlie the stated purpose or rationale, please 
list and describe each one fully. 

Response to FGFSANSPS-T16-15 

Because surface transportation capacity is jointly determined for all classes of mail 

using that transportation, determining the causality of every contract, trip, and leg of 

highway purchased transportation is not only infeasible, but would be highly speculative, 

The cost of a cubic-foot mile is determined for the whole contract, not for each specific 

leg. All the route trips, stops, and capacity are jointly determined by all the classes of mail 

which use the transportation, therefore the cost per cubic-foot mile of the contract is also 

determined by the joint requirements. Please refer to Witness Bradley’s responses to 

FGFSNUSPS-T13-25a, 27d, and 30~. 

TRACS is designed to provide statistically reliable estimates of the use of 

purchased transportation by the classes and subclasses of mail. The ptrrchased capacity 

of a truck is a resource purchased for all the types of mail which use it, and empty space 

on a truck reflects the requirements of all the mail on that particular contract route. When 

there is empty space on a truck, the mail which caused the truck to be dispatched at that 

particular time (rather than holding the truck until it was full) bears the costs of the truck 

Service standards and mail processing requirements (such as producing a steady ftow of 
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Response of United States Postal Service Witness Nieto to Interrogatories of Florida Gift Fruit 
Shippers Association (Redirected from Witness HaKeId) 

FGFSAiUSPS-T16-15 
Page 2 of 2 

mail across the day) of the mail traveling on the truck contribute to the empty space on 

vehicles. As discussed in my response to FGFSALJSPS-T16-13e, TRACS produces a 

snapshot in time of what classes of mail are found on the various types of contracts, and 

does not speculate onthe causality of empty space on a truck which may be caused by a 

variety of different factors. 

TP3ICS is a measurement system, not an accounting system. My background is 

not in accounting, no: does my testimony address the applicability of generally accepted 

accounting principles to TRACS. 

11 
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MHIUSPS-T2-3. For BY 1996 and TYAR 1998, please state your best (estimate of the 
percentage of utilization of overall capacity in the Postal Service’s domestic purchased 
highway transportation system, and explain fully how you arrived at thai: estimate 

: (including cross-references to other sources), and whether your estimate is based on 
floor space, cubic space, or some other measure. 

Response to MHIUSPS-T2-3. 

As part of TRACS, data collectors estimate the amount of empty floor space in a truck 

at the time a TRACS test is taken. However, since these tests can take place at any 

stop along a trip, the estimates reflect only the average utilization on the system at any 

given time across all different contracts, trips, and segments. Please refer to my 

response to FGFSAIUSPS-T2-12, part b. for the average highway capacity utilization 

figures for FY96. 

3 
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MHIUSPST2-4. Plea~se explain fully (with cross-references to sources) how (a) the 
cost of hauling empty equipment is distributed among subclasses, and (b) how unused 
space in loads containing more than one subclass of mail is distributed among those (or 
other) subclasses. 

Response to MHIUSPST2-4. 

(4 There are two kinds of empty equipment costs. The first is the #cost of highway 

and rail movements dedicated to the transportation of Mail Transport Erquipment. The 

treatment of these costs is described in Library Reference H-l, pp. 14..5 through 14-8. 

When empty containers are carried in highway and rail vehicles, these’costs are treated 

the same as empty space costs in TRACS. 

(b) Please refer to my response to FGFSNUSPS-T2-20 for a discussion of the 

allocation of empty space in TRACS. 
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MHIUSPS-T2-5. Wimreference to your testimony on p. 2: 
(a) Please explain fully the parameters that determine the amount to be paid under 
purchased highway contracts (e.g., per mile, per trip, per year, etc.). 
(b) Please state whether route information for all destinations on all trips under all 
highway contracts is available in NASS, and whether route costs for all highway 
contracts are listed in the accounting tiles. If not, why not? 
(c) Please explain fully how random selection of mail on randomly sele’cted contract 
route destination-days is likely to provide an accurate forecast of costs,. How are 
seasonal fluctuations accounted for? 

Response to MHIUSPS-T2-5. 

(4 Redirected to witness Bradley. 

@I Redirected to the Postal Service. 

(cl TRACS does not forecast costs, nor does it develop accrued costs in any 

account. TRACS develops a distribution key which distributes the accrued costs of the 

various types of highway transportation to the various subclasses of mail. Because 

TRACS samples a random selection of mail on randomly selected highway.movements 

over the course of each postal quarter, it produces a snapshot of the relative 

proportions of the classes of mail which use the various highway transportation 

services. 

e.. 

5 
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MHIUSPS-T2-6. With reference to your testimony on p. 3: 
(a) Please explain fully the parameters that determine the amount to be paid for freight 
rail transportation. 
(b) Please state whether information for all rail movements of mail are included in 
RMIS. If not, why not? 
(c) Please explain fully how random selection of mail on randomly selected rail vans is 
likely to provide an accurate forecast of costs. How are seasonal flu’ctuations 
accounted for? 

Response to MHIUSPS-T2-6. 

(a) Redirected to the Postal Set-vice. 

(b) Redirected to the Postal Service 

(cl TRACS does not forecast costs, nor does it develop accrued costs in any 

account. TRACS develops a distribution key which distributes the accrued costs of 

freight rail service to the various subclasses of mail. Because TRAC,S samples a 

random selection of mail on randomly selected rail vans over the course of each postal 

quarter. it produces a snapshot of the relative proportions of the classes of mail which 

use freight rail service. 

-. 
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MHIUSPS-T2-7. With reference to your testimony on p. 4: 
(a) Please explain fully the parameters that determine the amount to 5e paid under 
domestic air transportation. 

: (b) Please explain fully how random selection of mail on randomly selected flight days is 
likely to provide an accurate forecast of costs. 

Response to MHIUSPS-T2-7. 

(4 Redirected to the Postal Service. 

(b) TRACS does not forecast costs, nor does it develop accrued costs in any 

account. TRACS develops a distribution key which distributes the acc:rued costs of 

passenger and network air service to the various subclasses of mail. iBecause TRACS 

samples a random selection of mail on randomly selected flight-days over the course of 

each postal quarter, it produces a snapshot of the relative proportions of the classes of 

mail which use domestic and network air service. 

-.. 

7 
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MHIUSPS-T2-8. With reference to your testimony on p. 7: 
(a) Please explain fully the parameters that determine the amount to be paid for 
passenger rail service. 
(b) Please explain fully how random selection of mail on randomly selected train- 
segment days is likely to provide an accurate forecast of costs. 

Response to MHIUSPS-T28. 

(4 Redirected to the Postal Service. 

(b) TRACS does not forecast costs, nor does it develop accrued costs in any 

account. TRACS develops a distribution key which distributes the accrued costs of 

passenger rail service to the various subclasses of mail. Because TRACS samples a 

random selection of mail on randomly selected train-segment days over the course of 

each postal quarter, it produces a snapshot of the mail which uses passenger rail 

s&vice. 

e.. 
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MHIUSPS-T2-9. With reference to your testimony on p. 6, lines 3-6: “Previously, the 
Eagle and Western Network distribution keys were calculated on a cubic-foot mile 
basis. Consistent with the incremental cost methodology proposed in ‘this docket, the 
Eagle and Network distribution keys are now calculated on a pound-mile basis”. 
(a) Please confirm that the distribution keys for purchased highway transportation, 
freight rail transportation, and commercial air transportation are based on cubic-foot 
miles. To the extent you confirm, please explain why the distribution keys are not 
calculated on a pound-mile basis, and how this affects the accuracy of the cost 
distributions. 
(b) Please explain to the extent which, and the reasons why, the distribution key for 
passenger rail service is based on square-foot miles (as indicated in your testimony at 
p. 7 line 12) rather than cubic-foot miles or pound-miles. Please explain how this 
affects the accuracy of the cost distributions. 

Response to MHIUSPS-T2-9. 

(4 Confirmed for highway and freight rail, not confirmed for commercial air 

transportation. Cubic-foot miles continues to be the cost driver for highway and freight 

rail transportation, not pound-miles. Commercial air costs continue to be distributed on 

a pound-mile basis. 

0) The Postal Service pays for passenger rail sewice on a square-foot mile basis, 

therefore the distribution of these costs is based on square-feet miles rather than cubic- 

foot miles or pound-miles. It is more accurate to distribute the costs of a particular mode 

of transportation on the basis of cost incurrence than on some other b;ssis. 

-.. 
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OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAkJSPS-T2-1. Please refer to pages 21 and 25 of library referenc:e H-89. These 
pages describe data recoding that was performed for the city and rural carrier systems 
because of implementation of MC95-1 rate categories on July 1. 1996. Some third- 
class single piece mail was randomly recoded as third-class bulk rate to achieve 
consistency between PO 4 volumes for FY 1995 and FY 1996. 

a. 

b. 

C. 

d. 

Please explain whether it was necessary to randomly recode any of the TRACS 
data to adjust for implementation of the MC951 rate categories. 
Please explain whether it was necessary to randomly recode any of the TRACS 
data to adjust it to conform with data from other sources or with TRACS data for 
other time periods. 
If any random recoding process was implemented, please describe completely. 
Include the specific rules for random recoding, the programs used to randomly 
recode the data, the number of tallies affected by recoding, and the justification 
for the recoding used. 
If random recoding was not used, please explain why it was not needed to 
account for the changes implemented with the MC95-1 rate cal.egories. 

Response: 

a. No, it was not necessary to randomly recode any TRACS data ‘to adjust for 

implementation of MCg5-1 rate categories. 

b. No changes were made to the TRACS data to make it conform to data from any 

other data system or to TRACS data from any other time period. 

C. No random recoding was performed. 

d. There were no data problems in the TRACS data that would necessitate random 

recoding. 

1 
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OCAIUSPS-112-50. Please refer to your response (September 2, ‘1997) to 
POIR No. 2. question 1. 
a. Attachment 1 presents nominal Standard (B) Library rate (LR) unit costs. 

Show the derivation of the Segment 14 unit costs for each year, FY 1990 
through FY 1996. 
i. For each figure used in the derivation, provide a citation to source 

documents used and furnish copies of such documents if they are 
not already on file with the Commission. 

ii. State which postal data systems generated the information used to 
derive the segment 14 unit costs. 

b. Present the same information requested in part a. (including subparts i. 
and ii.) of this interrogatory for each of the remaining cost segments in 
Attachment 1 (for LR mail). 

C. In the last paragraph of your response, you conclude that: ‘Library rate 
costs, like Classroom, suffer from some instability due to the small volume 
and the nature of the IOCS sampling procedure.” Please adldress the 
same issues, i.e., 
i. “the small volume [of LR mail] and the nature of the . . . sampling 

procedure” with respect to the data systems noted in subpart a.ii. of 
the instant interrogatory (for segment 14); 

ii. the number of tallies involved in generating segment 14 costs for 
LR mail; 

. 
III. whether tallies ‘occufled] in proportion to volume” in segment 14 

data collection; 
iv. provide “tallies per dollar of unit cost” for segment 14 costs. 

Response to OCAIUSPS-Tl2-50. 

a. Answered by witness Degen. 

b. 

C. 

Answered by witness Degen. 

i. For segment 14 costs, the Transportation Cost Systern (TRACS) is 

used to allocate transportation costs to the various classes and 

subclasses of mail for the following components: Commercial Air, Network 

Air, Freight Rail, Passenger Rail, and Highway (Intra-SCF, Inter-SCF. 

Intra-BMC. and Inter-BMC). TRACS develops distribution keys to reflect 

the proportions of the subclasses of mail using that transportation. TRACS 
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samples various movements of transportation, and then takes random 

samples of mail from that movement. Low volume in a particular subclass 

would result in increased variance in the distribution keys since it is likely 

that fewer movements and fewer containers sampled would (contain 

Library Rate mail. 

ii. Answered by witness Degen. 

III. Answered by witness Degen. 

iv. Answered by witness Degen. 

2 
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OF UNITED PARCEL SERVICE 

UPS/USPS-TZ-1. Referring to page 2 of your testimony, and Library Reterence H-82 at 
page 4, please provide a complete description of the methodology, data collected, and 
results underlying the “Form 22 Density Study conducted in PQ4 of FY92” to establish 
density factors for different mailcodes. 

(a) Please explain why the cube-density relationships estimated by USPS witness 
Hatfield (USPS-T-16 at pages 12 to 14) are not applied in connection with parcel post 
observations in place of the linear relationship assumed. 

Response: 

Please refer to Do&et No. R94-1, USPS-LR-G-127 for a description of the 

methodology, data collected, and results underlying the Form 22 Density Study. 

(a) As Witness Hatfield explains in his response to FGFSMJSPS-T-16-6, the Form 

22 Density Study collects loaded density (as mail travels) rather than intrinsic density 

(actual cubic feet of a single piece of parcel post). TRACS uses the loaded density to 

reflect the way mail travels on the transportation, such that the cubic feet of space 

allocated to a particular class of mail reflects the empty space inherent in loading mail 

into containers. 

1 
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UPS/USPS-T2-2. Referring to Library Reference H-82, Exhibit 2. page 3. please define 
the meaning of the terms “inbound” and “outbound” with respect to the location of the 
sampling test and the identification of mail sampled. 

(a) What mail is sampled at an “outbound” test? Is it the mail offloaded at the 
destination facility or the mail unloaded at the originating facility? 

(b) How are the sampling sites for “outbound” tests determined? 

(c) How are “inbound” vs. “outbound” tests distinguished in the TRACS databases? 

Response: 

These definitions apply only to intra-SCF and intra-BMC contracts. For intra-SCF 

contracts, a specific contract route-trip is defined as inbound when the final destination 

(last stop) is an SCF. Otherwise, it is considered outbound. For intra-BMC contracts, a 

specific contract route-trip is defined as inbound when the final destination (last stop) is 

a BMC. For both of these contracts, any stop on an inbound or outbound route-trip is 

eligible for sampling. The designation of a route-trip as inbound or outbound does not in 

anyway affect the identification of the mail sampled. 

(4 The mail sampled for all highway tests is the mail offloaded at the destination 

facility. 

(b) Each of the inbound and outbound route-trips are further divided into route-trip 

segments (stops). For example, a route-trip that travels from an A0 to another A0 to an 

SCF would have two segments. One would be AO-AO, and the other would be AO- 

SCF. The route-trip-segments are then grouped by the destination facility type and 

2 
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bound, and sampled randomly according to their bound and destination facility type 

sampling percentages. Please refer to USPS-LR-H-78. p.3 for the highway sampling 

percentages. 

(c) The variable BOUND takes a value of 1 for inbound movements and 2 for 

outbound movements. 
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OF UNITED PARCEL SERVICE 

UPS/USPS-TZ-3. Referring to the TRACS highway expansion process described at 
page 4 of Library Reference H-82 [sic], please provide explicit formulas detailing each 
step of the process, from weight measurement of sampled pieces through expansion at 
the level of total highway cubic foot miles. 

Response: 

Assuming you are asking for formulas detailing each step of the TRACS highway 

expansion process described at page 4 of LR-H-78. please refer to the ISAS program 

code and accompanying documentation found in LR-H-82, “TRACS Highway 

Distribution Key Development Programs and Documentation”, beginning at Volume IV, 

p. 1. 

4 
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UPS/USPS-T24 Referring to the TRACS freight rail expansion process described at 
page 5 of Library Reference H-82 [sic], please provide explicit formulas, detailing each 
step of the process, from weight measurement of sampled pieces through expansion at 
the level of total freight rail cubic foot miles. 

Response: 

Assuming you are asking for formulas detailing each step of the TRAC,S freight rail 

expansion process described at page 5 of LR-H-78. please refer to the SAS program 

code and accompanying documentation found in LR-H-83, “TRACS Rail Distribution 

Key Development Programs and Documentation”, beginning at Volume I, p. 302. 



. 
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UPS/USPS-T2-5. Referring to the TRACS commercial air expansion process described 
at page 7 of Library Reference H-82 [sic], please provide explicit formulas detailing 
each step of the process, from weight measurement of sampled pieces through 
expansion at the level of all pound-miles flown on commercial air. 

Response: 

Assuming you are asking for formulas detailing each step of the TRACS commercial air 

expansion process described at page 7 of LR-H-78, please refer to the SAS program 

code and accompanying documentation found in LR-H-79, IRACS Air Distribution Key 

Development Programs and Documentation”, beginning at Volume IV, p. 384. 

6 



RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 
QF UNITED PARCEL SERVICE 

3366 

UPS/USPS-T2-6. Referring to the TRACS expansion process for the E:agle and 
Western networks described at page 8 of Library Reference H-82 [sic], please provide 
explicit formulas detailing each step of the process, from weight measurement of 
sampled pieces through expansion at the level of all network pound-miles. 

Response: 

Assuming you are asking for formulas detailing each step of the TRACS Eagle and 

Western Networks expansion process described at page 8 of LR-H-78, please refer to 

the SAS program code and accompanying documentation found in LR-I-I-81. “TRACS 

Eagle Distribution Key Development Programs and Documentation”, beginning at 

Volume I, p. 374. 



RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 3367 

OF UNITED PARCEL SERVICE 

UPS/USPS-T2-7. Referring to the TRACS Amtrak expansion process described at 
page 10 of Library Reference H-82 [sic], please provide explicit formula!s detailing each 
step of the process, from weight measurement of sampled pieces through expansion at 
the level of all Amtrak movements. 

Response: 

Assuming you are asking for formulas detailing each step of the TRACS Amtrak 

expansion process described at page 10 of LR-H-78, please refer to the SAS program 

code and accompanying documentation found in LR-H-81. 7RACS Eagle Distribution 

Key Development Programs and Documentation”, beginning at Volume II, p. 716. 

8 
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UPS/USPS-TZ-8. For the most recent FY 1996 accounting period, please provide all 
Forms IH-Highway. 1 R-Rail, IA-Air, and 2 (surface), or their equivalent in hard copy 
form, from the TRACS system. 

Response: 

The TRACS system is no longer a paper-based “forms” system. Data collectors enter 

data via laptop using the Computerized On-Site Data Entry Software (CODES). All data 

entered by the data collectors is contained in the following files submitted in electronic 

format as part of LR-H-84, “TRACS Data Files and Programs in Machine-Readable 

Format”. A hard copy equivalent of these files can be obtained by opening these files in 

a text editor and prnnting them: 

ORiGINAL FILEIZAYE LR-E-e4 CD-ROM NUMSER AND FILENAME 

TP.ACSSMN.Z.AIPl.CODES.PQl96.TEST Y4: \WITECLAS\TRACS\AIRl\CODES\PQ196.?ES 

TRACSSMN.Z.AIRl.CODES.PQ296.TEST Y4: \RATECLAS\TRACS\AIRl\CODES\PQ296.?ES 

TRACSSMN.Z.AIRl.COCES.PQ396.TEST 84: \RATECLAS\fRACS\AIRl\CODES\PQ396.?ES 

TRACSSMN.Z.AIRl.CODES.PQ496.TEST %4: \RATECLAS\TPACS\AIRl\CODES\PQ496.TES 

TRACSSMN.Z.AIR3.CODES.PQl96.TEXT X4: \RATECLAS\TPJvCS\AIR3\CODES\PQ196.TEX 

TRACSSMN.Z.AIR3.CODES.PQ296.TEXT (4: \RATECLAS\TPACS\AIR3\CODES\PQ296.TEX 

TRACSSMN.Z.AIR3.CODES.PQ396.TEXT (4: \P.ATECLAS\TRACS\AIR3\CODES\PQ396.TEX 

TP.ACSSMN.Z.AIR3.CODES.PQ496.TEXT 44: \RATECLAS\TRACS\AIR3\CODES\PQ496.TEX 

TRACSSMN.Z.~Tl.CODES.PQ196.TEST Y4: \RATECLAS\TRACS\AMTl\PQl36.TES 

TRACSS"N.Z.AMTl.CODES.PQ296.TEST (I4: \RATECLAS\TRACS\.WTl\PQ296.TES 

TP.ACSSMN.Z.AMTl.CODES.PQ396.TEST (4: \P.ATECLAS\TRACS\AMTl\PQ396.TES 

TRACSSMN.Z.ANTl.CODES.PQ496.TEST (4: \P.ATECLAS\TPACS\AMTl\PQ496.TES 

TRACSSMN.Z.AMT2.CODES.PQ196.TEXT II4: \P.ATECLAS\TPACS\AMT2\CODES-PQ.TEX 

TP.ACSSMN.Z.AMT2.CODES.PQ296.TEXT 14: \RATECIAS\TRACS\AMT2\PQ296.TEX 

TRACSSMN.Z.ANT2.CODES.PQ396.TEXT (I4: \RATECLAS\TRACS\AMTZ\PQ396.TEX 

TRACSSMN.Z.AMTZ.CODES.PQ496.TEXT (4: \RATECLAS\TPACS\AMTZ\PQ496.TEX 

9 
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T%CSS~~.Z.A~:3.CODES.PQ196.TEXT YC: \PJ,;EC~S\TWICS\AYT3\CODES_PQ,TEX 

TRACSSfl:.Z.AXT3.CODES.PQ296.TEXT (4: \WITECLAS\TP.RCS\AKT3\PQ296.TEX 

TRACSSMtJ.Z.~~T3.CODES.PQ396.TEXT 14: \P.ATECLAS\TRACS\AYT3\PQ396.TEX 

TRACSSMN.Z.AHT3.CODES.PQ496.TEXT W4: \P.ATECLAS\TRACS\AYT3\PQ496.TEX 

TFG+CSSMN.Z.HWYl.CODES.PQ196.TEST (4: \RATECLAS\TRACS\HWYl\CODES\PQ196.!rES 

TP.ACSSMN.Z.HWYl.CODES.PQ296.TEST (4: \RATECLAS\TRACS\HWYl\CODES\PQ296.!rES 

TRACSS"N.Z.HWYl.CODES.PQ396.TEST #cl: \RATECLAS\TPJiCS\HWYl\CODES\PQ396.!PES 

TRACSSKN.Z.HWYl.CODES.PQ496.TEST #4: \P.ATECLAS\TRACS\HWYl\CODES\PQ4i6.TES 

TRACSSk?N.Z.HWYZ.CODES.PQ196.TEXT Y4: \WITECLAS\TTVICS\HWYZ\PQ196.TEX 

TRACSSMN.Z.Hh'Y2.CODES.PQZ96.TEXT (IS: \P.ATECLAS\TPACS\HWYZ\PQ296.TEX 

TP.ACSSMN.Z.H~Y2.CODES.PQ396.TEXT (4: \WITECLAS\TRACS\HWY2\PQ396.TEX 

TRACSSMN.Z.Hk'YZ.CODES.PQ496.TEXT (4: \RATECLkS\TRACS\HWYZ\PQ496.TEX 

TRACSSMN.Z.HWY3.CODES.PQ196.TEXT W4: \P.ATECLAS\TRACS\HWY3\PQl96.TEX 

TP.ACSSMN.Z.HWY3.CODES.PQ296.TEXT W4: \RATECLkS\TRACS\HWY3\PQ296.TEX 

TRACSSMN.Z.HWY3.CODES.PQ396.TEXT 44: \FcATECLAS\TRACS\HWY3\PQ396.TEX 

TtiCSSti.Z.HWY3.CODES.PQ496.TEXT Y4: \RATECLAS\TRACS\HWX3\PQ496.TEX 

TP.ACSSMN.Z.rJIILl.CODES.PQ196.TEST#4: \RATECLAS\TRACS\RAILl\CODES\PQ196.TES 

TF!J,CSSKN.Z.RA?Ll.CODES.PQ296.TESTW4: \RATECLRS\TRACS\RAILl\CODES\PQ296.TES 

TRACSSMN.Z.WIILl.CODES.PQ396.TESTY4: \PxATECLAS\TRACS\RAILl\CODES\PQ396.TES 

TP.,=.CSSEIN.2.FJ\ILl.CODES.PQ496.TESTU4: \RATECLAS\TWLCS\WLILl\CODES\PQ496.TES 

TRkCSSt<N.Z.RJ,IL2.CODES.PQl96.TEXTW4: \RATECLkS\TWICS\WLILZ\CODES\PQl96.TEX 

TRACSSKN.Z.RAILZ.CODES.PQ296.TEXT#4: \WLTECIJiS\TPACS\PAIL2\CODES\PQ296.TEX 

TRACSSMN.Z.RAIL2.CODES.PQ396.TEXT#4: \WLTECLAS\TF@xCS\Ft?.IL2\CODES\PQ396.TEX 

10 
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UPS/USPS-T2-9. Please confirm that a 2400 cubic foot trailer bedloaded with parcels 
one foot deep would have the same TRACS From [sic] 2 (surface) capacity utilization 
(100%) and expanded cubic feet assigned to parcels (2400) as the same trailer 
bedloaded with parcels to a height of five feet. Please explain any nonaonfirmation. 

(a) If instead of bedloading. the original parcels are stacked to a height of five feet in 
the nose of the trailer and the trailer is 45 feet in length, please confirm that the TRACS 
Form 2 (surface) capacity utilization is 20 percent, but that the expanded cubic feet 
assigned to parcels remains at 2400. 

Response: 

Confirmed. The “Form 2” (surface) variables do not directly record utilization, but record 

floorspace percentages (percent empty, percent remaining after unloading, and percent 

unloaded). A fully bedloaded truck would have an empty floorspace percentage of 0 

(thus a floorspace utilization of 100%) regardless of the height of the bedloaded mail. 

The amount of expanded cubic feet assigned to the parcels is 2400 (the entire truck) in 

both cases because in both cases there is nothing on the truck except parcels. Note 

that because the sampling unit is based on route-trip-segments, the assignment of the 

entire capacity of the truck to parcels is for only that particular leg of the route. 

(a) Confirmed. Assuming there are only parcels on the truck, they are assigned the 

entire cubic feet of the truck regardless of capacity utilization. Note that it is unlikely that 

a truck would be fully bedloaded with parcels. 

11 
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UPS/USPS-T2-12. Please refer to page 3 of LR-H-78. 
(a) Explain why contracts would be active in the Highway Pay Master 

File and not contained in NASS. 

(b) List for FY96, by postal quarter, the number of contmcts and type 
(Intra-SCF, Inter-SCF, etc.) listed in the Highway Pay Master File 
and not contained in NASS. 

Response to UPS/USPS-T2-12: 

Please note that the following answer refers specifically to the extracts from the 

Highway Pay Master File and NASS which are taken on a specific day for the purposes 

of developing the TRACS sample frame. I have not conducted a comprehensive study 

of this for all highway contracts over an extended period of time. 

(a) Emergency and exceptional contracts which had activity in the period prior to 

sample selection would not be contained in NASS since they are not scheduled 

movements is one example. Also, since these extract represent a snapshot of live 

databases, there may be information in one which has not yet been upd,ated in the 

(b) The table below lists those contracts which were active in the Highway Pay 

Master File and were not in NASS at the time of sample selection: 

QlQ2 93 94 
Intra-SCF 4341 4230 3997 3796 
Inter-SCF 112 115 91 95 
Intra-BMC 3 4 5 6 
Inter-BMC 0 0 0 1 

. 
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UPS/USPS-TZ-13. Please refer to page 3 of LR-H-78. 
(a) Explain why contracts would be contained in NASS but not listed 

as active in the Highway Pay Master File. 

(b) List for FY96. by postal quarter, the number of contracts and type 
(Intra-SCF, Inter-SCF, etc.) contained in NASS but not listed as 
active in the Highway Pay Master File. 

Response to UPS/USPS-TZ-13: 

Please note that the following answer refers specifically to the extracts from the 

Highway Pay Master File and NASS which are taken on a specific day ,for the purposes 

of developing the TRACS sample frame. I have not conducted a comprehensive study 

of this for all highway contracts over an extended period of time. 

(a) There are several reasons in which this might occur. A new contract may not yet 

have had any payments against it and thus would not show activity in the Highway Pay 

Master File. A terminated contract may reflect that in the Highway Pay :Master File and 

not yet have been deleted from NASS. Again, since these extract represent a snapshot 

of live databases, there may be information in one which has not yet been updated in 

the other. 

(b) The table below lists the number of contract route-trips by postal quarter. This 

information is not available at the contract level or by account type: 

QlQ2 93 Q4 
Route-Trips 46,071 49,749 52,701 53.950 

4 
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UPS/USPS-TZ-15. Please refer to your response to FGFSA/USPS-T13-30. and your 
reference therein to LR-H-82. pp. 2398,2402, 2406, 2410. concerning TRACS 
utilization figures. For each OBS number (I-16) for each of the pages referenced in 
LR-H-82, identify which Contract Type and Destination Facility Type the OBS number 
pertains to in Exhibit 2 of LR-H-78. 

Response to UPS/USPS-T2-15: 

Please refer to the table below. These are applicable to all pages referred to. 

OBS Acct. Test Taken At: 
1 53121 InboundSCF 
2 53121 Inbound Other 
3 53121 Outbound SCF 
4 53121 Outbound Other (a.m.) 
5 53121 Outbound Other (p.m.) 
6 53124 BMC 
7 53124 SCF 
8 53124 Other 
9 53127 BMC 

10 53127 Inbound SCF 
11 53127 Inbound Other 
12 53127 Outbound SCF 
13 53127 Outbound Other 
14 53131 BMC 
15 53131 SCF 
16 53131 Other 

6 
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UPS/USPS-T2-16. Please refer to LR-H-78. Exhibit 2. For each Contract Type and 
Destination Facility Type shown, identify the: 

(4 origin facility(ies) 

(b) destination facility(ies) 

Cc) facility location where the TRACs sample is taken 

Response to UPS/USPS-T2-16: 

Partial objection filed September 22, 1997. The TRACS sample facility location 

corresponds to the variable FCODEl, and the sample facility type coi-responds to 

FTYPEl in the survey data. The variable FCODE3 provides the origin facility of the 

particular sampled item or container of mail. 
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UPS/USPS-T2-17. In reference to your testimony at page 2, please provide a detailed 
account of the information contained in the National Air and Surface System (NASS) 
concerning transportation routes and costs, including a definition of l~he sample frame 
elements (m, contract routes) used by TRACS, and a listing and definition of all data 
items associated with each such element in NASS. 

Response to UPS/USPS-TZ-17: 

Partial objection filed September 22. 1997. 

Please refer first to LR-H-82. Volume 1, TRACS Highway Sample Selection Programs 

and Documentation, program HWYI. This program reads in data from 

LAXSTN.PS272D13, a temporary file which contains all NASS planned route records 

available on the date on which the file was created, and extracts all records pertaining 

to each highway mode. Each record represents one segment on one trip on each 

contract route. The variables used from this file are listed and described beginning on p. 

9. and these variables are read into HWYl in lines 91-100 of p. 23 (for PQ 1. FY 96 

program code for other quarters may be found in similar locations). NASS does not 

provide any cost data for highway routes. Please note that the NASS information used 

later for sampling (along with information on individual segments) may be found in LR- 

H-84 in the tiles TRACSSMN.Z.INTRASCF.EXPAND’G.TEXT and 

TRACSSMN.Z.OTHERHWY.EXPAND’G.TEXT. 

Please refer next to LR-H-80. Volume 1, Amtrak Sample Select:ion Programs and 

Documentation, program AMTRAKl. This program also reads in data from 

LAXSTN.PS272D13 and extracts all records for which ROUTE = AMT .The variables 

used from this file are listed and described beginning on p. 6. and these variables are 

read into AMTRAK1 in lines 26-29 of p. 17 (for PQ 1, FY 96 program code for other 

a 
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quarters may be found in similar locations). As with highway routes, NASS does not 

provide any Amtrak cost data. Please note that the NASS data used later for sampling 

can be found either within the hard-coded data, the sample Amtrak data in the files 

TRACSSMN.Z.AMTRAK.SURVEY.PQ’96.TEXT (in LR-H-84) or the actual Amtrak 

schedule, which is publicly available information. 

Please refer lastly to LR-H-81, Volume 1, Eagle Sample Selection Programs and 

Documentation, program EAGLEl. This program reads in data from 

LAXSTN.TEST.PS272D13. which contains NASS planned route recorlds for the Eagle 

network. The variables used from this file are listed and described beginning on p. 15. 

and these variables are read into EAGLE1 in lines 12-23 on p. 15 (for i?Q 1, FY 96 

program code for other quarters may be found in similar locations). As above, NASS 

does not provide any cost data for Eagle flights. Please note that this information may 

also be found (along with daily volume and individual leg data) in LR-H-84 in the files 

TRACSSMN.Z.LAUTEST.ST476VAL.FYQT960’. 
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UPS/USPS-12-18. in reference to your testimony at page 3. please provide a detailed 
account of the information contained in the Rail Management Information System 
(RMIS) concerning rail movements and costs thereof, including a definition of the 
sample frame elements (a, rail movements) used by TRACS, and a listing and 
definition of all data items associated with each element in RMIS. 

Response to UPS/USPS-T2-18: 

Partial objection tiled September 22. 1997. 

Please refer to LR-83, Volume 2. Rail Sample Selection Programs and 

Documentation, program RAILl. This program reads in data from lABV.ST36ODO1, a 

temporary test tile containing historical RMIS pay data for all rail movements, and 

extracts all rail movements occurring in the 12 weeks prior to the date of sample 

selection. Each record represents an origin-destination-day, the primary sampling unit 

a movement of one rail van on a particular day from liable origin to final destination. The 

variables used from this file are listed and described beginning on p. 7. and these 

variables are read into RAIL1 in lines 19-63 of p. 19 (for PO 1. FY 96 program code for 

other quarters may be found in similar locations). Please note that the RMlSdata used 

for sampling can be found in LR-H-84 in the files 

-TRACSSMN.Z.RAIL’96.EXPAND.TEXT. which contains summary information for all 

origin-destination pairs in the frame. 

10 
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UPS/USPS-T2-19. In reference to your testimony at page 4, please pmvide a detailed 
account of the information contained in the Air Contract Support Systern (ACSS) and 
the Official Airline Guide (OAG) concerning flights, including a definition of the sample 
frame elements used by TRACS (u, flight-days), and definition of all data items 
associated with each such element in ACSS and OAG. 

Response to UPS/USPS-T2-19: 

Partial objection filed September 22, 1997. 

Please refer first to LR-H-79. Volume 1, Air Sample Selection Programs and 

Documentation, program ACSSl. This program reads in data from 

LAU.TEST.ST476TCR.WK9”‘, which contains one weeks worth of ACSS volume, 

payment accrual and mileage data for one leg on a unique dispatchda:y combination. 

The variables used from this file are listed and described beginning on p. 7, and these 

variables are read into ACSSl in lines 3-42 on p. 18 (for one week in PQ 1, FY 96 

program code for other weeks may be found in similar locations). Please note that this 

information may also be found (along with daily volume data for individual legs) in LR- 

H-84 in the tiles TRACSSMN.Z.AIRWK”2.FY96.TEXT. 

ACSS data is also utilized for the Eagle network (please refer to LR-H-81, Eagle 

Estimation Programs and Documentation, program ACSS2). The program ACSS2 

reads in data from TRACSSMN.Z.LAUTEST.ST476VAL.FYQT960’. whIich are provided 

in LR-H-84. These files contain one quarters worth of ACSS volume, payment accrual 

and mileage data for one leg on a unique dispatch-day combination. Thie variables used 

from this file are listed and described on pp. 379-81, and these variables are read into 

ACSS2 in lines 2-38 and 50-73 on p. 385 (for PQ 1, FY 96 program co’de for other 

quarters may be found in similar locations). 

11 
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dAG data is used for the commercial air network (please refer to LR-H-79, 

Volume 3, Air Sample Selection Programs and Documentation, program OAG). The 

program OAG reads in data from lAUV.TEST.ST57ODO1, which contains OAG data, 

including specific flight numbers, departure and arrival times. and aircraft types. The 

variables used from this file are listed and described on p. 1519, and these variables 

are read into the program OAG in lines 3-14 on p. 1534 (for PQ 1, FY 96 program code 

.for other quarters may be found in similar locations). Please note that this information 

may also be found (along with flight-leg-level volume data for individual legs) in LR-H- 

84 in the tiles TRACSSMN.Z.AlRWK”2.FY96.TEXT or by subscribing to OAG. 

12 
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UPS/&PS-T2-20. In reference to your testimony at page 5, please provide a detailed 
account of the information contained in the National Air and Surface System (NASS) 
concerning network city-days, including a definition of the sample frame elements (m, 
city-days) used by TRACS, and a listing and definition of all data items associated with 
each such element in NASS. 

Response to UPS/USPS-TZ-20: 

Partial objection filed September 22, 1997. 

Please refer to my response above in UPS/USPS-TZ17. 
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UPS/USPS-T2-21. In reference to your testimony at page 7, please identify the data 
source used to select Amtrak train segment-days and costs thereof, including a 
definition of the sample frame elements (u, train segment-days) used by TRACS, and 
a listing and definition of all data items associated with such elements in this data 
source or available related data bases as NASS. 

Response to UPSIUSPS-T2-21: 

Partial objection filed September 22. 1997. 

In the selection of segment-days for Amtrak sampling, every segment (round-trip 

pair) is sampled on at least one random day, hence segment-day, the primary sampling 

unit. Two data sources are used in to build the Amtrak sample frame. The first source is 

NASS (please refer to my response above in UPS/USPS-T2-17) and the second is 

hard-coded data, which can be found in LR-H-84 in the program code for 

TRACS.DESIGN(AMTRAKl). The hard-coded variables are also listed and described in 

LR-H-80. Volume 1, Amtrak Sample Design Programs and Documentation, on p. 8. 

14 
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UPS/USPS-T2-22. In reference to your response to FGFSAIJSPS-TlG-13, at page 2 
of 5, please describe in detail how two dimensional floorspace percentages are 
converted to three dimensional cubic footages. Are the actual interior freights of each 
truck or van recorded for this purpose, or is a standard height applied, and if so, what 
standard height(s) are used for each category of truck or van? 

Response to UPS/USPS-T2-22: 

The floorspace percentage is multiplied by the specified minimum vehicle cube for the 

contract. For example, if the percentage of the floor space of a 2400 cubic-foot truck 

occupied by wheeled containers is 20, the cubic feet assigned to wheeled containers 

will be 480 cubic feet. 
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a 
UPS/USPS-T2-23. In reference to your testimony at page 2. please describe how 
highway contract costs factor into the development of total highway cubic-foot miles for 
the different classes and sub-classes of mail: 

(a) Are costs for sampled routes including in the expansion proces,s. and if so. how 
are the costs for the specific segment and destination-day sample determined? 

lb) How and at what level of aggregation are total costs for sampled routes 
combined in developing proportions for the different mailcodes? 

Response to UPS/USPS-T2-23: 

(a) and (b). Please refer to my rdsponse to FGFSAIUSPS-T2-13. 

16 
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-. 
UPS/USPS-T2-24. In reference to your testimony at page 2. and LR-H-78, at pages 2 
to 3. please provide a complete listing of all contract highway routes in effect for the last 
accounting period of FY 1996, including the following information fo,r each route: 

HCRID number 
Trip route specifications for each trip roul:e, including 
- Origin and destination of each segment 
- Highway mileage of each segment 
- Minimum truck capacity in cubic feet 
- Schedule, including number of days of ‘operation 

and arrival/departure times 
- Annual cost of service 
Identification of contract type (Intra-SCF, Inter-SCF, etc.) 

Response to UPS/USPS-T2-24: 

Partial objection filed September 22. 1997. 

The requested information can be found in the following files already submitted under 

LR-H-84: 

Please refer to documentation for program 

TRACS.EXPAND.HWY.PQ496.CNTL(FRAME), LR-H-82. p. 38, and documentation for 

program TRACS.EXPAND.HWY.PQ496.CNTL(HWYlO). LR-H-82. p. 441. 

17 
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UPS/USPS-T2-25. Please refer to LR-H-78. Exhibit 2. 
(a) Please explain the rationale for the different sampling percentages allocated to 

each facility type by type of highway contract. 
(b) For each mailcode and highway contract type, please provide BY96 distribution 

keys in total and computed separately, for Inbound and Outbound destination 
facility types. 

Response to UPS/USPS-TZ-25: 

(4 Please refer to my response to FGFSMJSPS-T2-16, parts (c) and (e). 

(b) TRACS does not compute annual distribution keys nor does it compute separate 

Inbound and Outbound distribution keys, as these are not used in the development of 

transportation costs. 
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UPS/USPS-T2-26. Your testimony at pages 8 and 9 refers to Table 2. but no reference 
is made to Table 1. Please explain the apparent omission of Table 1. 

Response to UPSIUSPS-T2-26: 

Table 1 was intentionally removed from an early draft of my testimony, and Table 2 was 

not renamed. 
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UPSIUSPS=T2-27. Please refer to LR-H-82. Provide a detailed desc:ription of the UPSIUSPS=T2-27. Please refer to LR-H-82. Provide a detailed desc:ription of the 
facility type, classes of mail processed, and the activities performed for IMPS. facility type, classes of mail processed, and the activities performed for IMPS. 

Response to UPS/USPS-T2-27: 

‘IMP’ is short for ‘IMPC’, or International Mail Processing Center. International Mail 

Processing Centers are typically a portion of or an annex to an AMC/AMF (Air Mail 

Center I Air Mail Facility). International Mail Processing Centers process International 

Mail. Regarding the frequency table of NASS facility types contained in the output of 

program TRACS.DESIGN(HWYl), TRACS highway sampling is stratified into three 

facility types: ‘BMC’, ‘SW. and ‘OTH’ (for other). ‘IMP’ facilities fall intls the ‘othe< 

category and are treated as such in TRACS. 

- 
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UPS/USPS-TZ-28. Please refer to LR-H-82, DMM section E652, Exhibit 1.5. and line 
17. page 2. of your testimony. 

(a) Provide a detailed definition of miles traveled on line 17, page 2, of 
your testimony. 

W For each Facility - Parent Post Office pair shown in Exhibit 1.5 in 
DMM section E652, provide: 

(0 The miles traveled as defined in (a) above for mail that was 
loaded at the SMCIASF (Facility) and unloaded at the 
Parent Post office for each pair shown; 

* (ii) The miles that would be used for TICS samples for 
calculating cubic-foot-miles for mail loadeld and unloaded 
between these facility pairs; 

(iii) The highway miles between these facility pairs; 

(iv) The Great Circle Distance (in miles) between these facility 
pairs. 

(4 Please explain any differences in miles for each ,facility pair as 
provided in (b)(i), (b)(ii) and (b)(iii) above. 

(4 For each Facility and Parent Offtca shown in Exhlibit 1.5 in DMM 
section E652, provide the name, 3 or 5 digit NASS facility code, 
and 3 digit alpha type. 

Response to UPS/USPS-T2-28: 

(a) The miles traveled as described in my testimony refer to the actual highway 
- 
miles traveled by the sampled contract route-trip, rather than Great Circle Distance 

(GCD) miles. 

@I 0) Objection filed September 29, 1997. 

(ii) TRACS uses the actual highway miles between any facility pair which is 

sampled in order to calculate cubic-foot-miles. These miles can be found in LR- 

H-84, in the files: 
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‘: TRACSSMN.Z.HIGHWAY.MILES.PCl96.TEXT 
TRACSSMN.Z.HIGHWAY.MILES.PQ296.TEXT 
TRACSSMN.Z.HIGHWAY.MILES.PQ396.TEXT 
TRACSSMN.Z.HIGHWAY.MILES.PQ496.TEXT 

Please note that the origin and destination information has been encrypted in order to 

ensure that these match up with the origin and destination information on the survey 

data so that the programs run correctly. 

(iii) Objection filed September 29, 1997. 

(iv) Objection filed September 29, 1997. 

(c) The difference between actual highway miles and GCD miles reflects the fact 

that GCD miles reflect the minimum distance between two points (essentially, a curved 

line) and not the actual route which a vehicle must follow to reach a facility. 

(d) Objection filed September 29, 1997. 
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i 
UPS/USPS-T2-29. Please refer to LR-H-82. pages 5 and 11. 

b-4 Are there TRACS sample segments where the calculation of GCD 
between origin (OCODE) and destination (DCODE) is: 

0) 
(ii) ks than l? 

Please explain any no answer. 

Please describe the process/estimation procedures for determining 
DIST for a sample segment, and provide actual examples when 

0) GCD=O 
(ii) GCD = ~1 
(iii) A DIST value other then the calculated GCD is used, 

Response to UPS/USPS-T2-29: 

a) 0) Yes. When the same latitude and longitude is listed for tnro facilities (i.e., 

they are in such close geographic proximity that there is no measurable difference in 

their degrees and minutes), the trigonometrically calculated GCD miles will equal zero. 

All facilities that are co-located (e.g., the Southern Maryland/Washington D.C. BMC and 

the Southern Maryland GMF) will show a ttigonometrfcally calculated (GCD of zero. 

Most facility pairs within the same metropolitan area will also have a trigonometrically 

calculated GCD of zero, since facilities within a metropolitan area usuially are assigned 

the same latitude and longitude coordinates in the Postal Service’s databases. Note 

that in the TRACS highway mode, GCD miles are only used in sample selection; actual 

highway miles are used in the expansion process. Furthermore, in the Intra-SCF mode, 

which includes most highly localized movements, miles are not used at all. 

b) 

(ii) No. I found no cases of observations with GCD miles less than 1, other 

than those which were zero, as discussed in part (i). 

0) Please note that this response refers only to the calculation of DIST in the 

sample selection programs. Actual highway miles are use in this expansion 

4 
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pro&s. If the trigonometrically calculated great circle distance between two 

facilities is zero, DIST is set to 26 miles, the average distance between local 

facilities. 

(ii) Not applicable. 

(iii) Please see above response to UPS/USPS-T2-29 (a) (i). 

5 
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UPS/USPS-T2-30. Please refer to LR-H-62, part 4, page 6. Please confirm that the 
PERCONT variable in the data file TRACSSSMN.Z.HIGHWAY.PQ%.SURVEY.TU(T. 
which is described as Percentage of container filled with items of same item type, 
contains percents expressed as whole numbers. For example, if a container was filled 
with 50% of items of the same item type? the variable for that observation would contain 
50. 

Response to UPS/USPS-T230: 

Confined. 

._ ,..... ,,.,.... .~ 
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UPSIUSPS~T2-31. Please refer to LR-H-82, part 4, pages 152-199, and to the SAS 
program code line 278 at page 164 for PQ I F’f96, the SAS program code line 278 on 
page 174 at PC 2 FY96, the SAS program code line 278 on page 1’64 at PQ 3 FY96, 
and the SAS program code line 238 at page 194 at PQ 4 Fy96. 

64 Please confirm that the purpose of the SAS code lines referenced 
above is to set the value of the CUFT variable equal to the CUFT 
variable divided by the TOTCUFT variable multiplied by the cubic 
feet of the container filled with items of same item type. 

04 

(cl 

(4 

Please confirm that the SAS code referenced above calculates the 
cubic feet of the container filled with items of same item type by 
multiplying the PERCONT and CONTCUFT variables. 

Please confirm that multiplying the PERCONT and CONTCUFT 
variables does not equal the cubic feet of the container filled with 
items of same item type because the PERCONT variable 
expresses percents as whole numbers rather thnn decimals. 

Please confirm that multiplying the PERCONT and CONTCUFT 
variables and dividing by 100 is the correct calculation of cubic feet 
of the container filled with items of same item type. 

Response to UPS/USPS-TZ-31: 

4 Not confirmed. The purpose of the SAS code lines referenced above is to weight 

the cubic feet of the mailcodes found within an item based upon the portion of 

the container filled with items of the same item type. 

b) Not confirmed. The SAS code referenced above calculates the weighted cubic 
_- 

feet by multiplying PERCONT and CONTCUFF. 

cl Confirmed. Please see explanation following confirmation of UPS/USPS-T2-31 

(4. 

d) Confirmed with clarification. For most containers, relative proportions are 

maintained and all cubic footages are normalized to add up to the size of the 

container, and it is not incorrect to multiply by a whole percent rather than a 

decimal percent. This normalization occurs as follows in line 2!35: 

7 



. 

RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 
3394 

OF THE UNITED PARCEL SERVICE 

i 
CUFT = (CUFT I SMCONTCF) l CONTCUFT where CONTCUFt” is the cubic 

feet of the container. 

1. 

However, it has been brought to our attention recently that there are unianticipated 

instances when a data collection technician records the usage of a container for some 

item types as a percentage of the container and for some as the number of items within 

the same container. In these rare cases, the correction is required. Please refer to LR- 

H-288 for the distribution keys for PQl recomputed with the correction. Please refer 

also to my response to FGFSMJSPS-T2-52. 
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UPSIUSPST2-32. Please refer to page 4 of LR-H-82, and to the National Air and 
Surface System (NASS) Report Users Guide (Handbook PO-503) dated 10/3/83. 

(4 Please confirm that the tile LAXSTN.PS272D13 (a temporary file 
which contains all NASS planned route records available as of a 
certain date) was created for each Postal Quarter in 1996. If not 
confirmed, please explain. 

(b) For what dates were these four files created? 

6) Please provide the following reports in hard copy and in machine- 
readable format with effective dates as requested in (b) above, for 
all transaction codes: 

(0 

(ii) 

(iii) 

(iv) 

(4 

(vi) 

LAT274P2 (Surface Master) 

(4 for all AMC/AMFs 

04 for all BMCs 

(c) for all PLDs 

LAT277Pl (Intra-Area Transportation Report) 

(a) for all AMC/AMFs 

(b) for all BMCs 

(4 for all PLDs 
. i 

lAT42OPl (Transportation Master by Key with Dispatch 
Hooks) for all origindestination pairs where either is an 
AMCIAMF 

lAT42lPl (Transportation Master by Key without Dispatch 
Hooks) for all origin-destination pairs where either is an 
AMCIAMF 

lAT488Pl (Airport Transportation Requirements) for all 
AMCIAMFs 

lAT5OOPl (Surface Transportation Master List) for the area 
of administrative responsibility that includes Chicago, IL 
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(a) If any of these reports (as identified in the NASS 
Report Users Guide) no longer exists, please identify 
and provide the information that the report would 
have provided. 

Response to USPS/USPS-T2-32: 

4 Confirmed, with clarification. The file LAXSTN.PS272D13 represents only a 

snapshot of NASS planned route records from which the sample was drawn for each 

PQ of FY 96. 

b) PQ Date l 

1 8114195 

2 1 It7195 

3 l/30/96 

4 4i22l96 

l Date up to which changes have been included in data 

cl Objection filed September 29, 1997. 

10 
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UPSIUSPS‘:T2-33. Please refer to LR-H-78, at page 11, identifying l”R4CS mailcodes. 

(4 Confirm that mailcode LL comprises all DBMC Parcel Post mail. 

@I In your opinion, how reliable are TRACS proporti’ons for mailcode 
LL relative to Parcel Post mailcodes in total (mailcodes KK, LL. and 
P combined)? Please include in your answer a discussion of the 
reliability of identification of DBMC rated parcels as distinguished 
from other parcels at the different destination facilities. 

Response to UPS/USPS-T2-33: 

a) Not confirmed. Mailcode LL comprises all DBMC endorsed parcel post mail 

which was sampled in TRACS. 

b) To the extent which these parcels have been property endorsed, the 

identification of these parcels will be as reliable as any other parcels. However, 

combining the mailcodes KK, LL, and P results in a lower variance since the 

variance calculation for the combined mailcodes will reflect more samples. 

11 
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UPS/USPS-TZ-34. Please refer to LR-H-82, part 1, page 6 ;and to the data file 
ACR94.COSTCFM.FLAT.TD(T. 

(4 Please provide a machine-readable copy of the data tile 
ACR94.COSTCFM.FLAT.TEXT. 

@I Please describe the method used to calculate !.he COSTCFM 
variable. 

(4 Does a cubic foot, defined with respect to the COSTCFM variable, 
represent a cubic foot of actual mail or a cubic ,foot of vehicle 
oaoacity? For example, if a truck with 2,400 cubic foot capacity 
contained 1,200 cubic feet of mail, would the COSTCFM variable 
be based upon 1,200 cubic feet of mail actually moved or 2,400 
cubic feet of capacity of the vehicle? 

Response to UPS/USPS-T2-34: 

4 Please refer to LR-H-288, which contains this file on the accompanying floppy 

disk. 

b) The COSTCFM variable for each is calculated as the annual cost of a highway 

contract divided by the annual CFMs of the contract. 

cl CFMs are based on the minimum cubic capacities specified for the vehicles on 

the contract. In your example, the relevant number is the 2,400 cubic feet of 

capacity of the vehicle. 
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UPS/USPScT2-35. In reference to the TRACS software 
T!?ACS.!ZXPAND.HIGHWAY.CNTL (HWYl l), please explain the logic. of the capacity 
utilization weighting factors applied to intra-SCF observations by faciliiy category 
(FACCAT) at lines 144 to 147. Why is a similar adjustment not applied to the other 
highway account codes? 

Response to UPS/USPS-TZ-35: 

Assuming you are referring to lines 33-83 in HWYl 1, the capacity utilization weighting 

factors calculation is simply the allocation of empty space to intra-SCF accounts. Empty 

space allocation is performed in HWYlO for all modes since the tests ‘have not yet been 

separated into their respective accounts. For intra-SCF, the capacity utilization 

weighting factors overwrites the previous empty space allocation. The intra-SCF empty 

space is allocated differently because intra-SCF is a cubic-foot based distribution key 

rather than a cubic-foot mile based distribution key. The only differenca in empty space 

allocation between intra-SCF and the other modes is that for intra-SCF, the average 

empty space by FACCAT is applied to the average percentage of unloaded mail for the 

FACCAT. The cost of the sampled cubic feet is multiplied by the expanded percentage 

(UNLOAD2) for the FACCAT prior to the aggregation of cubic feet by mailcode. For a 

description of the empty space allocation for the other modes of highway transportation, 

please refer to my response to FGFSAIUSPS-TZ20. 

13 
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UPS/USPS-T2-36. Please refer to the TRACS software TRACSEXPAND. 
HIGHWAY.CNTL (HWYll). 

(a) Please confirm that the costs for the observed movements of 
unloaded mail for a given account category (e.g., intra-SCF) and 
destination facility category (FACCAT, e.g. inbound SCF or BMC) 
are expanded to the sample frame of all transportation segments 
by account and distribution facility category including segments 
with zero capacity utilization or zero unloading of mail at the 
destination facility. 

0’4 Please confirm that this expansion is performed at the FACCAT 
level, prior to combining expanded costs by FACCAT to determine 
mailcode distribution keys at the account category level. 

w Please explain any nonconfirmation, and the rationale for charging 
the costs of moves with zero capacity utilization or unloading of 
mail to the nonzero observations at the FACCAT level instead of at 
the level of all observations by account category. 

Response to UPS/USPS-T2-36: 

a) Not confirmed. Highway costs are calculated by applying cost-per-cubic-foot-mile 

to cubic-foot-miles of sampled mail. This calculated cost is weighted to reflect 

how many times the sampled route-trfp occurred in the quarter (variable 

STRATWIJ at the FACCAT level. Those sampled segments “with zero capacity 

utilization or zero unloading of mail at the destination facility” produce no 

* sampled cubic feet of mail for inclusion in the development of the distribution 

key. 

b) Confirmed only for the weighting factor described in part a) above. STRATWT is 

applied at the FACCAT level. 

d Not applicable; see response to part a) above. 

14 
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UPS/USPS-T2-37. Please describe in detail how TFWCS will affect (and be affected 
by) the PMPC network. 

Response to UPS/USPS-TZ-37: 

TRACS will not in any way affect the PMPC network. It is my understanding that none 

of the PMPC network contract costs will be included under purchased transportation 

accounts and thus will not affect TRACS. However, to the extent that i:here is less 

Priority Mail traveling on purchased transportation routes, the T!?ACS distribution keys 

should reflect a lower proportion of Priority Mail. 

15 
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UPS/USPS-T2-38. Please refer to LR-H-82, part 1, pages l-56, 
TRACS.DESIGN(HWYl) (PQ 1 FY96 and PQ 4 FY96). 

(4 

@I 

w 

(4 

(4 

Please confirm that this program calculates great circle distance 
(GCD) for the sample frame. If not confirmed, please explain. 

Please confirm that the program should be able to calculate GCD 
for all the observations in the sample frame. If not confirmed, 
please explain. 

Please explain and provide an example of how the program 
calculates GCD for NASS codes that are not listed in the 
LATLON.LOOKUP.TEXT data file. 

Please explain and provide an example of how the program 
calculates GCD for NASS codes that are not listed in the 
LATLON.LOOKUP.TEXT data file or hard coded into the program 
with a DATA...; CARDS statement. 

Please explain the INVESTIGATED BY PW PERSONNEL 
comment cn line 488 of page 33. 

Response to UPS/USPS-T2-38: 

4 

b) 

a 
-. 

d) 

Confirmed. Calculation of GCD miles for the sample frame is onie of the 

numerous tasks performed by TRACS.DESIGN(HWYl). 

Not confirmed. Please refer to response to UPS/USPS-T2-29 (a) (i). 

For NASS facility codes not contained in the LATLON.LOOKUP.TEXT file, 

additional facility latitude/longitude records are hard-coded into the 

TRACS.DESIGN(HWYl) program using a DATA... ; CARDS; statement. 

For facility codes that still do not match either the original 

LATLON.LOOKUP.TEXT file or the hard-coded additions, the threedigit zip code 

equivalent is matched against the list of hard-coded facility updates. USPS 

analysts rerun program HWYl. adding hard-coded records as necessary, until 

there are no facilities without a latitude and longitude match. 

16 
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4 The original list of hard-coded additions was created by Price Waterhouse 

personnel. 
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UPS/USPS-T239. Please refer to LR-H-62. part 1. page35 and to tines 558-560 of 
the source program TRACS.DESIGN(HWl) (PQ 1 p196). 

(4 Please explain why the IF - THEN statement sets distance equal 
to 26. 

(b) Please explain why and how ODIS is the basis for setting distance 
equal to 26. 

Response to UPS/USPS-T2-39: 

a) Please see above response to UPS/USPS-TZ-29 (b) (i). 

b) At the conception of TRACS. ODIS was used to determine th’e average distance 

between local facilities. 
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UPS/USPS-T2-40. Please refer to LR-H-82, part 4, page 164, and to lines 280-296 of 
the source program TfWCS.EXPAND.HWY.PQ196.CNTL (HWYI). 

(4 

W 

(4 

(4 

(e) 

(f) 

(9) 

Please confirm the SMCONTCF variable represents the cubic feet 
utilized by all the items in a container. If not confirmed, please 
explain. 

Please confirm that the CONTCUFT variable represents the cubic 
feet of a container. If not confirmed, please explain. 

Please confirm that dividing the SMCONTCF variable by the 
CONTCUFT variable provides a good estimate of the utilization of a 
container. If not confirmed, please explain. 

Please confirm that the SMCONTCF variable should never be 
greater than the CONTCUFT variable. If not confirmed, please 
explain. 

Please confirm that the SMCONTCF variable is greater than the 
CONTCUFT variable in the data set FORM3S at line 294 in 3,439 
out of 6,522 observations. Please explain your #response and how 
to correct this. 

Please confirm that your responses are also applicable to PQ 2 FY 
96. PQ 3 FY 96, PQ 4 Ffg6. If not confirmed, please explain. 

Are your responses also applicable to the Air, Amtrak, Eagle, and 
Rail TRACS programs? Please explain. 

Response to UPS/USPS-T2-40: 

4 Confirmed for sampled containers in which the DCT records the distribution of 

items found within a container in terms of quantities of each item type. Not 

confirmed for sampled containers in which the DCT records the distribution of 

items found within a container in terms of percentages. SMCONTCF is only the 

sum of the weighted cubes of the sampled items. The weighting variable 

PERC$INT is based on whole numbers, not decimal percentages. Thus one 

would expect that SMCONTCF is 100 times the estimated total cube of all items 

19 
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in the container. However, the DCT may record PERCONT relatively (i.e., the 

sum of PERCONT across all items in a container will equal 100) or absolutely 

(i.e., the sum of PERCONT across all items in a container will not equal 100 

unless the container is full). In the former case, SMCONTCF does not 

necessarily bear any relationship to the total cube of the all items in a container, 

and reflects only the sum of the weighted cubes, used as the denominator when 

normalizing them back to the size of the container. 

Confirmed,. b) 

cl Confirmed for sampled containers in which the DCT records the distribution of 

items found within a container in terms which the quantities of each item type. 

Not confined for sampled containers in which the DCT records the distribution 

of items found within a container in terms of percentages. Please refer to my 

discussion of SMCONTCF in above response to UPS/USPS-T240. 

d) Not confirmed. Please refer to discussion.of SMCONTCF in above response to 

UPS/USPS-T240. 

e) Confirmed. No correction is needed as discussed in UPS/USPS-T240. 

f-l Confirmed. 

9) Confirmed for Amtrak and Rail. Air and Eagle do not use wheeled containers. 

20 
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UPSIUSPST241. Please refer to LR-H-82, part 4, page 164, and to line 275 of the 
source program TRACS.EXPAND.HWY.PQ196.CNTL (HWYl). 

(4 

W 

w 

(4 

(e) 

Please confirm that the intention of the above referenced line of 
code is to set the data set FORM3S equal to the data set HIT. If 
not confirmed, please explain. 

Please confirm that the code does not set the data set FORM3S 
equal to the data set HIT. If not confirmed, please explain. 

Please confirm that the correct line of code should read DATA 
FORM3S; SET HIT; and will set the data set FQRM3S equal to the 
data set HIT. If not confirmed, please explain how to correct this. 

Please confirm that your responses are also applicable to PQ 2 FY 
96, PQ 3 FY 96, PQ 4 FY96. If not confirmed, please explain. 

Are your responses also applicable to the Air, Amtrak, Eagle, and 
Rail TRACS programs? Please explain. 

Response to UPSIUSPST241: 

‘a) Not confined. In consideration of the numerous occurrences in HWYl where 

two data sets are merged and matching records are directed into a data set 

called HIT, which is subsequently the source for continued processing, one might 

expect that in this particular section of code, data set HIT would be the basis for 

continued processing as well. However, in this case, data set HIT is deliberately 

not used. This data set HIT is the result of an unused data step, remnant from a 

previous version of program HWYl, and contains inconsistent data for variable 

TOTCUFT (see your statement in UPS/USPS-T243 (c). Lines 254-274 of 

HWYl, which culminate in the creation of data set HIT. have n,o affect on the 

program, as FORM3S is deliberately not overwritten with data set HIT. 

W Confirmed. 

4 Not confirmed. No correction is necessary. Please see response above to 

UPS/USPS-T241 (a). 

21 
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Confirmed. 

Not confined for Air or Eagle. Neither Air nor Eagle works with cubic feet data, 

so there exists no code in either the Air or Eagle programs which is similar to that 

which is described in this question. 
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UPSIUSPST2d2. Please refer to LR-H-82, part 4, page 164, and to lines 265267 of 
the source program TRACS.EXPAND.HWY.PQ196.CNTL (HVvYl). 

(4 

(b) 

w 

03 

Please confirm that the intention of the above referenced line of 
code is to calculate the TOTCUFT variable in the data set TOTA=. 
If not confirmed, please explain. 

Please confirm that the TOTCUFf variable in the data set TOTAL2 
should be equal to the total cubic feet of a sampled item. For 
example, for all items of CTYPE equal to F (flat tray), TOTCUFT 
should equal 1.49 (the cubic footage of a flat tray). If not 
confirmed, please explain. 

Please confirm that the TOTCUFT variable in the data set TOTAL2 
is equal to the total cubic feet of a sampled item. For example, for 
all items of CTYPE equal to F (flat tray) TOTCUFT equals 1.49 (the 
cubic footage of a flat tray). If not confirmed, please explain. 

Please confirm that your responses are also applicable to PQ 2 FY 
96, PQ 3 FY 96, PQ 4 FY96. If not confirmed, please explain. 

Are your responses also applicable to the Air, Amtrak, Eagle, and 
Rail TRACS programs? Please explain. 

Response to UPSIUSPST2-42: 

4 

- b) 

cl 

d) 

e) 

Confirmed with clarification. The “calculation” of the TOTCUFT variable is the 

use of a PROC MEANS to sum the variable CUFT across each unique TESTID- 

CONTNO-CNPE group. 

Confirmed. 

Confirmed. 

Confirmed. 

Not confirmed for Air or Eagle. Neither Air nor Eagle works with cubic feet data, 

so there exists no code in either the Air or Eagle programs whlich is similar to that 

which is described in this question. 

23 
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UPSIUSPS-T2-43. Please refer to LR-H-82, part 4, page 164, anld page 164 of part 4 
of library reference to lines 269-274 of the source program 
TRACS.EXPAND.HWY.PQ196.CNTL (HWYl). 

(4 

04 

(c) 

(4 

(4 

Please confirm that the intention of the above referenced lines of 
code is to create the HIT data set by merging the FORM3S data 
set and the TOTAL2 data set. If not confirmed, please explain. 

Please confirm that the TOTCUFf variable in the data set HIT 
should be equal to the total cubic feet of a sampled item. For 
example. all items of ClYPE equal to F (flat tray) TOTCUFT should 
equal 1.49 (the cubic footage of a fiat tray). If not confirmed, 
please explain. 

Please confirm that the TOTCUFT variable in the data set HIT does 
not equal the total cubic feet of a sampled item. For example, the 
TOTCUFT variable only equals 1.49 in 608 of 1,873 observations 
with ClYPE equal to F (flat tray). Please explain your response. If 
confirmed, please explain how to correct the albove referenced 
code. 

Please confirm that your responses are also applicable to PQ 2 FY 
96, PQ 3 FY 96, PO 4 Ff96. If not confirmed, please explain. 

Are your responses also applicable to the Air, Amtrak, Eagle, and 
Rail TRACS programs? Please explain. 

Response to UPSIUSPST2-43: 

a) Confirmed. Please note that data set HIT is not subsequently used. 

-- b) Not confirmed. Due to the fact that the variable TOTCUFT existed in both data 

sets being merged to create data set HIT, it cannot be relied upon that the 

variable TOTCUFT in data set HIT will always equal the variable TOTCUFT from 

data set TOTAlZ. which does contain the correct total cubic feet of each 

sampled item. 

4 Confirmed. This is because the variable TOTCUFT exists in both data sets being 

merged. No correction is necessary, as data set HIT is not subsequently used. 

4 Confirmed. 

24 
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i I 
-3 Not confirmed for Air or Eagle. Neither Air nor Eagle works with cubic feet data, 

so there exists no code in either the Air or Eagle programs which is similar to that 

which is described in this question. 

25 
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UPS/USPS-T2-44. Please refer to LR-H-82, part 4, page 162, and to the FORM3S 
data set at line 144 of the source program TRACS.EXPAND.HW.PQ196.CNTL 
(HWYl). 

(a) 

04 

(d 

(4 

(4 

(9 

(9) 

Please confirm that the WT variable represents the actual weight of 
a particular class of mail in an item (a flat tray, for example). If not 
confirmed, please explain. 

Please confirm that TOlWT represents the total weight of an item 
(tare weight plus actual mail weight). If not confirmed, please 
explain. 

Please confirm that the tare weight of an item should be greater 
than zero. If not confirmed, please explain. 

Please confirm that the TOTWT variable should always be greater 
than the W variable. If not confirmed, please explain. 

Why does the WT variable equal the TOTWT variable in 1,725 out 
of 8,522 observations in the FORM3S data set referenced above? 
How can this be corrected? 

Please confirm that your responses are also applicable to PQ 2 N 
96, PQ 3 FY 96, PQ 4 FY96. If not confirmed, please explain. 

Are your responses also applicable to the Air, Amtrak, Eagle, and 
Rail TRACS programs? Please explain. 

Response to UPSIUSPST2-44: 

a) Confirmed. 
_ 

b) Confirmed. 

4 Not confirmed. Certain item types, such as ‘I’ and ‘B’, reflect loose items and 

have no tare weight. 

(4 Not confirmed. Please refer to explanation in above response to UPSIUSPS-T2- 

44 (a. 

6 Please refer to explanation in above response to UPS/USPS-T244 (c). No 

‘correction’ is needed. 
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9 Confirmed. 

9) Yes. Loose items are found on all transportation modes. 

27 
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UPS/USPS-T2-45. Please refer to part 4 of Library Reference H-8:2; specifically refer to 
the TRACSSMN.Z.HIGHWAY.PQ196.SURVEY.TEXT data file and the 
TRACSSMN.Z.HIGHWAY.PQ196.SAMPLE.DATA data file. 

(4 

(b) 

(4 

09 

(8 

(9 

Please explain the extent to which TRACS tests the SURVEY and 
SAMPLE data to insure no logical inconsistencies exist, such as a 
sample where the cubic feet of mail exceeds the cubic feet of the 
vehicles capacity. 

Please confirm the vehicle cubic foot capacity for the following 
samples (TESTID, CAPACITY): 77046RX 45; 77756JL, 48; 
70066XC, 22; 73066lA, 45; 70706UW, 28; 77056JZ, 45; 73076UN, 
45. If not confirmed, please explain. 

Please confirm the cubic footage of the sampled pallets 
([Pl HEIGHT l Pl LENGTH l PI WIDTH I 1728]+ P2HEIGHT l 

PILENGTH * PlWlDTH / 17281) for the following samples 
(TESTID, Cubic Footage of Sampled Pallets): 77046RX, 133; 
77756JL. 126; 70066XC 78; 73066lA, 70; 70706UW, 48; 77056JZ. 
62; 73076UN, 47. If not confirmed, please explain. 

If(b) and (c) are confirmed, please explain how the cubic footage 
of sampled pallets on a vehicle can be greater than the cubic 
footage of the vehicles capacity. 

Please confirm that your responses are also applicable to PQ 2 FY 
96, PQ 3 FY 96, and PQ 4 FY96. If not confirmed. please explain. 

Are your responses also applicable to other parts of TRACS? 
Please explain. 

Response to UPSIUSPS-T2-45: 

4 A recent review of the data has shown that there are a small number of contracts 

where the NASS minimum vehicle capacity is specified in linear feet (such as 45 or 48) 

rather than cubic feet (2,700 or 3,000). This could lead to apparent logical 

inconsistencies in truck utilization before the data is nomalized. The relative 

proportions of the mail found within the truck are not compromised. 

26 
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Please see above response to interrogatory UPS/USPS-T24!j (a). 

Confirmed. 

3415 

No. Only the T!%4CS highway modes use a NASS minimum clubic foot capacity 

specification. 
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UPS/USPS-T246 Please refer to USPS Library Reference H-82 (TRACS Highway 
Sample Design Programs and Documentation). Please provide machine readable input 
and output files, as shown on pages 6-8, by quarter for Ff 96 for Motor Vehicle Service 
(MVS) containing similar information as the following Highway Contract Route TRACS 
files including but not limited to these files: 

(4 W(STN.PS272Dl3; 

@I TIWXSMN.NASS”~Ff96.TEXT. 

Response to UPS/USPS-T2-46: 

Not applicable. MVS is not a part of TRACS. TRACS neither uses MVS data as inputs 

nor outputs any results regarding the Motor Vehicle Service. 
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UPSIUSPST2-49. Please provide the height of storage space for each vehicle cubic 
foot capacity in the TRACS highway sample. For example, provide the height of 
storage space for all vehicles with a 2700 cubic foot capacity. 

Response to UPSIUSPS-T2-49: 

Highway contracts specify only the total cubic foot capacity required (for example, 

2,700). The typical trailer storage space height, though, is 8 feet. 
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UPS/USPS-T2-50. Please refer to your response to FGFSAWSPS-T2-41. 
(A) Please explain how you estimated average height of loaded rnail as 65 for Intra- 
BMC and 54 for Inter-BMC. 
(6) Please provide the same estimates for average height of loaded mail for Intra- 
SCF. Inter-SCF, Intra-SMC, and Inter-BMC for each postal quarter in N96. 
(C) Are two pallets containing mail ever stacked one on top of another7 If so, how 
often does this occur? 
(0) If two pallets (three feet high each) were stacked one on top of another, what 
would TRACS record as the pallet height? 
(E) Please explain how you estimate that wheeled containers are approximately 72 
tall. 

Response to UPS/USPS-TZ-50: 

(A) The following SAS code was used to make this estimation, after merging account 

number and capacity onto the survey data by TESTID: 

(6) Please refer to the SAS code provided in above response to UPS/USPS-T2-50 

(a) to make these calculations. 

” (C) TRACS does not record whether or not pallets are stacked. 

(D) A hCS DCT records the dimensions of the one or two pallets that are 

sampled. TRACS only uses these dimensions to weight the relative proportions of 

mailcodes found on the two sampled pallets. TRACS does not capture the height of 

stacked pallets. TRACS would only record the floor space occupied by pallets 

regardless of how high they were stacked. 

(El It is general knowledge that wheeled containers are approximately six feet tall. 
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3419 
RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 

OF UNITED PARCEL SERVICE 
(REDIRECTED FROM WITNESS WADE) 

UPS/USPS-120-5. For the Base Year, what was the total of cubic foot miles (CFM) that 
moved via Highway Contract Routes (HCR) for: 

(a) First Class Mail; 
(b) Priority Mail; 
(c) Express Mail; 

(4 all other mail (please specify). 

Response to UPS/USPS-120-5. 

This information is not available. Please refer to my response to FGFSANSPS-T13-11. 

. 

1 



RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 3420 

OF UNITED PARCEL SERVICE 
(REDIRECTED FROM WITNESS WADE) 

UPS/USPS-TZO-7. For the Base Year, on segments where both VSD and HCR are 
available, what was the total of CFM that moved by HCR for: 

(a) First Class Mail; 
(b) Priority Mail; 
(c) Express Mail; 

(d) all other mail (please specify). 

Response to UPS/USPS-T20-7. 

This information is not available. Please refer to the above response to UPSIUSPS- 

T20-5. 

. 

2 

i .,. 
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RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 
OF UNITED PARCEL SERVICE 

(REDIRECTED FROM WITNESS WADE) 

UPS/USPS-T2O-S. For the Base Year, on segments where both VSD and HCR are 
available, what percentage of HCR segments are available under: 

Ii$ 
intra-SCF contracts; 
inter-SCF contracts; 

03 intra-BMC contracts; 
inter-BMC contracts; 
all other contracts (please specify). 

Response to UPS/USPS-T2O-S. 

This question is unclear. All contracts are by definition purchased transportation and 

thus HCR segments. 



RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 
3422 

OF UNITED PARCEL SERVICE 
(REDIRECTED FROM WITNESS WADE) 

UPS/USPS-TZO-18. For the Base Year, what percentage of annual HCR CFM involved 
an AMC/AMF as either the origin service point or destination service point? 

Response to UPS/USPS-TZO-18. 

This information in not available. Please refer to my response to UPS/USPS-T20-5. 
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CHAIRMAN GLEIMAN: Then let's move ahead with the 

library references. 

BY MS. REYNOLDS: 

Q At this point, Ms. Nieto, I am showing you two 

copies of each of two library references. They are Library 

Reference H-85 and H-104. 

Are you familiar with these library references? 

A Yes, I am. 

Q Could you briefly describe your role in the 

creation of each of these library references? 

A These library references were created by me or 

under my direct supervision. 

Q Are you prepared to respond to questions 

concerning them? 

A Yes, I am. 

CHAIRMAN GLEIMAN: As has been our piractice, I am 

going to reserve the rights of the parties to object in 

writing to these library references being entered into 

evidence. But if someone has a comment now that they would 

like to make, I will entertain the comments. 

Yes, sir. 

MR. LEVY: Thank you, Your Honor. David Levy for 

the Alliance of Nonprofit Mailers. 

My only comment, because -- at this point is I 

don't think we had notice that this witness was going to 

ANN RILEY & ASSOCIATES, LTD. 
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sponsor these two library references and we would like to 

have an opportunity to review them and if we believe 

cross-examination is appropriate, do so at a time when we 

have a chance to do so. 

CHAIRMAN GLEIMAN: That is going to be our 

standing order. This may become more than a lo-month case 

before it is all over, but we will make sure that everyone's 

rights are protected with regard to additional 

cross-examination and/or discovery with respect to late 

entered library references. 

Mr. Wells, did you have a comment at this point? 

MR. WELLS: Yes, Mr. Chairman. The witness also 

provided library reference H-288 in response to an 

interrogatory. What will be the status of that library 

reference? 

CHAIRMAN GLEIMAN: I don't recall the 

interrogatory that you are making reference tcs and whether 

there were excerpts from the library reference which were 

attached to the answer or whether the library reference was 

submitted in its entirety. I would be delighted to have 

either your assistance or that of Postal Service counsel. 

To the extent that actual pages were incorporated 

into the response and if that response has been designated, 

then it would wind up as part of the designated written 

cross-examination. 

ANN RILEY & ASSOCIATES, LTD. 
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MS. REYNOLDS: Is my understanding correct that if 

the library reference was created solely in response to the 

interrogatory that it would be incorporated by reference 

once the interrogatory were designated into the record? 

CHAIRMAN GLEIMAN: Yes. 

MS. REYNOLDS: I'll have to check back and make 

sure that you've designated that interrogatory response. 

MR. WELLS: The interrogatory was P-2-54 and the 

response was please refer to Library Reference H-288 filed 

October 1, 1997. 

MS. REYNOLDS: Then it is my understanding that 

that's going to be incorporated by reference into the 

record? 

CHAIRMAN GLEIMAN: I think the understanding is 

correct at this point. 

MR. WELLS: I just needed the clarification and, 

Mr. Chairman, before we leave designated written cross I do 

have one additional item of written cross that was delivered 

to me this morning for this witness. 

CHAIRMAN GLEIMAN: If we could dispense with the 

library references and then we'll come back to the written 

cross. 

MS. REYNOLDS: That's all we have as far as 

library references, Mr. Chairman. 

CHAIRMAN GLEIMAN: If you would please provide 
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copies of the library references to the reporter, I'll 

direct that they be accepted into evidence but not 

transcribed into the record. 

[Library References II-85 and H-104 

were marked for identification and 

received into evidence.] 

CHAIRMAN GLEIMAN: Mr. Wells, you indicated you 

had some additional designated written cross examination? 

MR. WELLS: Yes, Mr. Chairman. This morning the 

Postal Service provided me with the response to FGFSA 

USPS-T-2-12, which was one to which they had f!iled an 

objection and how have filed the response. 

BY MR. WELLS: 

Q I'll hand a copy of this to the witness and ask if 

that response was prepared by you or under your direction 

and supervision. 

A Yes, it was. 

MR. WELLS: Mr. Chairman, I hand two copies -- 

CHAIRMAN GLEIMAN: If these questions were asked 

of you today, your answers would be the same? 

THE WITNESS: Yes, they would. 

MR. WELLS: And two copies to the reporter, and 

ask that they be received as further written 

cross-examination of the Florida Gift Fruit Shippers 

Association. 
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CHAIRMAN GLEIMAN: The two copies of the 

additional designated written cross examination will be 

given to the reporter, and I direct that they be accepted 

into evidence and transcribed into the record at this point. 

[Additional Designation of Written 

Cross-Examination of Norma Beatriz 

Nieto was received into evidence 

and transcribed into the record.] 
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RESPONSE OF POSTAL SERVICE WITNESS NIETO TO INTERROGATORIES 3428’ 
OF FLORIDA GIFT FRUIT SHIPPERS ASSOCIATION 

FGFSAKJSPS-TZ-12. 

Please confirm that TRACS data are used to estimate on a quarterly basis the 
percentage of capacity utilized with respect to the four different highway 
accounts. 
a. Confirm that the TRACS data for the highway capacity utilization factors 

for FY 1995 is accurately reflected in the following table. 

(TABLE WAS OMIT-TED) 

- 

b. 

C. 

Provide a similar table showing the highway capacity utilization factors for 
FY96. 
Provide comparable capacity utilization data for each of the FYs from 
1990 through 1994. 

Response to FGFSAIUSPS-T2-12. 

a. Answer filed September 18, 1997. 

b. Answer filed September 18, 1997. 

C. Please refer to the attached table on the following page. 
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1 CHAIRMAN GLEIMAN: Is there anyone else? 

2 Five participants have requested oral cross 

3 examination of this witness: The Alliance of Nonprofit 

4 Mailers, and American Business Press, the Florida Gift Fruit 

5 Shippers Association, McGraw-Hill Companies, Incorporated, 

6 and the Office of the Consumer Advocate. Does any other 

7 participant wish to cross examine this witness? 

8 If no one else wishes to cross examine this 

9 witness, then Mr. Levy, Mr. Thomas? 

10 Mr. Levy, you can begin 

11 MR. LEVY: Thank you, Your Honor. 

12 CHAIRMAN GLEIMAN: But only -- but only -- you can 

13 begin, but only if you don't call me Your Honor. 

14 MR. LEVY: I won't call you Your Lordship 

15 either -- 

16 CHAIRMAN GLEIMAN: I'm definitely not Your 

17 Lordship. 

18 MR. LEVY: May I raise a housekeeping matter off 

19 the record for a second? 

20 [Discussion off the record.1 

21 CROSS EXAMINATION 

22 BY MR. LEVY: 

23 Q Good morning, Ms. Nieto. My name is David Levy. 

24 I will be cross-examining for the Alliance of Nonprofit 

25 mailers. 
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A Good morning. 

Q Now, part of your testimony describes the TRACS 

cost system; is that correct? 

A That's correct. 

Q And in this case the Postal Service is using TRACS 

to distribute the costs of purchased transportation by rate 

category; is that correct? 

A That's correct, for certain accounts, yes. 

Q And I want to focus on highway transportation. 

That's those tractor-trailers that are full of mail or 

partially full of mail. 

A Okay. 

Q I want to make a simple example to illustrate my 

point. I am going to draw on the easel next to the 

Commission's bench a very simple route that shuttles between 

two points. One of them is a bulk mail center and the other 

is a sectional center facility. And the truck goes from the 

bulk mail center to the SCF and then it goes back. 

For convenience, may we refer to the first leg 

from the BMC to the SCF as the outbound leg? 

A Yes. 

Q And may we refer to the return leg as the inbound 

leg for convenience? 

A Yes. 

MR. LEVY: And, Mr. Chairman, what I propose to do 
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with this and two other drawings is, at the end of the 

cross-examination, I will reduce them by hand to 

8-l/2-by-11, obtain the consent of Postal Service counsel 

that they are faithful reductions and then photocopy them. 

May I mark this as a cross-examination exhibit? 

CHAIRMAN GLEIMAN: Please do. 

MR. LEVY: And I apologize, I have forgotten the 

numbering convention. 

CHAIRMAN GLEIMAN: Well, let's see, how do we 

mark? I forget my numbering convention sometimes too. This 

is the Alliance of Nonprofit Mailers dash, or whatever -- 

MS. REYNOLDS: Mr. Chairman, the Postal Service 

would like to reserve our right to object to their admission 

into the record, depending on how simple they remain. 

MR. LEVY: Fair enough. 

CHAIRMAN GLEIMAN: Certainly. I tak:e it, 

Ms. Reynolds, that you weren't in the room when we did 

nonresident surcharges in the special service case? 

MS. REYNOLDS: No, sir. 

CHAIRMAN GLEIMAN: It got pretty dic:ey up there 

with the drawings and I think that Mr. Levy is going to be a 

much better artist than I was. 

XE, back to the -- 1. 

[Cross-Examination Exhibit No. 

ANM/USPS-XE-1 was marked for 
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MR. LEVY: Thank you, Your Honor. I mean, 

Mr. Chairman. 

BY MR. LEVY: 

Q NOW, the TRACS system would distribute the costs 

of each leg or Trip, with a capital "T" separately; is that 

correct? 

A TRACS doesn't really distribute the costs to a 

specific leg. Rather, the cubic foot miles on each of those 

Trips, assuming that both were sampled, would be 

incorporated into the distribution key. 

Q Well, let's assume that on the two separate legs, 

there is a different level of capacity utilization in the 

truck. That is, there is more empty air in one than in the 

0the.r. -Do you follow that assumption? 

A Yes. 

Q TRACS has a method for assigning the cost of that 

empty space to the mail that's on the particular leg; isn't 

that correct? 

A Yes. We assign empty space to the mail which was 

sampled on that leg, yes. 

Q And it's done separately by leg, isn't it? 

A It's done separately in that TRACS wouldn't 

necessarily sample both the inbound and outbound movement of 

the same route trip. 
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CHAIRMAN GLEIMAN: Mr. Levy, could I ask you to 

pull the floor mic a little closer to you? Thank you. 

BY MR. LEVY: 

Q When TRACS distributes the cost of the empty space 

in a truck, you distribute it solely to the mail that is in 

the truck in that leg, right? 

A That's correct. 

Q Now, I want to raise a slightly different issue. 

The distribution key used by TRACS could differ depending on 

whether two containers of mail are stacked one above the 

other or sitting side by side on the floor of a truck; isn't 

that true? 

A The cubic foot miles which would be taken into the 

distribution key would differ, yes. 

Q Because it measures cubic -- it measures the 

footage on the floor, as -- is that correct? 

A Yes, that's correct. 

Q Now, I want to raise another issue and I will go 

to a second chart, which I hope is also simple. 

CHAIRMAN GLEIMAN: By the way, if any other party 

wants to use an easel and some paper to make some drawing on 

for cross-examination, if they would let us know in advance 

we do have supplies such as that here. It would perhaps 

save folks from having to lug extra materials. 

MR. LEVY: This figure I will mark as 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



3435 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ANM/USPS-XE-2. 

[Cross-Examination Exhibit No. 

m/USPS-XE-2 was marked for 

identification.1 

BY MR. LEVY: 

Q I want you to consider, Ms. Nieto, a hypothetical 

movement on the route we just 6aw in the previous figure and 

the first leg, BMC to SCF, second leg, SCF back to the BMC. 

And I want you to assume with me that the truck carries two 

different kinds of mail. One is drop ship mail and the 

other is non-drop ship mail, to make this simple. And then 

we'll have a third passenger on the truck, empty space. 

Are you with me so far? 

A Urn, you're just using drop ship and non-drop ship 

as just two random classes of mail, right? I just want to 

note that TRACS doesn't distinguish between the two. 

Q That's fair enough. 

Now, let's assume that on the first leg of the 

movement, 99 percent of the capacity of the truck is filled 

up with drop ship mail, one percent of the capacity is 

filled up with non-drop ship mail and zero is filled up with 

empty space. Do you follow those numbers? 

A Yes. 

Q Now, let's assume that at the end of that leg, the 

truck gets to the SCF and all of the contents are taken out 
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and unloaded. Do you follow that assumption? 

A Yes. 

Q Now, at that SCF, some additional mail, some new 

mail, is put on the truck and it is only non-drop ship mail 

and it fills up one percent of the volume of the truck's 

capacity. There is no drop ship mail put in at that point 

and 99 percent of the capacity is empty. Do you follow 

those assumptions? 

A Yes, although I would like to note that that's 

pretty unlikely. 

Q The truck goes back to the BMC and is emptied out. 

Do you follow that assumption as well? 

A Yes. 

Q Now, I want to do the arithmetic in this scenario 

and figure out how TRACS would distribute the cost of the 

two legs. 

For the first leg from the BMC to the SCF, the 

TRACS system would distribute 99 percent of the cost of that 

leg to the mail that happened to be drop ship mail and 1 

percent to the mail that happened to be non-drop ship mail? 

A Yes, cubic feet, yes. 

Q But cubic feet is how they would distribute the 

costs of the leg, right? 

A Correct. 

Q And on the leg, the inbound leg from the SCF to 
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1 the BMC, the TRACS would distribute 100 percent of the costs 

2 of that leg to the mail that happened to be non-drop ship 

3 mail, right? 

4 A That's correct. 

5 Q Okay. 

6 Now, you've talked about TRACS being a snapshot. 

7 I think you've used that word, haven't you? 

8 A Yes, I have. 

9 Q I want to look at a little broader picture. 

10 Sometimes when you maintain a truck that moves from one 

11 point to the other and then back, you want to have a ready 

12 or steady supply of trucks at the first point, the BMC, 

13 don't you, if you are going to be making peric'dic movements? 

14 A I don't really know about how purchased 

15 transportation is managed at the facilities. 

16 Q Let me ask a simple question and if you don't feel 

17 qualified to answer it, just tell me. If you want to be 

18 dispatching trucks out from a BMC or from any other point on 

19 a regular basis, you somehow have to bring back a supply of 

20 trucks to that point, don't you? 

21 A Again, I’m not really qualified. But the Postal 

22 Service -- route trips are separate. It can contract for 

23 one-way transportation if it wants to. 

24 Q Well, how would the trucking company provide a 

25 fresh supply of trucks at the BMC if it didn't somehow bring 
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them back? 

CHAIRMAN GLEIMAN: Mr. Levy, you are going to have 

to move closer to the mic. 

MR. LEVY: I'm sorry. 

BY MR. LEVY: 

Q How would the trucking company supply a fresh 

supply of trucks at the BMC if it didn't somehow bring them 

back? 

MS. REYNOLDS: At this point, Mr. Chairman, we are 

going to object. Witness Nieto is not testifying as to how 

the Postal Service manages to get the number of trucks it 

needs; we are measuring what's on the trucks. 

MR. LEVY: I'll move on to a different line. 

CHAIRMAN GLEIMAN: All right. Thank you. 

BY MR. LEVY: 

Q I've got room at the bottom to write some more. 

Now, at the bottom of Cross-Examination Exhibit 2, 

I want to make another chart and I want to show the 

distribution of costs and cube of volume for the two kinds 

of mail, viewing the round trip as a whole as opposed to 

each leg separately. And, again, we've got drop ship mail, 

non-drop ship mail, percentage of volume and percentage of 

cost. 

Now, in the route we are describing, drop ship 

mail accounts for 98 percent of the round trip mail volume, 
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right? That is, 99 percent -- I'm sorry, it accounts for 

49-l/2 percent of the round trip volume? 99 percent out and 

zero back? 

A 44-l/2 percent? 

Q 49-l/2, half of 99. 

A Yes, 49-l/2, sorry. 

Q And the non drop mail accounts for 1 percent of 

the total round-trip volume of mail, approximately? 

A Yes. 

Q The TRACS system attributes -- I'm sorry, I made a 

mistake that shows lawyer math on the fly. 

Going back to the percentage of volume, drop ship 

mail accounts for approximately 98 percent of ,the total 

volume of cube miles of mail actually carried Ion the truck 

in the round-trip -- that is, that the precise fraction is 

99 over lOl? 

A That's correct. 

Q And non drop ship mail accounts for approximately 

2 percent of the total mail volume on the round-trip, that 

is 2 over lOl? 

A That's correct. 

Q The TRACS system, if you did it for both legs of 

the movement, would assign slightly under half or about 49.5 

percent of the cost of the round-trip to non drop ship mail? 

A You don't really assign the cost of a round-trip. 
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Q But if you added up the cost of the two legs 

separately, it would come out to 49.5 percent, wouldn't it, 

because it would assign 99 percent of the cost of the 

outbound leg to Drop ship mail and zero percent of the cost 

of the inbound leg to Drop ship mail? 

A If you assume that the cost of an inbound leg and 

an outbound leg, if you are assigning of the cost of the 

contract, dividing it by two, the way TRACS works it simply 

applies the cost per cubic foot mile to the whole contract. 

Q Okay, but the number -- I am focusing on the 

arithmetic under those assumptions -- would be 49.5 percent? 

CHAIRMAN GLEIMAN: While the witness is doing the 

calculation, I would remind counsel, not only the counsel 

who is cross examining now but others, that while the math 

seems simple, ~doing it on the fly sometimes is not so 

simple, as counsel learned himself, and the rules for 

complicated cross examination exhibits to be provided in 

advance of cross examination. 

I think that this one borders on being 

complicated. 

MR. LEVY: These are my last two numbers, the two 

blank spaces. 

CHAIRMAN GLEIMAN: Okay. 

THE WITNESS: I’m sorry, I’m having a difficult 

time. 
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COMMISSIONER LeBLANC: Could you repeat the 

question for me, since I have lost track now? 

MR. LEVY: Yes. 

BY MR. LEVY: 

Q If you were trying to figure out the distribution 

of the cost of a round trip between drop ship and non drop 

ship mail for both legs, what percentage of that round trip 

cost, both legs, would be assigned by TRACS to drop ship 

mail? That is the question. 

A Yes, that's correct, 49-l/2. 

Q And the missing number, the percentage of the 

round-trip costs that is assigned by.TRACS to non-drop-ship 

mail for the round trip in this scenario is 50.5; right, the 

residual? 

A Yes, that's correct. 

Q What would TRACS do -- to change a hypothetical 

slightly, what would -- how would TRACS attribute the return 

leg if the mailer who deposited the non-drop-ship mail in 

the return leg went out of business and the return leg had 

an empty truck? 

A If the data collector opened up a truck and there 

was no mail on it, those -- none of it would count in the 

distribution key. 

Q Well, to what would the costs of the return leg be 

distributed? 
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1 A The costs -- again, the costs of a particular leg 

2 or movement per se are not distributed. The cubic-foot 

3 miles which are measured by the data collectors are 

4 multiplied by the cost of the cubic foot -- cost per 

5 cubic-foot mile of the contract, and then those are the 

6 basis for the distribution key. If only -- we only 

7 sample -- we try to expand up to cubic-foot miles, and then 

8 those cubic-foot miles are weighted by the cost of the 

9 contract. So a truck that was empty would prc,duce no 

10 cubic-foot miles in the sample. 

11 Q Well, what would happen to the costs in a 

12 distribution? Would they ever come in? 

13 A Oh, you mean when the distribution key is applied 

14 to the overall account? 

15 Q Yes. 

16 A The distribution key -- my understandinqche 

17 distribution keys are applied to all the costs in a 

18 particular account. 

19 Q Maybe I'm misunderstanding. The costs of the 

20 return leg, the empty return leg, how would TRACS figure out 

21 what class of mail would pay that cost? 

22 A TRACS doesn't really calculate the total costs in 

23 an account. It develops proportions of cubic-foot miles 

24 which are weighted by costs, and then those proportions are 

25 applied to all the costs in a particular account. 
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Q Well, what proportion of the cost of the return 

leg would be weighted or applied to any particular class of 

mail if it was an empty truck? 

A Again, it wouldn't be included as a part of the 

expansion process. 

Q Would it just fall out? 

A Again, TRACS isn't trying to estimate total cost, 

it's only developing proportions of mail based on the 

cubic-foot miles which it samples on particular trucks. If 

one of the trucks that it sampled was empty, there's no 

cubic-foot miles of mail, therefore, that does not 

contribute to the distribution key. However, those costs of 

the contract would be in -- accruing to whatever account it 

was. 

Q And they would be distributed to classes of mail 

based on the distribution figured out by TRACS for trucks 

that had some mail in them? 

A That's correct. 

Q Let me go back to the scenario where there's a few 

pieces of mail in the return -- of non-drop-ship mail in the 

return leg. Remember we agreed that according to the 

arithmetic non-drop-ship mail in my hypothetical would 

account for about 2 percent of the round-trip mail volume 

but 50-l/2 percent of the round-trip costs. Do you recall 

that math? 
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A I agree that it accounts for 2 percent of the 

volume. However, the cost of a contract is jointly 

determined for all the mail -- it's not -- TRACS doesn't 

make any assumptions about which mail really was causing the 

cost. 

Q Well, doesn't TRACS assume by nature of its 

arithmetic that the cost of each leg is caused by the mail 

that happens to be carried on that leg? 

A Yes, that's correct. 

Q I mean, doesn't the TRACS methodology implicitly 

reject the notion that the cost of a trip is a joint cost of 

all the legs? 

A No, the cost per cubic-foot mile of the whole 

contract, which is determined by all the mail on there, is 

applied to all the mail which is sampled on an:y particular 

route trip leg which happens to be sampled by 'TRACS. 

Q Well, do you believe that if the 2 percent of mail 

on the return leg, non-drop-ship mail, disappeared from the 

system that the cost of the truck route would 'drop by 50-l/2 

percent? 

A Could you repeat the question? 

Q Yes. Do you believe that if that 2 percent of the 

mail volume on a round trip, that is, non-drop-ship mail, 

disappeared out of the system, that the costs 'of the truck 

route would drop by 50-l/2 percent? 
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A I don't know. I don't know what the Postal 

Service would do to reduce its -- it could reduce the number 

of trips or its truck capacity. I don't know. 

Q Now, do you know whether the -- on the average 

truck route the capacity utilization of each leg is the 

same? 

A I would guess that it's -- no, it's probably not. 

Q In fact, on average, outbound legs from a BMC to a 

smaller facility on an intra-BMC route tend to be more 

heavily loaded to capacity than other legs; right? 

A For intra-BMC movements -- for intra-BMC 

movements? 

Q Yes. 

A. Yes, if you specifically just restrict it to 

movements from the BMC to an SCF and from and SCF to a BMC. 

Q Well, we'll-start with that. That's good. 

A Yes, on average utilization is lower on inbound 

movements 

Q Now I want to move from the hypothetical to the 

real. Isn't it a fact that drop-ship mail that is BMC drop 

ship mail is entered at BMCs rather than other stops along 

the route? 

A I don't really know that. 

Q Have you studied whether drop ship mail appears 

uniformly on average on the different legs of a route? 
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A No, I have not. 

Q Supposed that it were in fact BMC mail on average 

appeared more in the heavily-loaded legs of a route than in 

the lightly-loaded legs of the route. 

Do you follow that assumption? 

A Could you repeat that? 

Q Yes. Suppose that on average BCM drop ship mail 

appeared disproportionately in the heavily-loaded legs of 

truck routes. 

A You mean legs that are more utilized? 

Q Fuller. Trucks are fuller. Do you follow that 

assumption? 

A I will take it at your word, yes. 

Q If that in fact is the case then TRACS would apply 

a smaller expansion factor on average to that mail than to 

other mail, expansion factor for the cost of the empty 

space, right? 

A Yes Expansion factor to account for empty space 

is necessarily less on movements that are fuller. 

Q And do you know whether -- and here is why my 

clients pay me to ask these questions -- do you know why, do 

you know whether commercial standard mail and nonprofit 

standard mail are drop shipped to the same extent? 

A I don't really know. 

MR. LEVY: Thank you. That's all I have, Mr. 
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Chairman. 

CHAIRMAN GLEIMAN: American Business Press -- I'm 

sorry? 

MR. LEVY: Before Mr. Feldman starts, I would move 

the Exhibits XE-1 and XE-2 into evidence at this time and I 

will provided counsel for the Postal Service a:nd I will 

agree on an 8.5 x 11 reproduction which I woul~d photocopy. 

CHAIRMAN GLEIMAN: Ms. Reynolds? 

MS. REYNOLDS: At this point we don't have an 

objection. 

CHAIRMAN GLEIMAN: That being the case, ANM -- 

MR. McKEEVER: Mr. Chairman, excuse 'me -- John 

McKeever for United Parcel Service. 

May I seek clarification, please? 

CHAIRMAN GLEIMAN: Certainly. 

MR. McKEEVER: Are the exhibits beinq admitted 

into evidence or just transcribed into the transcript for 

purposes of illustration? 

CHAIRMAN GLEIMAN: Mr. Levy? 

MR. LEVY: I am asking that they be admitted into 

evidence. Obviously these are admitted into evidence as 

hypotheticals, not as evidence by a particular movement. 

MR. McKEEVER: Thank you, Mr. Chairman. 

MS. REYNOLDS: Mr. Chairman, if we could change 

our opinion on that, these were not provided into evidence 
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and you yourself noted that they are somewhat complex. 

We would instead ask that they be moved into the 

record for purposes of illustration only, as cross 

examination exhibits. 

MR. LEVY: I guess I would respond that that 

doesn't seem like the right remedy for complexity. 

If there is a problem with arithmetic -- 

CHAIRMAN GLEIMAN: I'll tell you what we are going 

to do. We're going to take a 10 minute break now. 

During the 10 minute break you are going to 

attempt to reduce those to 8.5 x 11 and show them to the 

Postal Service counsel, at which point in time I will make a 

ruling on the objection of the Postal Service. 

One way or another they are going to wide up 

either as a cross examination exhibit or as evidence in the 

record, so have to have them reduced and I think that 

reduced without the cross outs and write-avers maybe will 

make it a little bit more clear. 

I will tell you right now, I lean in the direction 

of overruling the Postal Service on the objection. I am 

going to reserve and not rule right now because there is a 

great deal of material which parties on either side of this 

case have not seen in advance of walking into the hearing 

room or didn't know that something was going to be in the 

record and I am interested in keeping everyone on an equal 
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My inclination is to let it in as evidence but 

let's reduce it and take a look at it first, and come back 

at 25 after the hour, okay? 

[Recess.] 

MR. LEVY: Mr. Chairman, I will tendar to the 

reporter two copies each of Cross-Examination :Exhibits 1 and 

2. These are S-1/2 reductions of the figures ton the easel. 

I believe -- I have shown them to counsel for ,the Postal 

Service. I believe there is agreement that they are 

accurate reductions but not that they should go into 

evidence. 

MS. REYNOLDS: Mr. Chairman? 

CHAIRMAN GLEIMAN: Ms. Reynolds? 

MS. REYNOLDS: The Postal Service co:ntinues to 

have reservations about the evidentiary value 'of the 

cross-examination exhibits. Your point was well taken 

earlier and we would be more comfortable if thsey were 

admitted into the record for the purpose of 

cross-examination exhibits only. 

CHAIRMAN GLEIMAN: In light of the f,act that you 

recognize their questionable value for evidentiary purposes, 

inasmuch as they were based on a hypothetical 'question, I 

think that you have made the point and I am going to 

overrule and admit them into evidence and they will be given 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3450 

the appropriate weight. And as I said earlier on, I guess I 

have gotten to the point now where I am trying to treat 

everyone equally unfairly in terms of the extent to which 

they are disadvantaged by not having seen materials before 

we enter the room each morning. 

That's AN&J/USPS Cross-Examination Exhibits Number 

1 and 2 are admitted into evidence and copied into the 

record. 

[Cross-Examination Exhibit Nos. 

ANM/USPS-XE-1 and ANM/USPS-XE-2 

were received into evidence and 

transcribed into the record.] 
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CHAIRMAN GLEIMAN: Does that create undue 

hardship, Mr. Court Reporter? Okay, then we will do it that 

way. 

That brings us to American Business IPress, 

Mr. Feldman. Begin your cross-examination. 

MR. FELDMAN: At the present time, based on where 

we are in the process, we are going to forgo oral cross at 

this time but we would like to reserve the right to follow 

up questions to the witness. Thank you. 

CHAIRMAN GLEIMAN: Most certainly. 

Mr. Wells, then, we will proceed with your 

cross-examination. 

MR. WELLS: Thank you, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. WELLS: 

Q I am Maxwell Wells appearing for the Florida Gift 

Fruit Shippers Association. 

Ms. Nieto, you, I believe, disclaimed your 

accounting background. In what capacity do you appear, as 

an economist? 

A I wouldn't characterize myself as such. I am just 

here to represent the methodology of TRACS and just explain 

it. 

Q But do you make that explanation and presentation 

as an economist? 
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1 A No, I would not. 

2 Q In what capacity do you make the presentation? 

3 A I have a background in statistics and economics. 

4 I'm just an analyst, I guess. 

5 Q Well, before we get started, I need some 

6 clarification of some terms that you use in your testimony 

7 and in responses to the interrogatories. You 'use a term 

8 "route trip." What does that mean? 

9 A Each contract -- I define it -- let 'me start by 

10 defining what I call contract, which is just the agreement 

11 between the Postal Service and a transportation provider. 

12 Under each of the contracts, there can be several route 

13 trips. And these route trips are a contract for 

14 transportation between several points. They can be just one 

15 point to point or they' can serve multiple facilities. 

16 Q On intra-BMC transportation, if the 

17 transportation -- if the contract calls for a 'movement from 

18 a BMC with stops at two SCF facilities and a return, 

19 stopping at the SCF facilities and ending up at the BMC, is 

20 that complete transportation the route? 

21 A No, the BMC to SCF to SCF movement would likely be 

22 one route trip. The movement -- 

23 Q All right. 

24 A -- from the SCF back to the BMC or whatever stops, 

25 that would be a separate route trip. 
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1 Q How would you characterize the complete trip? 

2 A I wouldn't. And we treat them, each route trip, 

3 individually. 

4 Q Is -- you use the term "route trip," you also used 

5 the term "contract route trip." Is there a difference 

6 between those two terminologies? 

7 A No. 

8 Q And then you use a term "route trip segment." 

9 What is that? 

10 A The route trip segment refers specifically to just 

11 one SCF to another. If there's more than one stop on a 

12 trip, it's just one from -- for example, for the one that is 

13 BMC, SCF, SCF, either the movement just from the BMC to the 

14 SCF is a segment, the movement to the SCF to the SCF is 

15 another segment. 

16 Q All right. 

17 When you were talking to Mr. Levy, the terminology 

18 "leg" appeared. Is that equivalent to a segment? 

19 A Yes, it is. 

20 Q All right. Then you use a terminology you said, 

21 one segment on one trip on each contract route. Now, a 

22 segment is one portion of a transportation movement between 

23 two Postal facilities; is that right? 

24 A That's correct. 

25 Q And one trip is a -- made up of several segments 
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with the transportation moving in one direction for an 

intra-BMC either in to the BMC or out from the BMC? 

A Generally, although when a movement !goes from a 

BMC to an SCF to an SCF, it's a little nebulou;s that it's 

really going in one direction or another. 

Q Well, how do you identify it? 

A We identify it if the movement -- if the last stop 

on a route trip is a BMC, we define that movement as 

inbound. Otherwise, it is outbound. 

Q ,A11 right. You say one segment of 0:ne trip on 

each contract route. Now, a trip I believe we explained is 

a one-way direction, either into or out from t:he BMC; is 

that right? 

A That's correct. For inter-BMC. 

Q And what is the contract route-? 

A The contract -- contract route, I've defined the 

same as a contract route, contract being -- IVn sorry. 

The contract route is the same as the contract in 

this case. 
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Q A contract route is the entire contract which 

includes the movement from the BMC to the SCF and back to 

the BMC; is that right? 

A Yes, it can include others but -- 

Q We limit this to intra-BMC transportation and the 

entire contract would be outbound and inbound, the 
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combination of the two? 

A Yes. When I said it could include others, it 

could be under the same contract that that particular 

contract would serve another type of facility or another 

BMC . 

Q One contract may call for different types of 

transportation; is that right? 

A That's correct. 

Q All right. 

Then you include a terminology or you combine 

terms and you say a route trip segment day. Now, what does 

that mean? 

A The route trip segment day is the sampling unit of 

TRACS where the route trip is, as we defined, going -- you 

can say- going in or out. The segment is the 

particular -- the particular point-to-point mo.rement and the 

day is just the day on which it is sampled. 

Q Very well. Now, then you use a term t'item.11 Now, . 

is an item a container? 

A Is there a specific reference that I could -- I 

know I use the term different times. 

Q In our interrogatory 4, you talk about it being an 

item such as a sack, a tray, et cetera. 

A Yes, the item, it can be a sack, a f:Lat tray, or 

it could be also a loose parcel. 
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1 Q An item could be a loose parcel? 

2 A Yes. 

3 Q Do you mean a single parcel bed-loaded on the 

4 floor of the truck is an item? 

5 A It can be; yes. 

6 Q Under TRACS' definition is it? 

7 A Yes, it is. 

8 Q Is a wheeled container an item? 

9 A No. 

10 Q So an item is a single piece or a letter tray or a 

11 sack or similar type of container, but not a wheeled 

12 container? 

13 A Yes. The way the sampling works is Ithe way we 

14 define an item. A wheeled container can contain -- a 

15 wheeled container would have items in it for sampling which 

16 would be -- could be sacks or trays or loose parcels. But 

17 there could also be loose items on the floor which would be 

18 again could be sacks, parcels, trays. So that's how I would 

19 define an item. 

20 Q But a loose item, a single parcel, bed-loaded on 

21 the floor, is an item as used in TRACS; is that correct? 

22 A Yes, it is. 

23 Q Then you use a term "item type," t-y-p-e. Is 

24 there a difference between item and item type? 

25 A Item type just identifies what the item is. The 
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item type would be for example "S" for "sack11 or "L" for 

l'loose item." It's just basically the identifier of the 

category of items. 

Q Now the TRACS programs, you've got the edit 

programs and you've got the expand programs. 

A That's correct. 

Q In the edit program flat file there is some data 

for Wt. Would you tell me what Wt in the edit program flat 

file is? 

A It is the weight of a particular group of mail 

code pieces. 

Q Is it the weight of the sample mail? 

A Yes. For example, if we have a sack -- the 

sack -- if the data collector sampled a sack, lrhe sack would 

be the item, and then let's say there were two different 

mail codes within that sack, the first mail code would be 

weighed -- the group of mail code altogether would be 

weighed, and that would be -- the weight of that mail code 

for that observation which would be what Wt is, and then 

there would be another record for the other ma:il code in 

that sack which would also have its own weight, Wt. 

Q Wt or weight is the weight of the sampled mail 

piece, is that right, or pieces? 

Correct. 

And is that definition as the Wt used in the first 
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expand program the survey file? 

A Yes, it is. 

Q And is this the actual weight as a result of a 

scale-weighing? 

A Yes, it is. 

Q All right. 

Our Interrogatory 6, that's FGFSA USPS-T-2-6 -- 

A Okay. 

Q Initial portion of that requested confirmation 

that the percent of a total sample size allocated to each 

facility type is as shown on Exhibit 2 on page 3 of Library 

Reference H-78. You did not respond to that. Would you 

please now either confirm or nonconfirm that? 

A Yes, we confirm. 

Q In B you refer to the criteria in assigning 

sampling percentages as the efficient allocation of limited 

data collection resources. Would you please explain that? 

A Yes. The data collection resources are limited by 

two constraints, the first being the cost of the data 

collection and the second being the amount of disruption and 

delay in Postal Service operations when they take the mail 

and they delay it for processing. 

Q Well, is it more efficient to, in terms of cost, 

to sample at a BMC facility than it is at an SCF facility? 

A There are some efficiencies of sampling at a BMC 
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1 because generally at the BMC there's a greater amount of 

2 mail unloaded from the truck -- that is, not all the mail at 

3 a BMC for the most part gets unloaded there. So therefore 

4 that's available for sampling. Whereas sometimes on an SCF 

5 movement there's, you know, there can be mail going 

6 downstream, and so that the percentage of mail which is 

7 actually available for sampling would be less. 

8 Q On intra-BMC movement if it's sampled at the BMC 

9 it necessarily would unload all of the mail in the vehicle, 

10 wouldn't it? 

11 A I'm sorry, could you repeat the question? 

12 Q If it was an intra-BMC route -- 

13 A Urn-hum. 

14 Q Is the sampling occurred at the BMC, this is the 

15 last stop on that route, isn't it? 

16 A Yes. 

17 Q And all of the mail on the truck would be unloaded 

18 there every time. 

19 A Well, I don't know if it would happen every time. 

20 I'm sure there are some instances where for some reason 

21 there might be something that goes on. But for the most 

22 part, yes. 

23 Q Can you think of any example of why the inbound 

24 mail to the BMC would not be unloaded at the BMC? 

25 A Only if there were some mail that was destined for 
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another facility. 

Q Well isn't the BMC the last stop? 

A I haven't examined every route trip to determine 

if the BMC is always the last stop on a particular route 

trip. 

Q By your TRACS definition on an inbound movement, 

isn't the BMC the final destination? 

A On an inbound movement; yes. 

Q All right. So if the sample is taken at the BMC 

on an inbound movement, is there any circumstance under 

which all of the mail would not be unloaded? 

A I can't think of one; no. 

Q And when you say the efficient allocation of 

resources, do you mean for the convenience of the Postal 

Service? 

A Not really. The amount of mail -- because all of 

the mail is unloaded at the BMC, there's a lot more mail 

available for sampling. Therefore, we can get a more 

representative sample or more robust sample. 

Q Isn't there more mail on the outbound movement? 

A There might be more mail altogether, but as far as 

the amount of mail unloaded, not necessarily, because some 

can remain that would be going down to downstream 

facilities. 

Q Well, referring to your answer to our 
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Interrogatory 12, for 1966 if you sampled at t:he -- an SCF 

outbound and at quarter to you had 75 percent (of the truck 

was utilized and at the BMC on the inbound truck only 40 

percent. But you're telling me that there's more mail 

unloaded at the BMC than there is at the SCF. 

A This is strictly the empty-space porzion. When 

they open the truck they record the empty space. It doesn't 

necessarily mean that all that mail which was con the truck 

was unloaded at that facility. This isn't the unloaded 

portion of mail. 

Q Well, there's more mail on the truck on the 

outbound movement, isn't there? 

A Yes, but it's not necessarily all available for 

sampling is all I'm saying. 

.Q- All right, going back to our interrogatory 6, you 

say minimization of overall variance and the resulting 

distribution key. Please explain what you mean there. 

A By sampling movements more frequently where there 

is more unloaded mail, you tend to -- you would reduce the 

amount of variance associated with that particular facility 

category type, if you will, for example sampling at an 

inbound versus an outbound. So one example of this would be 

sampling more mail at a particular facility type can 

reduce your variance if there is more variance inherent in 

the mail or the -- if there is more mail unloaded, you would 
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reduce your variances. 

Q Is this variance you refer to here the econometric 

measure of variance? 

A I would say it is a statistical variance. 

Q A statistical variance. All right. And you say 

you minimize that variance because of how? 

A I didn't say that we were minimizing variance. I 

just said that two criteria that were used in the sampling 

percentages were to try to minimize variance. 

Q But you're not saying that you do minimize 

variance? 

A No, I'm not. 

Q Under C of number 6, how frequently does an SCF 

transportation contract include a route trip to a BMC? 

A An inter-SCF contract? 

Q That's what you say, inter-SCF contract do 

occasionally have BMC stops and I want to know how many of 

these inter-SCF contracts include a route trip to a BMC? 

A I wouldn't know that off the top of my head. 

Q Where would we look to get that information? 

A You could read in the frame data, the NAsdata 

that contains the route trips and look and see how many 

inter-SCF contracts had a BMC as one of the destinations. 

Q Well, if there is a route trip to a EMC facility 

in an inter-SCF contract, is that contract classified as an 
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A It would -- I guess it would be classified as 
w 

whatever it &?classified& at the time it was put 

together. We talked about how there's different route trips 

under a contract and it can be that one of thc,se route trips 

that happens to be served by that same contract does go to a 

BMC and that would be a separate route trip but it would 

still be under the same contract. And because the whole 

contract has to be classified in one or another account, it 

would -- you know, it could be put into inter-SCF if the 

majority of the movements under it were SCF to SCF movements 
x6- 

and it just happened that there was one that was*the BMC. 

Q Refer to your response to our interrogatory number 

11. In B-2, you say it is generally true but there may be 

exceptions. The question relates to mail that is unloaded 

at the BMC consists of mail that originated at facilities 

from within the areas served by the BMC. You say it's 

generally true but there are exceptions. 

What other Postal facility would put mail on the 

truck that is unloaded at the BMC? 

A Do you mean one that was outside of the area of a 

BMC? 

Q Well, I asked you to confirm that the sample 

represents mail that was originated at facilities within the 

area served by the BMC and you don't confirm that. You say 
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it's generally true but there are exceptions. And my 

question to you now is what Postal facility that's not 

served by the BMC would originate the mail that was on the 

truck unloaded at the BMC? 

A Well, one example would be where maybe there was 

an SCF that was -- or for example a Post Office that was 

right near the BMC and was technically outside the service 

area of the BMC, maybe there's a line. But it's actually 

technically closer to the BMC. So there might be a movement 

that goes from that facility to the BMC that crosses over 

the service area line. 

Q How did that mail get on the truck? This is a 

route, an intra-BMC route, serving that BMC and that route 

would go between the BMC and Postal facilities within the 

BMC service area, doesn't it? 

A Oh, what I was not confirming was that necessarily 

that facility would be within the service area of the BMC as 

defined by -- I'm not sure who defines it but mail 

processing folks. I'm not sure. 

Q You are saying that this is a Postal facility that 

the intra-BMC transportation provides the service for but it 

is not served by the BMC? 

A I'm not saying that it's not served by the BMC, I 

am saying that it may not technically be withi.n the service 

area of the BMC. That's all I'm saying. 
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Q In number 12, I asked you to please confirm that 

TRACS data are used to estimate on a quarterly basis the 

percentage of capacity utilized with respect to the four 

different highway accounts. And you say, not confirmed. 

Would you please explain why you would not confirm 

that statement? 

A To the extent that these were not trying to 

estimate capacity utilization by account, per se, for some 

other purpose other than just using the averages to allocate 

empty space within TRACS. 

Q Does the TRACS data estimate on a quarterly basis 

the percentage of capacity utilized with respect to the four 

different highway accounts? 

A For each facility type category, yes. Not for the 

overall account. Although I provided those figures. 

Q Following up on a question that Mr. Levy asked you 

about capacity utilization not being the same on each leg, 

and your response to Number 12 showing the highway capacity 

utilization factors for Fiscal Year '96 on intra-BMC, 

doesn't it show for Postal Quarter 1 that tests that the BMC 

is 48 percent? 

A 44.8. Yes. 

Q And his other point he mentioned was that the 

outbound SCF and it shows 73.8 percent for that quarter, 

doesn't it? 
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A Yes, it does. 

Q So isn't the capacity utilization di.fferent for 

those two legs? 

A It differs on average, yes. 

Q But as between those two legs, the average 

utilization is different? 

A Yes. 

Q Well, while are looking at this response here for 

highway capacity utilization, clarify for me and that is the 

percentage that is shown here. Is this the percent of 

utilization or percentage that it was empty? 

A Percentage of utilization. 

Q All right, so if we wanted to look at intra-BMC 

for Postal Quarter 1, you say that it was utilized to the 

extent of 44.8 percent. 

That means that it was empty to the extent of 55.2 

percent, is that right? 

A That's correct. 

Q Okay. In your response to Interrogatory 13 in 

Part B or A and B together, on the second page you say that 

the cubic foot miles of a class of mail are simply 

multiplied by the cost per cubic foot mile of the contract 

that they travel under. 

Do you in fact multiply the cubic foot miles of a 

class of mail? 
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Do you in fact use the cubic mile of a piece of 

mail? 

A Yes, through the expansion process we develop an 

estimate of the cubic foot miles. 

Q You take -- you sample and determine the number of 

pieces of a class of mail, correct? 

A Not the number of pieces, no -- the weight. 

Q When you sample it, doesn't the sampling personnel 

count the number of pieces that were sampled? 

A Yes, but pieces aren't used in the expansion. 

Q All right, but your sample does determine the 

number of pieces in the mail? 

A Yes. 

Q And each sampled piece is weighed and so you do 

know the weight of the mail? 

A The group of pieces is weighed, yes. 

Q And then you know the cubic foot miles that that 

sample mail travelled, correct? 

A Yes. 

Q But you do not multiply the cubic foot of the 

sampled mail by the cubic foot miles for that sample mail, 

do you? 

A Are you referring specifically to my response? Is 

that what you -- 

Q Your response says that you multiply the 
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1 cubic-foot miles of a class of mail by the cost per 

2 cubic-foot mile. And I want to find out -- 

3 A Of the contract, where they were traveling -- 

4 Q Of the contract. 

5 A Yes. 

6 Q Which they travel under. 

7 A Yes. 

8 Q But you don't do that, do you? 

9 A Yes. 

10 Q I thought that part of TRACS was that you took the 

11 measured cube of the -- or the computed cube of the sampled 

12 mail and expanded it to include all of the empty space. 

13 Don't you do that? 

14 A Okay. When I say cubic-foot miles here I'm 

15 referring to the expanded cubic-foot miles. 

16 Q My question to you was did you take.the cubic-foot 

17 miles of the sampled mail, and you say yes. A.nd now you say 

18 you don't mean that, you mean expanded cubic feet. Is that 

19 right? 

20 A That's right. 

21 Q So when you're calculating the cubic-foot miles, 

22 you do not multiply that by the cubic feet of the sampled 

23 mail, but only after you have expanded the cubic feet 

24 multiple times. 

25 A That's correct. 
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Q And then under C you say that the cost per 

cubic-foot mile of a contract is applied to the estimated 

cubic-foot miles of the mail including the empty capacity. 

Is that right? 

A Yes. 

Q In 14 you refer to an after the empty space 

allocation. The percentage that -- when the TRACS sample is 

taken, the observation is made as to the percentage of floor 

space that is empty; correct? 

A Yes. 

Q All right. And that is observed as a part of the 

sampling process at the point at which the sample is taken, 

which means that it was that degree of empty for one segment 

of the route; is that right? 

A That's right. 

Q How was the empty space on the prior segments of 

the route taken into account? 

A You mean if we have a piece of mail which is -- we 

have an item or a container that was on the truck 

previously? 

Q Let's say that we have a route that goes from the 

BMC to SCF A and then to SCF B, and the sample is taken at 

SCF B. And we know that at that point of sampling that the 

vehicle, the truck, was x percent empty. 

A Urn-hum. 
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Q Is there taken into account the utilization 

between BMC and SCF A? 

A Yes, the mail on -- the mail which we sample will 

receive a portion of the average empty space fior that type 

of movement 

Q In other words, you determine that flor the segment 

from BMC to SCF A that on the average it has a utilization 

factor of Y, and you apply that average utilization factor 

to the sampled mail from SCF B; is that right? 

A Yes, we assign it some proportion of: that. 

Q Well, you assign to the sample mail at SCF B a 

portion of the empty space at the sample location. 

A Yes. 

Q And you use the same proportion for the average 

empty space on the prior segments. 

A The same proportion as at the last stop? 

Q You only know of one proportion, and that is the 

proportion taken at the time of sampling at SCF B, and you 

apply that proportion to the empty space at SCF B; correct? 

A Yes. 

Q And you tell me that you apply a proportion to the 

average empty space on the prior segment. Now what * . 

proportion do you apply to the average utilization? 

A We apply the average percent empty for that 

facility type category as was observed by -- all those 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3473 

observations for that particular quarter of the test, it 

would be the average. 

Q But what -- 

A So it would be the average which would be on 12, 

in the table for Interrogatory 12, it would be the average 

for that particular type of movement. 

Q But what proportion of that average do you apply 

to the sampled mail? 

A The proportion which we would apply is -- just a 

minute, if I could refer to another interrogatory. 

The proportion which we would assign it would be 

if you turn to my response to interrogatory 51, part F. 

Q All right. 

A We assign it the proportion if you -- about 

three-quarters of the page down, with the paragraph that 

starts, "For USPS.last leg"? 

Q Right. 

A And here it says the equation is the same as above 

except empty average is replaced by empty. And then 

it's the 810 cubic feet plus that proportion times the 

percentage -- not times the percentage but the cubic feet of 

space that those containers took up, the wheeled containers. 

So for example if wheeled containers, those 

wheeled containers were taking up 60 percent of the 

movement, it would be assigned 60 percent of the cubic feet 
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of empty space. 

Q Would it be assigned 60 percent of the average 

empty space on prior segments? 

A It would be assigned -- yes, 60 percent of the 

average empty space for that type of movement. 

Q On the prior segments of that route, wouldn't it? 

A No, not necessarily because we wouldn't have 

necessarily have sampled that particular segment. It was 

just at an average for those types of movements. 

Q But the average of that type of segment, the prior 

segment, the proportion to be utilized is the proportion 

applied to the empty space in the last segment; is that 

correct? 

A Yes. 

Q Turn to your response to number 16. You've got 

some more definitions to make here. 

You refer to a movement. What is a movement? 

Your second page under D, you say number of times movement 

was sampled. What is a movement? 

A I would define that in this context as a route 

trip segment. 

Q Movement is a segment? 

A Yes. 

Q All right. Ten under D you say, a movement 

occurred in the quarter. Here, you are talking about a 
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postal quarter? 

A Yes. 

Q And you refer also to a movement occurred in the 

frame. What is the frame? 

A The population frame. 

Q Which is what? What is the population frame? 

A Oh, a list of all the route trip segments which 

were eligible for sampling in that quarter, which occurred 

in that quarter. 

Q Then in D in the first paragraph you have a term 

variable SAMP CNT. Does that mean sample count? 

A Yes. 

Q And then about four lines further down, you've got 

the term SMP‘COLJNT. Is that the same thing? 

.A- Yes, it is. 

Q All right, they're spelled different but they're 

synonymous; is that correct? 

A Yes. 

Q Okay. You say that the weighting factor is 

applied to the sample cost. When you say "applied," does 

that mean you multiply it? 

A Yes. 

Q Now, the sample costs that you're referring to is 

the final determination after you have calculated the 

expanded cubic foot miles of the sampled mail and multiplied 
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it by the cost per cubic foot of the contract that it moved 

under and that gives you a sample cost; is tha.t right? 

A Yes, that's correct. 

Q And that is the number that you multiply by this 

weighting factor; is that correct? 

A Yes. 

Q Tell me just what is the purpose of this weighting 

factor? 

A The weighting factor expands the sample cost -- 

the weighting factor weights the sampled costs back to -- 

not up to the whole population cost but only it rates them 

relative to each other because we sample more at certain 

facility type movements than others. 

Q You mean that the samples are not representative 

of the strata.and this weighting factor is to compensate for 

that and make it representative? 

A It expands it -- yes, the sampling will never -- 

because the sampling is done prior to the actual occurrence 

of the movements. It is never going to match up exactly 

with what happened so, yes, things get weighted back to the 

actual occurrence of those movements that we sampled in the 

population. 

Q Explain why the weighting factor for FACCAT 3 has 

such variability? What is the explanation for that? It 

goes from 106 to 63 to 111 to 60. 
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A I haven't really determined why it changes, but I 

would just -- mathematically it would just mean that that 

movement, those particular types of movements, either 

occurred more or less in that quarter than they did in 

others. 

Q Well, FACCAT 3 had six in the first quarter, eight 

in the second quarter, six in the third quarter and 11 in 

the fourth quarter, yet it varies by 40 percent -- and you 

have no explanation for it? 

A When you say six and eight, where --. what are you 

referring to? 

Q I am looking at your response to Part A and you 

say you conducted six tests in Quarter 1, eight in Quarter 

2, six in Quarter 3, and 11 in Quarter 4, yet the weighting 

factor you apply to those tests has great variability and I 

don't know why and I would like to know why. 

A Well, I would assume that those types of route 

trips occurred in greater or less proportion, then -- so in 

the frame that particular route trip movement occurred a 

greater number of times in Quarter 2 than it did in other 

quarters. 

Q Is that possible? If you have the same contract? 

A No -- the contract -- the Postal Service can add 

trips, can increase the frequency of the trips. 

Q 40 percent in one quarter? Are you saying that 
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1 there was 40 percent change in the number of clontract route 

2 trips in one quarter? 

3 A I don't know. 

4 Q But you don't believe that to be a proper factual 

5 statement, do you? 

6 A I don't know that either. 

7 Q Is a part of the design of this weighting factor 

8 to -- an effort to offset the difference in the capacity 

9 utilization on the different segments of the route? 

10 A No. It just -- it just weights -- if we sample 70 

11 percent of our tests are taken at inbound movements and 30 

12 percent of our tests are taken at outbound movements, then 

13 we have to weight them back to exactly what happens in the 

14 population. 

15 Q You mean as ‘far as the mail volume is concerned? 

16 A No, just the occurrence of trips. 

17 Q The appearance of trips? 

18 A Occurrence of trips. 

19 Q So you attempt to equate the samp1ir.g back to the 

20 occurrence of trips regardless of the mail volume? 

21 A Yes, that's correct. 

22 Q In your answer to E, you say that considerations 

23 for the amount and variance of the mail, incoming and 

24 outgoing, from the different facility types were taken into 

25 account when the TRACS system was designed. Row? 

3478 
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A One of the things that I mentioned earlier was the 

amount of mail which was unloaded and available for 

sampling, that there was more mail being unloaded at, for 

example, an inbound BMC that would be available for 

sampling. Another example would be very small movements 

which go from one SCF to a whole bunch of different AOs. 

There would be a lot less mail available for s:ampling on 

those movements so we sample them less frequently. 

Q Well, when you say mail incoming and outgoing, are 

you talking about mail volume? 

A Yes, I think mail volume was somewha.t taken into 

account. 

Q Is the TRACS system reviewed from time to time to 

determine its continued applicability? 

A Yes, it is. 

Q And what considerations are given in these reviews 

as to the mail volumes? * 
A Again, one of the things we looked at was the 

amount of mail which is available for sampling w - 

unloaded. We don't really have -- we don't really have a 

measure of volume as it travels on inbound or outbound, a 

measure of absolute volume. So we look at the amount of 

mail which is unloaded and those types of things. 

Q Well, you know the truck is a whole lot emptier 

inbound, don't you? 
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A Yes, it is. 

Q And it is less empty on the outbound. 

A Yes. 

Q But you don't have any idea what the relative 

volume of mail is inbound and outbound; is that right? 

A Well, I would assume that there was more mail 

outbound. 

Q More mail outbound? Then explain why 70 percent 

of the samples are taken inbound. 

A Again, it goes back to the amount ofi mail which is 

unloaded and available for sampling. For -- I mean, for 

example, again, we don't -- just because there is a lot of 

mail in the truck doesn't mean that it's available for 

sampling. Only the mail which is unloaded is unloaded for 

sampling -- available for sampling. 

Q It is more convenient for the Postal Service to 

have one person unload whatever is on -- the lesser quantity 

that is on the inbound movement many more times even though 

most of the mail is outbound; is that right? 

A No. The -- 

Q What's not right about it? 

A The data collectors don't actually unload the 

trucks themselves, if that's what you mean. 

Q It's more convenient to just stay at the BMC and 

watch the trucks run in and test them, isn't it, than it is 
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1 to go out to the SCF and test them? 

2 A I don't -- for the data collectors? If you are 

3 assuming they are based at the BMC? 

4 Q If you make a test at the BMC, that necessarily 

5 means that all of the tests are at the BMC facility, doesn't 

6 it? 

7 A Right. But the data collectors are located at 

8 different facilities. 

9 Q Then how is it more convenient for the Postal 

10 Service to take them at the BMC rather than the SCF? 

11 A It's not more convenient. It is jus:t that there 

12 is more mail available for sampling. 

13 Q There is less mail available for sampling because 

14 most of the mail is outbound; isn't that right? 

15 .A- That doesn't mean it is unloaded offs the truck. 

16 That's what I'm saying. 

17 Q How does this method, sampling method, promote 

18 efficiency? 

19 A It provides less -- provides more mail available 

20 for sampling with fewer tests. So that a data collector 

21 doesn't have to go open a truck and only five percent of the 

22 mail in that truck is unloaded and available for sampling. 

23 Q If the mix of mail between mail classes is 

24 different on an outbound movement than it is tin the inbound 

25 movement, does that promote efficiency in the sampling 
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1 method? 

2 A That's why we sample both types of movements. 

3 Q But you sample the inbound 70 percent and the 

4 outbound only 30 percent. And if there is a difference in 

5 the mix of mail inbound and outbound, aren't you 

6 accelerating and accentuating that difference? 

7 A No, because of the weighting factors. 

8 Q The weighting factor is an attempt to overcome 

9 that then? 

10 A The weighting factor doesn't really overcome 

11 difference in amounts of mail; all it is doing is getting 

12 the occurrence of the route trips back to the way they 

13 occur. 

14 Q All right now, you say that the sampling method 

15 that you use, .70-percent inbound, and 30-percent outbound, 

16 quote, does not impart bias. Explain how if most of the 

17 mail, a majority of the mail is outbound, and less than half 

18 is inbound, but you're taking 70 percent of your samples 

19 inbound, how that avoids bias. 

20 MS. REYNOLDS: Mr. Chairman, at this point I'm 

21 going to jump in. I believe Witness Nieto's answered this a 

22 number of times. 

23 MR. WELLS: Where? 

24 CHAIRMAN GLEIMAN: I think I just heard Mr. Wells' 

25 response. If the witness can answer, let's have the witness 
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answer the question. 

MR. WELLS: I didn't understand you. 

CHAIRMAN GLEIMAN: I'm waiting for the witness to 

answer your question. 

THE WITNESS: If we did, as we do, sample 70 

percent of the mail and 30 percent of the -- and 30 

percent -- 70 percent of the movement's inbound, 30 percent 

of the movement's outbound -- and we simply combined all our 

cubic-foot miles without weighting them back, then the mail 

which was -- which traveled on those route trj.ps would be 

over -- would be more represented. But since we weight -- 

since we weight them back to the actual occurrence of the 

route trips on which they traveled, then -- they're weighted 

equally -- they're not weighted equally, but they're 

weighted back to the occurrence of those movements in the 

frame. 

So if there was 100 route trips in, 100 route 

trips out, and we sampled 90 -- or we sampled 70 of those 

route trips that were going in and we sampled only 30 on the 

way out, the mail which is on the outbound -- not the mail, 

but the costs of those trips would be multiplied by a factor 

of 100 over 30, and the mail which was on the -- or the 

costs of the mail on those inbound trips would be multiplied 

by a factor of 100 over 70, such that when we combine them, 

they would be equally weighted in the calculation of the 

., ,, ,~.. ..,. . . . . 
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1 distribution key. 

2 BY MR. WELLS: 

3 Q Do you know why the empty -- the utilization 

4 factor on the inbound movement is so much lower than it is 

5 on the outbound movement? 

6 A No, I don't know why. 

7 Q You observed that existing though, didn't you? 

8 A Yes, I've observed that. I've observed it many 

9 different ways. 

10 Q But it did not raise any questions that you 

11 thought needed to be pursued to get an explanation for? 

12 A Well, we -- as far as whether -- what types of 

13 questions exactly? 

14 Q What is the explanation of why you don't take 70 

15 percent of your samples where most of the mail is moving, 

16 and that is on the outbound movement? 

17 A Again, it comes -- it's a factor of several 

18 things, one being that the amount of mail unloaded on 

19 inbound legs is greater, that everything gets weighted back 

20 to the population occurrence. 

21 Q Do you mean the amount unloaded at the outbound 

22 SCF, which utilizes 73.8 percent of the vehicl.e, is more 

23 than if it's unloaded at the inbound BMC, which is only 44.8 

24 percent? Please explain to me how if the truck is fuller, 

25 you get less mail? 
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A Well, the truck could be continuing to another 

facility afterwards. 

Q Not necessarily, it isn't. 

A No, not necessarily. 

Q But what you're saying is that it's easier on 

Postal Service personnel to take one sample at the BMC than 

it is to go out to the SCF and take another sample. 

A No, I never said that. 

Q But isn't that what you mean by promoting 

efficiency? 

A No, I would say that promoting efficiency is to 

sample the most mail that can be sampled at a particular 

test under a given -- you only have a limited number of 

data-collection resources, so that when they go to take a 

test that they're able to sample the most amount of mail. 

It's easier -- it's easier for them if there's no 

mail in the truck, obviously, because they don't have to do 

anything. So it's not really -- it's not real.ly that it's 

easier for them to sample more mail. It takes -- actually 

takes longer as far as the test goes, but then that test 

yields more mail which is available for sampling. 

Q In your response to E under 16, you say that the 

rationale for TRACS' sample design does not currently bear 

any direct or ongoing relationship to the volume of mail. 

A That moves outbound. 
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1 Q That moves outbound? 

2 A That's different from -- 

3 Q All other volume of mail that moves inbound to the 

4 BMC, now how can you develop a sample design that ignores 

5 volume of mail? 

6 A We are not trying to measure volume of mail. We 

7 are just simply developing proportions. 

8 Q And you know that the proportion outbound differs 

9 from inbound, correct? 

10 A The mix of mail is different, yes. 

11 Q But your sampling doesn't reflect the difference 

12 in the mix of mail? 

13 A Yes, it does -- in the mix of mail, not in the 

14 amount of mail. 

15 Q It samples 70 percent of the inbound mix and 30 

16 percent of the outbound mix, is that what you are telling 

17 me? 

18 A Right. 

19 Q And they are equal? Right? 

20 A I never said they were equal. The proportions 

21 which we find on outbound movements are taken into account. 

22 The proportions which we sample on inbound movements are 

23 taken into account, and these are all weighted back together 

24 to produce one distribution key of the proportions of mail. 

25 Q And your weighting factor is supposed to equalize 
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1 or accommodate the differences in the mix of mail inbound 

2 and outbound, is that right? 

3 A I don't know if I would say it equalizes the mix 

4 of mail because -- 

5 Q It accommodates the difference in the -- 

6 A It accommodates the differences in sampling. 

7 Q And makes it more representative of the whole, is 

8 that right? 

9 A Yes. 

10 Q Is the purpose of a sample design to determine the 

11 mix and quantity of mail that's using the transportation 

12 system? 

13 A I wouldn't say quantity, just the proportions of 

14 mail. 

15 'Q- The proportions of mail -- and you believe that 

16 you can properly design a sampling system that ignores the 

17 volume of mail in order to accomplish that purpose? 

18 A I don't think that when the system was designed 

19 they completely ignored the amount of mail. 

20 Again, they tried to take into account the amount 

21 of mail which would be available for sampling. 

22 Q Do you take into account the volume of mail in 

23 your periodic review of the TRACS system? 

24 A We don't have an estimate of the volume of mail. 

25 Q How frequently do you review the program system 
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1 for TRACS? 

2 A I personally or the Postal Service? 

3 Q Anybody. 

4 A It's reviewed on a periodic basis. Maybe -- 

5 Q Periodic weekly? Monthly? Semi-annually? 

6 A I guess it depends on if things are coming up or I 

7 mean I guess when it is -- it is I would say at least once a 

8 year, often more. 

9 Q All right. Now, well, these weighti.ng factors 

10 that you provided us here, how long has it been since those 

11 were changed? 

12 A Oh, those are calculated each quarter. They are 

13 different for every quarter based on the number of times a 

14 particular route trip movement moves in that quarter. 

15 Q Have these weighting factors been applied since 

16 the inception of TRACS? 

l-7 A You are referring to the weighting fIactors on page 

18 22 of my interrogatory? 

19 Q Yes -- have weighting factors, not these but 

20 any -- 

21 A Yes, yes. 

22 Q -- any weighting factors been applied as a part of 

23 the TRACS system since it was initially implemented? 

24 A Yes. 

25 Q In your answer to 16-C, you refer to sampling 
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precision. Is this what you are talking about when you say 

the quantity of mail that is unloaded for sampling purposes? 

A No, I am referring to sampling precision in a 

statistical sense. 

Q What do you mean by that? 

A It can be the coefficient of variance. 

Q Then you say without overburdening the field. 

What do you mean by "overburdening the field"? 

A Increasing the number of tests which must be taken 

each quarter. 

Q If you maintain the same number of tests but just 

change the frequency inbound and outbound, you wouldn't be 

increasing the number of tests, would you? 

A No. 

Q So if you did that, it wouldn't overburden the 

field? 

A Not necessarily, no. 

Q Well, how would it overburden the field? 

A It could just result in maybe a certain area 

having more -- having more tests than another or maybe 

having them go out to a different -- different types of more 

facilities. 

Q Isn't sampling done randomly? 

A Yes. 

Q So if you had the same number of tests, you just 
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1 put more of them on the outbound movement, it wouldn't 

2 increase the number of tests, would it? 

3 A No, that's correct. 

4 Q So it wouldn't overburden the field? 

5 A NO. 

6 Q In T-19 and highway 2, you say there that expands 

7 the sample cubic feet data for loose mail up to the sample 

8 item level. How is the loose mail expanded to an item 

9 level? 

10 A I believe what that is referring to is it expands 

11 it up to the same item to represent other loose items. 

12 Q Well, let's take a specific example ;and let's say 

13 that we have a 30-pound parcel bed loaded on the floor of 

14 the trailer and then we've got a small lo-pound parcel right 

15 next to it. Are you saying the 10 pound is expanded up to 

16 the 30 pound level or what are we doing? 

17 A It would be expanded -- the data col:lector would 

18 have recorded some proportion or number of items of the same 

19 type. It could be within a container. 

20 Q There's not any containers bed loaded on the 

21 floor. It's a loose item. 

22 A Well, if you are talking about bed loaded on the 

23 floor -- 

24 Q You say here "loose mail." Now, loo!se mail are 

25 uncontainerized, bed-loaded parcels. Would that be a loose 
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1 mail? 

2 A If I could ask that I could actually look at the 

3 program? Can I look at my library reference which I don't 

4 have right up here right now. It would help me. 

5 CHAIRMAN GLEIMAN: Well, that might help you 

6 answer the question and, I don't know, how much longer do 

7 you think you have, Mr. Wells? 

8 MR. WELLS: Well, if that's the case, then let's 

9 take a break for lunch now and come back at two o'clock and 

10 we'll pick up at two o'clock. 

11 [Whereupon, at 12:40 p.m., the hearing was 

12 recessed, to reconvene at 2:00 p.m., this same day.1 
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AFTERNOON SESSION 

[2:02 p.m.1 

CHAIRMAN GLEIMAN: Mr. Wells, whenever you're 

ready to continue. 

MR. WELLS: Thank you, Mr. Chairman. 

Whereupon, 

NORMA BEATRIZ NIETO, 

the witness on the stand at the time of the recess, having 

been previously duly sworn, was further examined and 

testified as follows: 

CROSS EXAMINATION [resumed] 

BY MR. WELLS: 

Q Ms. Nieto, you were going to check something 

during the recess? 

A Yes, I was. 

Q And that had to do with how you expa:nd a loose 

item of mail up to an item level? 

A Yes. This loose mail refers to all items which 

were found like -- that were bed-loaded, which would include 

parcels, sacks, or flat trays if they were just on the floor 

of the truck. So when this program expands mail up to the 

sampled item level, it would only expand for those items 

which were -- containers which were sacks or t:rays which 

were loose. It does not expand loose items anymore. 

Q The term loose mail means mail on the floor of the 
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truck, but in a container of some sort? 

A Yes, it could be a loose sack; it could be sacks 

on the floor. 

Q Well, a sack is a container, right? 

A Yes; 

Q Okay. But it does not include any individual 

parcels that are on the floor of the truck? 

A The category "loose items" would, but the parcels 

would not be expanded; no. 

Q All right. Very good. 

Turn if you will to your response to 26-A, and 

there under (d) you say that data collected does not record 

the utilization of the wheeled container. If the capacity 

of the wheeled container is not recorded, what is the 

procedure to expand the cube of the sampled mail to the cube 

of the container? . 

A Yes, that's correct, there's no -- they don't 

record how full a container is. The data collector can 

record, records the proportions in that container which were 

taken up by the same item type. .So for example if a 

container had -- say it was 50-percent empty, it was only 

half full, and there were sacks and there were parcels in 

the container, then the data collector could r'ecord either 

that there was 50 percent sacks and 50 percent parcels in 

the container or he could record that the cont,ainer was 25 
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percent full of sacks and 25 percent full of parcels. It 

doesn't really matter which he records; we only look at the 

proportions. 

Q All right. 

A And those proportions are expanded u:p to the cubic 

feet of that container, which we know what the cubic feet of 

a container is. 

Q Is each type of sample mail expanded up to the 

standard cube of the container? 

A Yes, the mail which is in the container is 

expanded up to the cubic feet of the container. 

Q All right. So that if you had a parcel that was 

sampled, that parcel would be sampled up to thme cube of the 

container? 

A If that was the only thing in the container? 

Q Well, if there was one Fourth Class-parcel and one 

Third Class parcel that were sampled in the co:ntainer, would 

each be expanded up to the cube of the containser? 

A Well, the data collector would only sample one 

parcel, because that's a certain item type, it's a loose 

parcel, they would just -- if there was more t:han one loose 

parcel in the container they would just randomly pick one, 

and then they would expand the cubic feet of that parcel to 

represent all the parcels which are in the con,tainer, and 

then the parcel -- all the parcels in the container would be 
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expanded up to the cubic feet of the container. 

Q Well, if there were two parcels in t:he container, 

one a Fourth Class parcel and one a Third Class parcel, they 

would not sample both of them? 

A No, they would just sample one. 

Q And that one would then be expanded up to the cube 

of the container? 
9-w 

A It would -- yes, it would first be=- up to 

represent all the parcels in the container, and then all 

those parcels would be expanded proportionately to the space 

they were taking in a container. 

Q But you say that you do not record the space that 

all of the mail occupies in the container. 

A Right. The proportions of the space. So -- okay, 

let's assume that there's a container and in this 

container -- it doesn't matter how full the container is -- 

the data collectors record the proportions of lthe mail 

within the container. So they would record this container 

is 20 percent sacks and it's SO percent loose parcels. 

That's what's in the container. 

Then they would sample one of each of those item 

types. SO they would sample one of the parcels, and they 

would sample one of the sacks. Then they would open up the 

sack and count all the mail weight and everything, and then 

they would expand the cubic feet of that parcel up to the 
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1 full 20 percent of the container which -- up to 20 percent 

2 of the container, which is what they recorded as being taken 

3 up by parcels, and the 80 percent -- 

4 Q I thought the 20 percent of the contents was -- 

5 A Yes, up -- 20 percent of it -- 

6 Q Not 20 percent of the container but 20 percent of 

7 the content. 

8 A Right. In that case they would have -- they 

9 recorded the -- it doesn't matter to them how full the 

10 container is. They just record the proportions. 

11 Q Oh, is that right? 

12 A So -- okay, let me clarify that then. 

13 If the data collector recorded that, let's say 

14 that that was 50 percent full, that that container was only 

15 50 percent full, they 'can still record -- they can still 

16 record 20 and 80 because they are only recording the 

17 proportions of the mail in the container. 

18 Q They record the proportions of the mail; they do 

19 not record how much space that mail occupied. Is that 

20 right? 

21 A Right, in the container, right. No. 

22 Q So when they say 20 percent of the mail was a mail 

23 code and it's sampled and cubic feet are calculated, how is 

24 that calculated cubic feet expanded up to the size of the 

25 container? 
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A Okay. They would have some measure of cubic feet. 

Let's say they sampled a parcel and they determined that it 

weighed something and then the density factor is applied and 

there is cubic feet associated with that parcel. 

Q Right. 

A Then that parcel's cubic feet gets expanded up to 

20 percent of the cubic feet of that container. 

Q Okay, and that applies to each sample that was 

taken from that container? 

A Yes. 

Q Okay. 

A In the same manner the sacks would then be 

expanded up to 80 percent of the container. 

Q Now, turn to your response to 35. Why is it that 

you're still using 1992 density data? 

A The density factors just haven't been updated. 

Q You're just using something that's six years old 

now? 

A Yes, that's right. 

Q Has there been any change in the density factor 

used? 

A We used new density factors for the new mail 

classes under Mail Classification Reform. 

Q Was there a change in the density factors for 

Postal quarter four of fiscal '96? 
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A Yes, there was. 

Q Where would we find those density factors? 

A I believe if you refer to Library Reference H-82, 

program highway one. Let me get an exact reference. 

Page 195. Page 195 lists all the density factors 

for each mail code. 

Q That's for the fourth quarter? 

A Yes, that's for the fourth quarter. 

Q And the density factors were only changed for the 

fourth quarter? 

A Yes, that's right. 

Q That's only for the new mail classification? 

A I think we used new density factors for any mail 

code that we had collected density on for -- in that 
hsdL.u&bd;by\ 
-ree&lection density study. 

Q Where did you get the density factors that are 

used beginning in the fourth quarter? 

A From the mail classification reform density 

studies -- density study. 

Q From the mail classification cases? 

A Yes. 

I can give you a reference. I think I refer to 

them in my answer to.part B of 35. 

Q All right, thank you. 

A You're welcome. 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



3499 

1 Q Looking at Library Reference 288, what is mail 

2 code LL? 

3 A One second. DBMC Parcel Post. 

4 Q Fourth Class DBMC? 

5 A Yes. 

6 Q And KU? 

7 A Forth Class, bulk small parcels. 

8 Q Looking at Library Reference 288, the density 

9 factor for LL is the same as for mail code M which is Third 

10 Class bulk rate regular. Why is that? 

11 A As -- excuse me, Third Class bulk rate regular? 

12 Did you say Third Class bulk rate regular? 

13 Q Mail code LL has the same density factor as mail 

14 code M and, as I understand it, mail code M is Third Class 

15 bulk rate regular. 

16 Why would the densi~ty factors be the isame? 

17 A I'm not really sure. I would have to check that. 

18 That might be an error. 

19 Q If they are the same, is it an error? 

20 A Again, I'd have to check. I’m sorry. 

21 Q Fourth Class DBMC should have the same density 

22 code as Fourth Class Parcel Post, shouldn't it? 

23 A Fourth Class DBMC? 

24 Q Fourth Class DBMC -- should it have the same mail 

25 density factor as does Fourth Class Parcel Post? 
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A Not necessarily. 

Q They are both Parcel Post, aren't they? 

A Yes. 

Q But they are not the same density factor, and was 

there a different density factor in Form 22 data. in Postal 

Quarter 4 of '92? 

A There was no density factor for DBMC in '92. 

Q Well, I better ask, what is the proper density 

factor that should be used for mail code LL, which is Fourth 

Class DBMC? 

A It would be the same as Parcel Post, yes. 

Q And what would be the proper, correct density to 

use for mail code KK? 

A I think because we didn't have a density we made 

an assumption about that density. 

Q And what assumption did you make? 

A I believe it should be the same as -- sorry -- 

as -- it should be the same as Special Fourth Class. 

Q Special Fourth Class? 

A Yes. 

Q And if it is not the same as Special Fourth Class, 

there's an error in the factor used? 

A There's an error -- yes, for factor used in 

LRH-288, but not in the TRACS system. 

I think the way we calculated those cubic feet in 
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LRH-288 was we took our weight that was sampled and then we 

applied a density factor to that mail -- to that weight for 

the purposes of the interrogatory. 

Q Well, did you apply the density factor that is 

shown in Highway 1, page 195? 

A I'll check. One second. 

We didn't -- I don't have the exact density factor 

which we applied here. I assume that you calculated it by 

dividing the cubic feet by the weight? 

Q Well, you say that to answer the interrogatories 

you took the measured weight from the cumulative samples of 

each mail code and multiplied it by a density factor, is 

that right? 

A Right. I am just saying that I don't have that 

density factor shown in my -- in the printout that I have, 

and there was no explicit density factor printed out in 

LRH-288. 

Q And did you calculate it for different density 

factors for Quarter 1 than you did for Quarter 4? 

A Yes, we did. 

Q But Quarter 1, 2 and 3 were each the isame? 

A Yes. 

Q And you used the density factors that are shown in 

Highway 1 for each quarter? 

A I believe we did. 
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1 Q All right. 

2 BY MR. WELLS: 

3 Q in 38, in response to E, you say that for loose 

4 parcels no expansion beyond measured cubic feet is made. 

5 That is the expansion you refer to in Highway 2, 

6 is that right? 

7 A Yes, that's right. 

a Q Is the cubic feet of a loose parcel expanded in 

9 any manner in a later program? 

10 A Yes. 

11 Q And what program is that? 

12 A If the loose parcel was not in a container at all, 

13 you are just referring to bed-loaded parcels? 

14 Q If a loose, bed-loaded parcel. 

15 A The program which would further expand -- that 

16 cubic feet would be expanded up to the cubic feet of all 

I7 loose items which are found in the truck. 

ia Q Well, if there is only one loose item in the truck 

1 19 and it is a single parcel, how would it be expanded? 

20 A Assuming that that loose parcel took up, say, 1 

21 percent of the floor space? 

22 Q Let's say that this one loose parcel had a 

23 measured, a calculated cubic feet of 2, now how would it be 

24 expanded? 

25 A Well, it would be expanded to represent the amount 
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1 of floor space that it took up times the cubic foot capacity 

2 of the truck. 

3 Q You mean the height of the truck? 

4 A It would be cubic feet, yes. 

5 Q In other words, this one parcel would be -- the 

6 cube of the one parcel would be expanded to the height of 

7 the truck. If it took -- if it was two cubic feet and the 

a height of the truck was eight feet, it would be expanded up 

9 to eight; is that right? 

10 A It would be whatever the floor space percentage 

j 11 that that parcel took up, let's assume that it was one 

12 percent of the floor space of the truck, then --. 

13 Q The recorder does not record the floor space of 

14 the parcel, does he?' 

15 A He records the floor space of loose items on the 

16 floor; yes. But you said there was nothing else there. 

17 Q That's right. Okay. 

ia A If that was the only loose item on the floor of 

1 19 the truck, the data collector would record -- he would 

20 record the number -- I'm sorry. He would record the number, 

21 the percentage of floor space which was occupied by loose 

22 items so let's assume he records one percent. 

23 Q All right. 

24 A Then that one percent gets applied to the cubic 

25 feet of the truck. 
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. . That's expanded upwards to the height of the 

,,r~l.;? 

A Yes, so the one percent then would be multiplied 

:,; -~ let's assume the truck is 2,400 cubic feet. So it 

,-c~illd be 24 cubic feet. So then the loose items, or in this 

::ase just the one parcel, would be expanded up to 24 cubic 

T e-et. 

Q All right, and then there would be a f~urther 

.:xpansion of those 24 feet, wouldn't there? If the truck 

~::ere 50 percent empty, how would the 24 feet be expanded? 

A The 24 feet would then be assigned 50 percent of 

ihe empty space. It would be assigned -- so if the truck is 

50 percent empty then there's 1,200, 1,200 cubic feet of 

aq3sy space Then -- and let's assume that there was other 

stuff on the truck as well. 

Q One parcel occupied one percent, we've already 

established that? 

A 

Q 

right? 

A 

Q 

A 

t~he 24. 

Q 

Yes 

So it would take one percent of the 2,400; is that 

One percent of the 1,200. 

One percent of the 1,200. So that's, what, 12? 

Twelve, right. And then that would be added onto 

All right, so -- 
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A So that would be 36. 

Q This two cubic foot parcel is now expanded up in 

the TRACS to 36 cubic feet? 

A That's correct. 

Q And this is what you characterize as being a 

proper measurement of the utilization of the vehicle, right? 

A We're trying to weight the cubic foot miles of 

mail according to the proportions that they take up on the 

truck. 

Q In your answer to 41, looking at the last four 

lines, what is the source of your data there? 

A If you turn to UPS 50, I believe we answered that 

question. It's a bit of a complicated formula but, in part 

A -- 

Q UPS -- well, I guess I don't have UPS-50. Is 

there a place in TRACS where you found this information? 

A No, we calculated it for purposes of the 

interrogatory. 

Q You calculated it? 

A We estimated it, yes. 

Q How did you estimate that there were four trucks 

that were vertically loaded up to 96 inches? 

A Well, we calculated an average height for -- the 

data collectors would record, say, the height o:f pallets, 

the height of a pallet that was sampled, and so we would 
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1 multiply that height times the floor space percentage that 

2 those pallets took up, so we would -- it's essentially a 

3 weighted average of the different heights of mail in the 

4 truck 

5 Q You didn't identify four testeds that exhibited 

6 this characterization, did you? 

7 A Well -- I'm sorry, one second. 

a We -- yes, if -- we would have found that if the 

9 data indicated that sacks or parcels were stacked that high, 

10 if loose parcels were stacked that high. 

) 11 Q What TRACS data indicates that parcels: were 

12 stacked that high? 

13 A The data collectors do record the height of sacks 

14 and parcels when the items are loose. It’s used when 

15 there's items on top of each other to get the relative 

16 proportions. 

17 Q When you say there were four tests in which a 

ia portion of the truck was vertically viewed, that's 

> 1% just -- you don't know what portion of the truck? 

20 A Right. 

21 Q And you don't know which of the four TRACS test 

22 this for clarity? 

23 A I could look it up if I had the data in front of 

24 me. 

25 Q And you don't have it with you? 
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A I would need to run the program. 

MR. WELLS: Mr. Chairman, I would request that the 

Postal Service identify the four TRACS tests and the two 

TRACS tests and the one TRACS test that are referred to by 

the witness in answer to our interrogatory T-2-41. 

CHAIRMAN GLEIMAN: Ms. Reynolds, do you think you 

can provide that information? 

MS. REYNOLDS: If I could get an estimate from the 

1 
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20 
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24 

25 

witness as to how long she thinks that could take? 

THE WITNESS: Three days. 

MS. REYNOLDS: That's fine. 

MR. WELLS: That would be fine. 

BY MR. WELLS: 

Q In your response to 44, you did not agree that the 

cost of a route is allocated to individual segments of a 

route. Is the reason for your disagreement that we refer to 

cost of a route rather than cost per cubic foot of the 

route? 

A Yes, we apply the cost per cubic-foot mile. 

Q All right, so -- 

A Rather than dividing the cost of the whole 

contract in some way. 

Q If the cost per cubic foot of the capacity of the 

vehicle is the same for every mile on the route; is that 

correct? Do you agree with that? 
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A Is the same for every mile? Yes. 

Q It's the same for every mile? 

A Yes. 

Q And if you have a total mileage of 100, then 1 

percent of the total cost is allocated to each mile; is that 

right? 

A One percent of the total cost of what? 

Q If there are 100 miles, 1 mile is 1 percent; do 

you agree with that? One one-hundredth is 1 percent.. 

A Right. I don't know. If you wanted to calculate 

it that way -- 

Q But the cost per cubic foot is the same for each 

mile on the route; do you agree with that? 

A Yes. 

Q All right. Do you agree that the purpose of TRACS 

is to measure the utilization of purchased transportation 

resources by different classes and subclasses of mail? 

A Yes. 

Q And the transportation resources that you are 

attempting to measure are cubic-foot mile capacities. 

A Yes. 

Q On each segment of a route, you allocate the total 

capacity cubic-foot mile cost to the mail that's actua.lly on 

the mail -- on the truck for that segment; is that right? 

A That's correct. 
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1 Q Explain how the mail that's being transported on 

2 that segment uses the empty space on that segment. 

3 A Well, the mail’s on the truck, so it's using the 

4 truck. That's the assumption. 

5 Q So that if the Postal Service provides a larger 

6 truck than is necessary for that segment, then the poor 

7 mailer gets socked by it; is that right? 

8 MS. REYNOLDS: Excuse me, Mr. Chairman, once again 

9 we're getting into the Postal Service's management of the 

10 purchased transportation fleet, which I believe is outside 

) 11 the scope of what Nieto's testifying to. 

12 MR. WELLS: Well, Mr. Chairman, she's the one 

13 who's allocating the cost to the mail that's on there and 

14 emptying -- and allocating the empty space, and I believe 

15 that it's well within this witness' testimony. 

16 CHAIRMAN GLEIMAN: Well, it seems to me as though 

17 the extent to which mailers get socked has to do with price 

18 as well as the cost, and I think if you could confine your 

$ 19 questions to the cost issues, if you wanted to ask a 

20 question that asks whether costs were out of line relative 

21 to what was in a truck, that would be a little bit different 

22 than asking whether somebody got socked. 

23 MR. WELLS: Very well, Mr. Chairman. 

24 CHAIRMAN GLEIMAN: Appreciate it. Thank you. 

25 BY MR. WELLS: 
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Q Have you or does TRACS identify any causal 

relationship between the mail actually being transported on 

any route segment and the empty space on that selgment? 

A No, we do not determine causality. 

Q Do you agree that TRACS simply distributes the 

total cost of the segment over the mail actually using the 

segment? 

A That's correct. 

Q And there's no causal relationship for the 

distribution? 

A No, there isn't. 

Q Does TRACS make any determination as to the cause 

of the selection of the capacity of the vehicle for a route? 

A The selection of the capacity? 

Q The selection of the capacity of the'purchased 

vehicle. 

A No. 

Q And to the extent that destination discounts 

increase the outbound volume of mail from the 3MC, the 

capacity of the outbound vehicles will have to be adapted to 

handle that increased volume. Do you agree with that? 

A When you say capacity, you mean an individual 

truck size? 

Q The capacity of the vehicles that are contracted 

for by the Postal Service will have to be large enough to 
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handle the increased volume of outbound DBMC mail. 

A This is a little outside my area, but I believe 

that they could also be handled by an additional trip. 

Q Be handled by what? 

A An additional route trip, an additional trip. 

Q Well, doesn't that increase the purchased capacity 

if there is an additional trip? 

A Yes. 

Q And doesn't the additional trip also increase the 

emptiness on the return? 

A Not necessarily. If there's an additional trip 

just to serve that particular movement. 

Q A contract for one-way transportation. 

A Yes, it could be. 

Q Can you identify any contracts for one-way 

transportation in intra-BMC?. 

A I believe I answered an interrogatory that 

about -- that some estimated 5 percent of trips were one -- 

seemed to be one-way trips. However, you would have to 

specifically look at the destinations which were served by 

that route trip to make the determination whether it really 

was a single trip. 

Q And you did not do that. 

A No, I did not. 

Q All right. If there is an increased capacity 

a 
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requirement to handle the outgoing mail, and there is a 

resulting increased emptiness on the inbound movement, then 

those classes of mail, notably household mailers of parcels, 

cannot use the DBMC or any destination discount rate, can 

they? 

A I don't know. It's outside of my area. 

Q From a very cursory review of Library Reference 

288 it appears that the ratio of Standard A Third Class mail 

to Standard B Parcel Post is much higher on transportation 

outbound from the BMC than it is on transportati'on inbound 

to the BMC. 

From your review of this data, would you confirm 

I. 
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that? 

A The proportion of Standard B mail is higher than ii? 

is for Standard A mail on inbound movements. That's 

correct. 

Q Standard A Third Class mail is a higher proportion 

of outbound mail than Standard A is of inbound mail? 

A Perhaps if you could refer me specifically to -- 

Q I didn't understand. 

A If you could refer me specifically to a quarter 

maybe that I can look at? 

Q On page 9 of the reference, that is Postal Quarter 

3 inbound and page 10 is outbound. 

A Okay. When you say "standard," which specific 
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mail code are you referring to -- 

Q I am referring to the mail codes that i~nclude 

Third Class Standard A mail. 

A The group of them? 

Q I believe that those mail codes begin with K and 

go through MM except for KK and LL. 

A So you are asking me if the sum of the cubic feet 

of those classes is greater than -- 

Q I am asking if the proportion of Third Class 

Standard A mail in the outbound movement is greater than the 

proportion of Third Class Standard A mail in the inbound 

portion. 

[Pause. 1 

BY MR. WELLS: 

Q Well, Ms. Nieto, that's a simple summation of the 

data that is in 288, is it not? 

A Yes, as -- I am trying to add it up. 

Q We don't need to take up time during the hearing 

to do that. 

The cost per cubic foot mile, the measurement the 

TRACS applies, is this an accounting measurement? 

A The cost per cubic foot mile?- 

Q Yes. 

A The cost per cubic foot mile is specified in the 

contract. 
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1 Q Is that an accounting measurement? You say that 

2 TRACS is a measurement system. I want to know what kind of 

3 a measurement system it is. 

4 Is this an accounting measurement? 

5 A The cost per cubic foot mile of the contract is -- 

6 it is what it is. 

7 Q But you don't know whether it is an accounting 

8 measurement or an economic measurement or some o,cher kind of 

9 '. measurement? 

10 A It's the cost per cubic foot mile whic:h is 

) 11 negotiated between the Postal Service and the contractor 

12 Q And TRACS is designed as a measurement system, is 

13 that right? 

14 A It is a data collection system, yes, 

15 Q In your response to 48 is it correct that you say 

16 that if the TRACS calculate cubic feet for two identical 

17 parcels and two separate trucks would be different if they 

18 were stacked one on top of the other or whether they are 

1 19 placed side by side? Is that what you say? 

20 A That's correct. 

21 Q How can this result be accurate? 

22 A Well, if two parcels are placed side by side, they 

23 are taking up more floor space. If they are sta,cked they 

24 are taking up, you can assume they are taking up half the 

25 amount of floor space. 
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Q Are they taking up the same cube in the truck? 

A Well, if there is nothing else on top of them -- 

Q These two parcels -- two of them stacked side by 

side and two of them one on top of the other. 

Now is the cube of those parcels the same 

regardless of how they are placed in the truck? 

A The cube, yes. 

Q They are the same; right? 

A. Yes 

Q But when TRACS gets through with it, they're not 

the same, are they? 

A NO. 

Q Now can this differentiation between two identical 

parcels because of the different way they're loaIded on the 

floor of the truck be an accurate measure of the cubic-feet 

miles used by those two parcels? 

A Well, the cubic-foot miles used by those parcels 

if there's nothing on top of them, they're using the 

proportion of space which is above them. 

Q There's nothing using the space above them, is 

there? 

A Well, if you put them on the floor and there's 

nothing on top of them, they're using that space, because 

nothing was put on top of them. 

Q If nothing was put on top and -- nothing is using 
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the empty space above ‘em, right? 

A No. 

Q If you have these two parcels, they're each two 

cubic feet, and they each move on a segment of 

transportation for 100 miles. Each parcel moves 200 

cubic-foot miles. Is that correct? 

A Yes. 

Q But TRACS does not record it that way, does it? 

A No, it wouldn't. 

Q And is it an accurate measurement to come up with 

a conclusion that these two parcels incurred cubic-foot mile 

transportation of more than the product of multiyplying the 

cube of the parcel times the distance traveled? 

A Yes, I think it is. The assumption is that -- the 

assumption is that whatever mail was put on the truck in 

that space -- for example, if there's wheeled containers, 

the wheeled containers -- the mail that's in the wheeled 

containers gets expanded up to the cubic feet of that whole 

floor space percentage of that slice of the truck, if you 

will, and it's the same for each of the item types in -- 

each for the same group of like items within the truck. 

Q Who selected the containers? 

A For sampling? 

Q No, who selected the containers to be put on the 

truck? The Postal Service? 
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A Yeah, the Postal Service. 

Q All right, the mailer didn't select them? 

A NO, not as far as I know. 

Q So the Postal Service selected them and the Postal 

Service caused them to be on there, didn't they? And the 

only reason that a truck is empty is because the Postal 

Service provides a truck larger than that necessary to 

transport the mail on that segment. Is that right? 

A I don't really know that. That's outsi.de my area. 

Q On Library Reference H-288, does this accurately 

reflect the TRACS data? 

A The weight, pieces and cubic feet? 

Q Does the information contained in Library 

Reference 288 accurately reflect the TRACS data? 

A The sample data, yes. 

Q The number of pieces and the weight are from 

TRACS ; is that right? 

A Yes. 

Q The cubic feet is the calculation that you 

described a little earlier? 

A Right. 

Q Witness Bradley, in a response to an i:nterrogatory 

T-13-25 said, and I quote: For the Postal transportation 

network, I view the cost of a contract being jointly 

determined by the cost of serving all of the legs on all of 
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1 the route/trips on the contract. The cubic foot mile 

2 capacity set on a contract reflects the joint requirements 

3 of moving mail of the Postal network and that the total 

4 contract cost should not be allocated to any individual leg 

5 on the contract. End of quote. 

6 .Do you agree with Witness Bradley in that regard. 

7 A Yes, I do. 

8 MS. REYNOLDS: I would ask that Witness Nieto be 

9 given a chance to review Witness Bradley's response in its 

10 entirety. I don't know if she is familiar with that 

) 11 particular response. 

12 MR. WELLS: Well, I just read it to her. 

13 MS. REYNOLDS: I don't -- I don't doubt you. 

14 CHAIRMAN GLEIMAN: Perhaps it would be useful if 

15 she could look over a hard copy of the interrogatory. 

16 MR. WELLS: May I approach the witness? 

17 CHAIRMAN GLEIMAN: You certainly may, sir. 

18 THE WITNESS: Yes, I agree. 

1 19 MR. WELLS: Thank you. I have no further 

20 questions. 

21 CHAIRMAN GLEIMAN: McGraw-Hill? Mr. Bergin. 

22 CROSS EXAMINATION 

23 BY MR. BERGIN: 

24 Q Good afternoon, Ms. Nieto. 

25 A Good afternoon. 

3518 
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Q My name is Tim Beryin. I represent the 

McGraw-Hill companies and -- 

CHAIRMAN GLEIMAN: Mr. Bergin, can you pull the 

mic closer? 

BY MR. BBRGIN: 

Q I have just a few questions for you. 

Now, as I understand it, the TRACS system measures 

the unused capacity in the highway transportation purchased 

by the Postal Service? 

A Yes, it records empty space on trucks .that we 

sample in TRACS, yes. 

Q And trucks that you sample, this is a random 

selection from the NASsdatabase? 

A Yes. As -- there's stratification by facility. 

We sample certain facility types more than others, as 

Mr. Wells was describing earlier. But within those, it's 

random, yes. 

Q And within the stratification that you referred 

to, the NAssystem has schedaled what's the term, route trip 

segments or route trips, I should say? 

A Yes. 

Q Those are scheduled under the contractsthat are 

entered into by the Postal Service and the transporters? 

A Correct. 

Q And the unused capacity is measured by square feet 
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of truck floor space? 

A That's right, it's recorded as a percentage. 

Q And across all four types of contracts, BMC, SCF, 

is it fair to say that as measured by floor space the unused 

capacity averages roughly 50 percent or so? 

A If you average across all movements, you mean? 

Q Yes. 

A I haven't actually done that calculation. 

Q I was just looking for a rough estimate. Is that 

the order of magnitude? Or looking at your response to 

Florida Gift Fruit Shippers number 12, I think it is. 

A Yes, if you just average the four numbers which 

are provided in part 12-B, I would without actually doing 

the calculation guess that it's about 50 percent. 

Q And that hasn't changed over time; is that fair to 

say? Having specific reference to your answer :I think 

provided today to Florida Gift Fruit Shippers interrogatory 

number 12-C? 

A That's correct. Utilization stays -- has stayed 

relatively constant over time for each of the different 

facility types and contracts. 

Q Looking at Florida Gift Fruit Shippers 

Interrogatory 12-B, I believe in response to a question by 

Mr. Wells this morning you clarified that, for example, 

Postal quarter four, intra-SCF, the figure 35.1 percent 
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1 would indicate that actually about 65 percent 

2 underutilization of truck capacity during that quarter; is 

3 that correct? 

4 A Yes, that's correct. I would like to point out 

5 that that number is a straight average of the five numbers 

6 which make it up. It's not weighted by the numbar of times 

7 that any of these particular movements occurred in a quarter 

8 so it is just a straight average; it's not a weighted 

9 average. 

10 Q I see. 

1) 11 Now, in terms of estimating utilization, if I 

12 understand correctly, it doesn't matter how high the mail is 

13 stacked in the truck, that for utilization purposes, only 

14 floor space, percentage of floor space is relevant under the 

15 TRACS system? 

16 i That's correct. -. 

17 Q Isn't it true that if we're dealing with a truck 

18 with a cubic capacity that includes let's say eight feet in 

> 19 height and the truck is, say, fully bed loaded to a height 

20 of one foot, then the actual utilization is less than 15 

21 percent of the cubic capacity? 

22 A The cubic foot capacity utilization, yes. 

23 Q Cubic foot capacity. 

24 A That's correct. 

25 Q So when you say, again looking at Florida Gift 

3521 
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Fruit Shippers' interrogatory 12-B, the 35.1 percent figure, 

intra-SCF, fourth quarter, that that indicates about 65 

percent underutilization. That actually understates the 

underutilization, if I could put it that way, doesn't it? 

A Right. There is no accounting for how high things 

are, right. 

Q Right. The 35 percent just refers to floor space, 

not the total cube? 

A Correct. 

Q And that if you assume say only a foot in height 

that is utilized, then we are talking about underutilization 

on the order of 90 percent? 

A That would be correct, although I would have to 

say I don't know if that even happens. 

Q If I understand your testimony correctly, both 

written and oral this afternoon, under the TRACS system, the 

Postal Service does not speculate as to any particular cause 

of the underutilization of truck capacity; is that correct? 

A That's right. TRACS doesn't speculate as to what 

caused empty space. 

MR. BERGIN: I have nothing further, Mr. Chairman. 

CBAIRMAN GLEIMAN: OCA, Ms. Dreifuss? 

CROSS EXAMINATION 

BY MS. DREIFUSS: 

Q Good afternoon, Ms. Nieto. 
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A Hello. 

Q I'd like you to look at your answer to an 

interrogatory that was redirected to you from Witness Degen. 

It concerns library rate mail. 

The number is OCA/USPS-TlZ-50 and subpart (c)(i) 

was redirected to you. 

A Okay. 

Q In your answer to that interrogatory, you state 

that low volume in a particular subclass would result in 

increased variance in the distribution keys. 

I wanted to ask you, the variance in the 

distribution keys wouldn't run across all subclasses, would 

it? The variance, this high variance or increased variance 

that you are talking about, would be limited to the 

particular low volume subclass, would it not? 

A Yes. 

Q And high variance or increased variance -- 

increased variance is the term you use -- increased variance 

might mean that one would see fluctuations, large 

fluctuations from one sample to the next in the share of 

* 
that low volume subclass's responsibility4 transportation 

costs, is that correct? 

A That is a possible outcome. 

Q Correct, and another possible outcome is that the 

low volume subclass might actually wind up having a larger 
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share of transportation costs because of its 

under-representation in the sample -- it might have too 

large a share of costs as a result of that and the increased 

variance in the distribution keys, is that correct? 

A It could also work the other way though. 

Q Right. Did you specifically evaluate whether 

there was this problem of increased variance or too high 

variance for library rate mail? 

A No. I did not. 

Q In response to a Presiding Officer information 

request, Witness Degen was asked to make a similar kind of 

evaluation. 

I don't know whether you have had a chance to look 

at his response -- his responses to Presiding Officer 

Information Request Number 2? 

A No, I have not. 

Q Well, let me just describe to you what he said, 

and this -- in this part of his response he is talking about 

segment 3 mail processing costs. He is not talking about 

transportation costs, but he attempted to look at the high 

variance involved for library rate mail for Segment 3, and 

the way he evaluated it was he looked at the tallies per 

dollar of unit cost and he started to compare li~brary rate 

to classroom mail, which also is a low volume subclass, and 

he said that library rate had 80.4 tallies per dollar of 
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unit cost. Classroom had 163.2. 

He concluded that library rate costs like 

classroom suffer from instability due to the sma:Ll volume 

and nature of the IOCS sampling procedure. 

I wonder whether it would be possible to do a 

similar assessment for TRACS.. 

A Well, I think it works a little differently 

because I think where -- and I am not sure -- IOCS would 

sample, a tally would be related to one piece of mail? 

Q I believe that's right, yes. 

A Whereas%ACS when the data collector opens the 

truck they take a lot of different samples of the types of 

mail -- you know, wheeled container, sacks,ite@ and so they 

open up all these and they would count every single piece in 

a sack, every single piece in a tray, and then they would 

sample representative items from a wheeled container, so I 

would say that each test counts as a -- each test in which 

there is not any library mail is just as valid as one where 

there is library mail, library rate mail. 

I am not sure what comparison specifically would 

correspond to a similar analysis. 

Q Can you think of any way of assessing the variance 

in TRACS for library rate mail, whether to determine how 

high it is compared to other, much larger subclasses? 

Can you think of any way of assessing that? 
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A You could compare the CVs of library rate mail to 

others. 

Q Do you have the information available to you to 

compare the CVs? 

A Yes, I do. 

Q Let me ask you one more thing. Would it take a 

great deal of your time to do so or could you do that in 

fairly short order? 

A I could just give a visual inspection of -- 

MS. DREIFUSS: Mr. Acting Presiding Officer? 

COMMISSIONER HALEY: Yes? 

MS. DREIFUSS: I wanted to ask you if you could 

check with the Postal Service and see whether it is possible 

to get her -- get the results of a visual inspection of the 

CVs that Witness Nieto said she might be able to do fairly 

quickly. 

COMMISSIONER HALEY: I think you have heard the 

question, Ms. Reynolds. 

MS. REYNOLDS: If the witness feels she can 

provide the analysis, I don't have(a problem with that. 

COMMISSIONER HALEY: Okay. 

MS. DREIFUSS: Thank you. 

BY MS. DREIFUSS: 

Q If it were to turn out that there was unusually 

high variance for library rate mail, and I guess that could 
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1 be a problem even for other low volume subclasses, what 

2 steps could be taken in TRACS to improve and ameliorate that 

3 result so that the variances wouldn't be so very great for 

4 low volume subclasses? 

5 A I -- 

6 Q Before you answer that, let me take just a moment. 

7 Ms. Nieto, I noticed that you were looking throumgh some 

0 papers. It looked like you were about to answer my earlier 

9 question right here. Is that right? You were going to 

10 answer it today in the hearing room? 

11 11 A I was going to ask you if there was one particular 

12 mode of transportation that you were concerned with. 

13 Q It would be -- I apologize. I thought the witness 

14 was going to have to-do that visual inspection outside the 

15 hearing room, and I didn't realize that she was going to be 

16 able to answer right now. I'd be particularly interested in 

17 highway transportation. I know there are several accounts. 

18 How many are there in highway transportation? 

,> 19 A There's four. 

20 Q Would you mind just checking for each of the four, 

21 please? 

22 A IS there a particular class that you would like me 

23 to compare it to? 

24 Q How about classroom mail. 

25 A TRACS doesn't break out the periodicals subclass 
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any further. 

Q May I look at what you're looking at for just a 

moment? 

MS. DREIFUSS: May I approach the witness? 

CHAIRMAN GLEIMAN: You may. 

MS. DREIFUSS: Thank you. 

BY MS. DREIFUSS: 

Q Could you make a comparison to special rate mail, 

please? 

A Okay. On intra-SCF highway the library rate CV is 

a little under twice that of what it is for special rate. 

Q So it has a better coefficient of variation, 

library rate has a better coefficient -- 

A I'm sorry, I think I said that the wrong way. 

It's the other way around. 

Q Special rate has a better -- a more desirable 

coefficient of variation than library rate does. 

A Yes. 

Q For intra-SCF highway. 

A Right, it has a lower CV; right. 

Q Would you mind looking at the other -- the other 

three accounts, please, and doing the same thing? 

A On inter-SCF they have almost identical CV. 

For intra-BMC the special rate CV is about 75 

percent that of the library rate, so it's lower. 
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Q Okay. 

A And in inter-BMC it's about l-1/2 time:; higher for 

library rate than it is for Special Fourth. 

Q Thank you. And now I'll go back to the question 

that I had started to ask you earlier, which is if you 

wanted to improve the CV and ameliorate that relatively high 

variance that could be present with a low-volume subclass 

like that, how would you go about doing it? 

A One of the ways that you could do it is -- well, I 

don't think that sampling -- I think that library rate 

travels -- again, I'm speculating a little bit here -- that 

it would travel on the same movements that special Fourth 

and Parcel Post does, so I don't know if in any way changing 

the facilities which we take TRACS test in some way would 

make a difference. If library rate for some reason again 

tended to be in a different container type than other mail, 

but again I think our data collectors always sample 

representatively from a wheeled container. So again I'm not 

sure-that that would make a big difference without really 

studying I guess some of the differences Special Fourth 

or -- if library rate is treated differently than other 

parcel mail in general. It would be hard to say. Those 

might be two areas. 

you. 

MS. DREIFUSS: I have no further questions. Thank 
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COMMISSIONER HALEY: Thank you, Ms. Dreifuss. 

Does any other participant have oral cross 

examination for this witness? 

If there is no followup cross examination, do the 

Commissioners have some questions? 

Yes, sorry I didn't see you. 

MR. BERGIN: Commissioner Haley, I did have one 

followup question. That's the question I should have asked 

before if no one else has anything. 

FURTHER CROSS EXAMINATION 

BY MR. BERGIN: 

Q And just briefly, Ms. Nieto, how old are the 

density factors used for periodicals mail? 

A I believe the ones used for the first three 

quarters of '96 were from PQ-4 of '92. The ones which were 

used for Quarter 4 of '96, the implementation of 

classification reform, are from I think it's PQ-4 of '95, 

although I would have to check exactly. I don't have that 

library reference in-front of me. 

Q So that the density factors for periodicals ma'il 

were updated in the fourth quarter of did you sa:y '96? 

A ' 95. 

Q ' 95? 

A The actual study was done I think in quarter 4 of 

'95, but they were not used in TRACS until quarter 4 of '96. 
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Q Thank you. 

MR. BERGIN: I have nothing further, Commissioner 

Haley. 

COMMISSIONER HALEY: Yes. 

MR. FELDMAN: Thank you. 

CROSS EXAMINATION 

BY MR. FELDMAN: 

Q I'm Stephen Feldman, American Business Press, with 

just a very brief followup to Mr. Bergin's question. 

A Yes. 

Q I was wondering if it would be possible for the 

witness or for the Postal Service to provide some written 

substantiation of her estimate that in quarter 4 of 1995 the 

periodical density factors were updated, and if so, what 

factors were used? 

[Pause.] 

VICE CHAIRMAN HALEY: Will you respcnd, or perhaps 

we should ask counsel? 

MS. REYNOLDS: That won't be a problem. 

MR. FELDMAN: Thank you very much. 

VICE CHAIRMAN HALEY: Very well. 

Is there anything further? Any additional oral 

cross-examination? 

[No response.] 

VICE CHAIRMAN HALEY: If not, Ms. Reynolds, would 
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you like a little time with your witness? 

MS. REYNOLDS: If we could just have a few 

minutes, maybe 10 minutes? 

VICE CHAIRMAN HALEY: 10 minutes. Why don't we 

then take a break at this time for 10 minutes. 

MS. REYNOLDS: Thank you. 

[Recess.] 

CHAIRMAN GLEIMAN: Ms. Reynolds, before you pick 

up on redirect, there are a few housekeeping matters that I 

need to take care of. 

First, is Mr. Wells here? 

Mr. Wells, this morning Florida Gift Fruit 

Shippers -- you announced that you had received an 

interrogatory response that was subject to a motion to 

compel. That was T-2-12 from this witness. .A.nd I was 

wondering if you have had a chance to review that 

interrogatory response and whether you are satisfied with 

the response? 

MR. WELLS: I have and I am and the response was 

presented as additional written cross this morning. 

CHAIRMAN GLEIMAN: All right, the reason I asked 

is the Postal Service had not responded to the motion to 

compel but I assume your satisfaction with that response 

renders that matter moot. 

Next, tomorrow Witness Mayes is scheduled to give 
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testimony. Parcel Shippers filed a motion to compel 

discovery response addressed to Witness Mayes on October 3 

and the response to that motion should have blsen filed on 

October 10. Would you check, counsel, Ms. Duchek, could you 

let us know what the status of that one is? 
XWbW 

MS. RE-DS: Mr. Chairman, the Poistal Service 

contacted Mr. Mayes by phone, left a message which I 

understand was conveyed to him that the Posta:L Service would 

be providing an institutional response to that interrogatory 

and therefore would not be filing an opposition to the 

motion to compel. 
---a-!- I further told or relayed to Mr. #eyes'- 

secretary that we would attempt to get that response in as 

quickly as possible, although I could not promise it by 

today or tomorrow for a variety of reasons, the foremost 

being that the Postal Service building, this past weekend, 

was shut down. But we are working on that and hope to get 

that in within the next few days. 

CHAIRMAN GLEIMAN: I will consider the motion to 

compel to still lie and await Mr. Mayes' indication that he 

is satisfied with whatever response, institutional response, 

you provide and if he does -- if he is satisfied, then we 

will treat it as we have the motion on the issue that we 

were just talking to Mr. Wells about. 

Finally, occasionally answers to discovery 

requests have been filed late accompanied by motions for 
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late acceptance. And I am not aware that we have received a 

response to Presiding Officer's Information Request Number 

3, question 32, or Presiding Officer's Information Request 

Number 4, questions 8-A and C and I would respectfully ask 

that counsel check on the status of those and let us know 

tomorrow when we might be receiving answers or whether they 

have been lost somewhere in the shuffle of myriads of paper 

that have been flying around the past few weeks. 

Ms. Reynolds, the ball is in your court. 

MS. REYNOLDS: I just have a few brief items for 

the witness. 

REDIRECT EXAMINATION 

BY MS. REYNOLDS: 

Q Ms. Nieto, in your discussion with Mr. Bergin from 

McGraw-Hill, you discussed an underutilization of space. 

Were you implying by agreeing to that term that the Postal 

Service is not efficiently using its vehicle capacity? 

A No, I was not. 

Q What did you mean by using that term? 

A I just meant less than 100 percent utilized.. 

Q All right, in your discussion with Mr. Wells from 

the Florida Gift Fruit Shippers, you talked about the 

selection of containers that go onto Postal Service trucks. 

Are you aware of mailers containerizing their own items? 

A Yes. 
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Q Are you aware of circumstances where mailers 

palletize? 

A Yes. 

Q And are you aware of circumstances where 

mailer-prepared containers or pallets can find their way 

into TRACS-tested vehicles? 

A Yes. 

MS. REYNOLDS: Thank you. 

I don't have anything further. 

CHAIRMAN GLEIMAN: Did redirect generate any 

recross? 

Mr. Wells doesn't have any. I think he was 

indicating he had no recross. 

MR. WELLS: I have no recross. 

CHAIRMAN GLEIMAN: Mr. Bergin? 

MR. BERGIN: Just very briefly. 

RECROSS EXAMINATION 

BY MR. BERGIN: 

. 

Q Ms. Nieto, do you have any opinion one way or the 

other whether the Postal Service is making efficient use of 

its transportation capacity? 

A No, I’m not. 

MR. BERGIN: Thank you. 

CHAIRMAN GLEIMAN: Is there any followup to the 

recross questions? 
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1 [No response.] 

2 CHAIRMAN GLEIMAN: No further questi.ons? 

3 If that is the case, Ms. Nieto, I want to thank 

4 you for your appearance here today and for your 

5 contributions to our record. I know the first time you’re 

6 here is a little difficult and as I commented the other day 

7 to one of your colleagues, fellow witnesses, likewise I 

a think you did quite well. I am not sure, were I in the 

9 witness chair, that I could maintain my composure the way 

10 you did and the way the young lady did the other day. 

11 Again, thank you. And if there is nothing 

12 further, you're excused. 

13 [Witness excused.] 

14 CHAIRMAN GLEIMAN: Ms. Duchek, we're ready for the 

15 next witness. 

16 MS. DUCHEK: The Postal Service calls Dr. Michael 

17 Bradley as its next witness. 

la Whereupon, 

19 MICHAEL D. BRADLEY, 

20 a witness, was called for examination by counsel for the 

21 United States Postal Service and, having been first duly 

22 sworn, was examined administration testified as follows: 

23 DIRECT EXAMINATION 

24 BY MS. DUCHEK: 

25 Q Dr. Bradley, I'm handing you two copies of a 
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document entitled Direct Testimony of Michael D. Bradley on 

behalf of United States Postal Service, which has been 

designated as USPS-T-13. Are you familiar with that 

document? 

A I am. 

Q Was it prepared by you or under your supervision? 

A It was. 

Q Does it contain revised tables 7 and 7A that were 

filed with the Commission on October 10, 1997? 

A It does. 

MS. DUCHEK: Mr. Chairman, I am going to hand 

these two copies of the testimony to the reporter and ask 

that they be entered into evidence. 

Also, for parties who did not receive the errata 

dated -- which we filed on October 10, I have additional 

copies. 

CHAIRMAN GLEIMAN: Are there any -- are there any 

objections? 

[No response.1 

CHAIRMAN GLEIMAN: Hearing none, Dr. Bradley's 

testimony and exhibits are received into evidence and I 

direct that they be accepted into evidence. As is our 

practice, they will not be transcribed into the record. 

[Direct Testimony and Exhibits of 

Michael D. Bradley, Exhibit No. 
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USPS-T-13 was marked for 

identification and received into 

evidence.1 

CHAIRMAN GLEIMAN: Dr. Bradley, have you had an 

opportunity to examine the packet of designed written 

cross-examination that was made available to you earlier 

today? 

THE WITNESS: I have. 

CHAIRMAN GLEIMAN: And if these questions were 

asked of you today, would your answers be the same as those 

you previously provided in writing? 

THE WITNESS: Yes, they would. 

CHAIRMAN GLEIMAN: That being the case, I am going 

to provide -- you have two copies with some corrections? 

MS. DUCHEK: Yes, I do, Chairman GIeiman, and I 

just wanted to note I,should give these two to the reporter. 

Florida Gift Fruit Shippers number 1, there were 

two page 2 and no page 3 included. We have taken out page 2 

and substituted page 3. 

Also United Parcel Service number 29, page 1 of 

the response was included in the packet but page 2 was not. 

We have also added page 2 to the packets. 

CHAIRMAN GLEIMAN: Once again, we thank you for 

your assistance. 

If you would provide two copies of the designated 
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written cross-examination of Witness Bradley to the 

reporter, I'will direct that they be accepted into evidence 

and transcribed into the record at this point. 

[Designation of Written 

Cross-Examination of Michael D. 

Bradley was received into evidence 

and transcribed into the record.] 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street. N.W.. Suite 300 
Washington, D.C: 20005 

(202) 842-0034 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 1997 Docket No. R97-1 

DESIGNATION OF WRlTTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS MICHAEL D. BRADLEY 
(USPS-T-I 3) 

The parties listed below have disignated answers to interrogatories directed to witness Bradley 
as \aTitten cross-examination. 

w Answer To lnterroeatories 

American Business Press ABP\USPS: 

ABPKJSPS: 

FGFSA\USPS: 

MPA\USPS: 

UPS\USPS: 

Florida Gift Fruit Shippers Association FGFSA\USPS: 

FGFSA\USPS: 

Office of the Consumer Advocate OCA\USPS: 

ABP\USPS: 

FGFSA\USPS: 

MH\USPS: 

Interrogatories T13-I, 5, S(a), 9, 
IO(a), I I-12, 14-17(a-b). 
Interrogatory T34-10(c) 
Response of IJSPS witness 
Bradley to interrogatory-redirected 
from witness Taufique. 
Interrogatories Tl3-22-26,40,42- 
43,so. 
Fterrogatories T13-l(a-c), I (e-g), 

kterrogatories T13-5-9, I I-12. 15- 
16, 19. 

Interrogatories Tl3-1-10, 12-16, 
18-l 9,21-34,36,40,42-52,54. 
Interrogatories T2-42-43 redirected 
from witness Nieto. . 

Interrogatories Tl3-1,3-22,23(a), 
23(c-d), 24-21&29(b), 30-36,37(a), 
37(b)(i)-(ii), 37(b)(x+(xv), 38. 
lnterrogatorks T13-1,5, 8(a), 9, 
10(a), 11-12, 14-16, 17(a-b). 
lnterrogatones Tl3-l-10, 12-l&& 
18-19,21-24,25(a), 26-29,30&k), 
31-35,36(a), 36(b), 37-39,40,42- 
52. 54-56; T2-42-43 redirected 
frdm witness Nieto. 
Interrogatories Tl3-1-3, T2-5(a) 
redirected from witness Nieto. 
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MPA\USPS: Interrogatories Tl3-I -2. 
UPS\USPS: Interrogatories TI3-l-34, 35(b). 

Respectfully submitted. 

M&&ret P. Crenshaw 
Secretary 

. 

.‘. 
. 
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Response of United States Postal Service Witness EIradley 
to 

Interrogatories of American Business Press 
(Redirected from Witness Taufique) 

ABPNSPS-T34-10~. Confirm that HCSS contains a route length measure for each USPS- 
purchased highway contract, the annual cost of the contract, the annual miles traveled on 
the contract, the number of trucks on the contract and their cubic capacity and the highway 
cost account for the contract. 

APB/USPS-T34-1Oc Response: 

Generally confirmed, although as I indicate on page 15 my testimony, the data are 

available at the more d&aggregated level of the contract cost segment. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

ABPIUSPS-Tl3-1 

a. 

b. 
C. 

Do you m-confirm your testimony (TR2/423-516) in Docket MC93-1 (second class 
pallet discount) that there is a “distance taper” that applies to purchased 
transportation costs? If you do not confirm, please explain. 
Please define the term distance taper. 
If you still believe that there is a distance-taper that applies to zsecond-class 
(periodical) purchased transportation costs, identify if, where and how it was 
recognized in this filing. 

ABPLJSPS-T13-1 Response: 

a. 

b. 

C. 

Although I expect that it is still valid, I have done no subsequent studies to 

‘reconf&“.my testimony in Docket No. MC93-1. 

. 

A distance taper typically refers to the decline in unit cost of transportation as 

distance increases, holding everything else constant within a sin:gle mode of 

transportation 

A distance taper is embodied in my econometric equations. Specifically, following 

the Commission’s specification from Docket No. RB7-1, I include distance as a 

separate variable to control for the possibility that cost per cubic foot-mile varies 

with distance. I have not reviewed the entire filing, so I cannot speak to other 

places the distance taper may or may not have been considered. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

ABPNSPS-T13-5 Is a highway trip between a BMC and an ADC classified for cost 
allocation as ‘inter-BMC” or ‘inter-SCF,” or are other designations used? 

ABPNSPS-T13-5 

Route trips are not classified individually, contracts are. Consequently, a particular route 

trip could be included in different accounts depending on the account classification and 

nature of the transportation of the contract that pays for the route trip. Please see the 

response to FGFSANSPS-T2-6, part c. for a discussion of the classification of route trips 

into accounts. 

. 
. . . . . _,,_ ,.~.. : 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

ABPIUSPS-T13-6 On p. 6. line 7. you state: “Contracts continue to be bi’d in the same 
way; contracts still last for four years.” 

a. Describe, in your own words, the contracts bid procedure, and what criteria are 
used to select a contractor. Reference to a prior proceeding is not a responsive 
answer. 

(Parts b. through g. have been redirected.) 

ABPIUSPS-T13-B Response: 

a. As I understand it, the contracts bid procedure goes as follows. First, the Postal 

Service determines the specifications of the contract. This includes specifying the 
. 

trip routing and mileage, the trip frequency, the Postal facilities senred, the arrival 

times, and the vehicle requirements. Next, the contract is advertised and put out 

for bidding. The Postal Service then evaluates the bids and awards the contract. 

The contract is awarded to the lowest bidder who can reliably fulfill the contract 

requirements. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

ABPIUSPS-Tl3-9 While you state that the increase use of surface transportation by First- 
class mail (p.9) is “simply and increase in volume and not a change in operaling structure,” 
if First-class mail has delivery requirements that require dispatch, and transportation and 
delivery in fewer days than other classes, is it possible that additional ,transportation 
capacity will be added to the surface highway network not because of added volume, but 
because of the scheduling of necessary (sic) to meet First-class service st,andards? 

ABPIIJSPS-Tl3-9 Response: 

It is possible, but it is my understanding that the current network structure embodies the 

requirement to meet service standards for all classes. Unless those service standards 

change, I would not envision a material change in the purchased highwey transportation 

network for this reason. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

ABPIUSPS-T13-10. 

a. Did “the addition of more volume” to the existing network (p.9) in connection with 
First-Class mail since R87-1 cause the significant annual increases in highway 
contract accounts? 

(Parts b. through d.) have been redirected. 

ABPILJSPS-T13-10 Response: 

Addition of volume of all classes of mail would be a reason for increased costs in the 

various highway accounts. None of the information that I use in my analysis is specific to 

ldivibual classes of mail, so I am unable to speculate whether increases in First-Class mail 

caused significant increases in costs. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

ABP/USPS-T13-11 You state on p. 9 that dropshipping to “destination facilities” requires 
‘less postal service transportation.” By less do you mean 
a. fewer trucks? 
b. less total capacity in trucks if volumes of a dropshipped subclass remain constant 

and if added volumes are dropshipped to at least the same extent as the original 
volumes measured? 

C. lower overall purchased transportation costs for a subclass, part of which may be 
dropshipped? 

d. that the weight and density per piece of dropshipped volumes must remain constant 
for your statement to be true. 

e. that no USPS transportation is used for intra-SCF trips, assuming dropship to 
“destination facilities” means SCF and/or ADC facilities. If destination facilities 
mean only delivery stations or rural post offices, please so state. 

ABPIUSPS-T13-11 Response: 
x-e. My understanding of dropshipping is as follows. Under dropshipping, rnailers have 

the option of providing their own transportation of mail to the destination facility. In 

return. they receive a discount. To the extent mailers are carrying theiir mail to the 

destination facilities, the Postal Service does not have to. The Postal Service thus 

would have to contract for fewer cubic foot-miles of purchased transportation than 

it otherwise would. In sum, what I meant by “less Postal Service transportation” is 

fewer cubic foot-miles of Postal Service purchased transportation than would 

otherwise be needed. For my update and refinement of the Commission’s Docket 

No. R87-1 purchased highway transportation variability analysis, I did not have to 
. 

become familiar with the intricacies of dropshipping that you discuss in the 

interrogatory. : 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

ABPIUSPS-T13-12 

a. Identify “certain parts of the purchased highway transportation network” (p.9) hat 
you claim have been reduced by growth in dropshipping, and would be reduced by 
future increases in dropshipping. By “parts” do you mean facilities, cubic: capacities, 
costs or all of the preceding. 

b. If dropshipping requires less Postal Service transportation, why is the “highway 
transportation network basically the same as in 1988” (p. 8)? 

ABPLISPS-Tl3-12 Response: 

a. First, please be clear that I did not claim that any parts of the purchased highway 

transportation network were reduced by dropshipping. As I said on page 9. I was 

concerned with the possiblitv that such effects could take place: 

When mailers dropship their mail at destination facilities, less 
Postal Service transportation is required. The growth in 
dropshipping thus holds the potential to reduce the size of 
certain parts of the purchased highway transportation network 
(Emphasis added). 

The “parts’ I was referring to were the types’ of transportation as reftected by the 

highway accounts, e.g., inter-BMC or Intra-SCF. 

b. As I attempted to explain on p. 10 of my testimony, variations in the amount of cubic 

foot-miles in the purchased transportation highway network do not, by themselves, 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

constitute changes in the structure of the network. In fact, the Commission’s Docket 

No. R87-1 analysis of the network was designed to measure the response in cost 

to changes in cubic foot-miles in that network. That is why I stated on page 10: 

However, unless the effects of dropshipping are severe, they 
can be handled within the Commission’s framework. The 
effect of dropshipping is to limit growth in those parts of the 
network that are subject to diversions. That is, dropshipping 
will retard the growth in the amount of mail transported by the 
Postal Service network in those areas in which private sector 
transportation is used. 

In other words, if growth in cubic foot-miles of transportation would hav’e been X% 

without dropshipping. I would expect that growth to be somewhat less th,an X% with 

dropshipping. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

ABPNSPS-T13-14. On p. 10, in referring to dropshipping, are you referring ‘to third-class 
(standard), second-class mail (periodic-al), to other subclasses, or all of the preceding types 
of mail? 

ABPIUSPS-T13-14 Response: 

On page 10, I was making no reference to any specific classes of mail. I was referring to 

mail in general. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

ABPLJSPS-T13-15 

a. To use your phrase (“radical realignment), has there been “any radical realignment” 
(p.9) of the highway network since 1990? 

b. Plant load costs were 3.9% of accrued highway transportation costs in 1990, and 
2.4% in 1995. Is this a major or minor change? 

C. Have there been major or minor changes between 1990-1995 to the inter-SCF and 
Inter-BMC accounts, which together represented 39.4% of accrued highway costs 
in 1990. and 36.5% in 1995, based on the table on p. 11 of your tesiimony? 

d. The same table on p. 11 shows intra-SCF mail as 41.4% of accrued cost in 1990. 
and 42.7% of accrued cost in 1995. Is this a major or minor change? Is. the 
average cost per cubic-foot-mile higher for the intra-SCF account than for (1) the 
inter-SCF account and (2) the inter-BMC accounts? 

ABPIUSPS-T13-15 Response: 

a. Not to my knowledge. 

b. In the context of the discussion in my testimony, which-was to determine if the 

Commission’s Docket No. R87-1 model of the variability of purchased highway 

transportation costs was an appropriate point for stating my update and refinement, 

I would consider them minor. I make no claim about the general applicability of the 

terns ‘major or “minor.” 

. . _ 
‘. .._. _ . . . . . . . ~_. 

.,. ..! ,. -...._ , 
.,, _ - 

“~ 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

C. The proportion of accrued cost in the inter-SCF account went from 21.7% in 1990 

to 20.9% in 1995. The proportion of accrued cost in the inter-BMC account went 

from 17.7% in 1990 to 15.6% in 1995. In the context of the discu!:sion in my 

testimony, which was to determine if the Commission’s Docket No. R87-1 model of 

the variability of purchased highway transportation costs was an appropriate point 

for starting my update and refinement, I would consider them minor. I make no 

claim about the general applicability of the terms “major” or “minor.” 

. 

In the context of the discussion in my testimony, which was to determine if the 

Commission’s Docket No. R87-1 model of the variability of purchased highway 

transportation costs was an appropriate point for starting my update and refinement, 

I would consider them minor. I make no claim about the general applicability of the 

terms ‘major or “minor.” 

The average cost per cubic foot-mile is higher in the intra-SCF account than in the 

inter-SCF account. The average cost per cubic foot-mile is higher in the intra-SCF 

account than in the inter-BMC account. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

APB/USPS-Tl3-16 On p. 33 you state that plant-load contracts typically require tractor 
trailers. You also state that the estimated varaibility for plant-loads is 88%, which “is quite 
similar to other tractor trailer types of transportation.” 

a. Are there data that show the average length of haul of a plant load trip? If so, pleas 
provide the data and explain how the data were obtained. 

b. If your answer to a. is no, please compare other highway cost accounts with plant 
load trips and select which account (e.g. inter-SCF) you believe is most comparable 
in cost per cubic-foot-mile and/or distance to plant loads. 

APB/USPS-T1 3-16 Response: 

7. Yes. A measure of average length of a plant load route trip is given by the average 

value for the route length variable in my data set extracted from HC:SS. For a 

discussion of how the route length variable is constructed, please see my 

Workpaper WP-1 at page 4. As shown on page 117 of Workpaper WP-7, the 

average value for the route length variable is 274.43 miles. 

b. Not applicable. 

. . 
* _ ,, ;_ -- I .-., ..,, 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

ABPIUSPS-T13-17 

a. Please explain and elaborate upon your statement on p 37 as follows: 

Not surprisingly the cost per cubic foot-mile is also 
much smaller for the tractor trailer contract cost 
segments in both accounts. 

b. Confirm and explain why the cost per CFM for m-SCF m is $903 per CFM 
less than j&t-SCF vans and $683 per CFM less than inter-SCF ~5. 

(Parts c. and d. have been redirected) 

ABPAJSPS-T13-17 Response: 

a. My previous experience with Postal Service purchased highway transportation data 

had shown that the cost per cubic foot-mile for tractor trailer transportation tended 

to be lower than the cost per cubic foot-mile for straight body (van) transportation. 

Thus, when I compared the cost per cubic foot-mile for straight body transportation 

in the intra-SCF account with the cost per cubic foot-mile for tractor trailer 

transportation in the intraSCF, account I was not surprised to find that the cost per 

cubic foot-mile was lower for the tractor trailer transportation. Similarly, when I 

compared the cost per cubic foot-mile for straight body transportation in the inter- 

SCF account with the cost per cubic foot-mile for tractor trailer transportation in the 

inter-SCF, account I was not surprised to find that the cost per cubic foot-mile was 

lower for the tractor trailer transportation. 

,..~ 
.’ 

3 ..~ .~. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of ABP 

b. For convenience, I reproduce Table 10 (page 38) from my testimony below. This 

table shows, among other things, the cost per (million) cubic foot-miles across the 

types of transportation. 

I Table 10 
Differences Within Account by Truck Type I 

Intra-SCF Intra-SCF 
Vans Trailers 

(;n;SCF ) ;rt;zF 1 

#of Obs 5,464 570 997 

Avg. Cost $56.075 $168.612 801.871 

1 Avg.CFM 1 43.1 1 291.4 1 74.4 1 746.51 

Avg. RL 

Cost Per 
CFM 

49.1 60.0 94.3 221 .D 

$1,320 $579 91.100 $417 
i 

I confirm your calculations. The reason thai the cost per cubic foot-mile is lowest 

for inter-SCF trailers is due to economies of scale in postal transportat:ion. As Table 

10 shows, the inter-SCF tractor trailer contract cost segments are by ,far the largest 

of the four in terms of average cubic foot-miles per contract cost segment. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSAIUSPS-T-13-1 Please refer to LR-H-82 and describe how the data contained 
in HCSS (discussed in your testimony at page 12) relate to the data in the file used to 
develop the sample frames for the four TRACS highway transportation accounts in 
TRACS.DESIGN(HWYl). 

a. Are the contracts in the HCSS and the routes served by those contracts (as 
indicated by HCRID) identical to the routes used to create the TRACS 
sample design in the program TRACS.DESIGN(HWYl)? If not, please give 
a full description of all differences and explain why they differ. 

b. Is the highway cost account for each contract in HCSS identical to the 
information which identifies routes in TRACS.DESIGN.(HWYl)? If not, 
please explain all differences and why they differ. 

FGFSAlUSPS-T-13-1 Response: 

a. Neitherthe research required for calculating volume variabilities nor the preparation 

of my testimony required me to be familiar with Library Reference LR-H-82 or the 

TRACS highway transportation sample frames. The development of volume 

variabilities for purchased highway transportation does not require TRACS data. 

As a general matter, however, I would expect the highway routes covered byHCSS 

and by the TRACS sampling frame to be‘broadly consistent. Both are designed to 

take a look, from different angles, at the purchased highway transportation network. 

It is my understanding that the TRACS sample frame is taken from NASS. which is 

a transportation planning system. HCSS is a new system of contract management 

and, as you know, TRACS predates HCSS. Thus, the TRACS sample frame does 

not depend upon the information contained in HCSS. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

As I indicate on page 18 my testimony, HCSS does not contain route information, 

it contains contract information. A given contract, as indicated b:y an HCRID. may 

contain several routes. Because there is no route information in HCSS, there is no 

way to compare its route information to any route information in TRACS. 

b. I understand that the highway cost accounts and the rules for assigning an 

individual contract’s cost to a particular cost account are the sa:me for HCSS and 

NASS. I am not familiar with the assignment of individual contracts to cost accounts 

in the TRACS system, but I am told that such information exists in the TRACS 

documentation. As indicated in my workpapers, the HCSS contract cost segments 

are assigned to cost account groups by the following classification of account 

numbers:’ 

COST ACCOUNT GROUPING ACCOUNT NUMBERS . 
Intra-SCF . . 53121,53123 
Inter-SCF 53124,53126 
Intra-BMC 53127.53129 
Inter-BMC 53131,53133 
Plant Load 53134,53135 

‘m Workpaper WP4 of Michael D. Bradley to Accompany Docket No. MC97-2 
USPS-T-4 “Estimation of Plant-Load Econometric Equation and Variability.” at 10 and 
Workpaper WP-3 of Michael D. Bradley to Accompany Docket No. MC97-2 USPS-T4, 
‘Re-Estimation of Commission R87-I Purchased Highway Transportati,on Models,” at 10, 
44.60. and 77. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

This list shows that HCSS includes both “regular” contracts with account numbers 

like 53121 and 53124, and “emergency” contracts with account numbers like 53123 

and 53126. It is my understanding that NASS, and thus TRACS, does not include 

emergency contracts. On this basis alone, I would expect the cost accounts 

comprising a particular cost account grouping to be differem in HCSS than in 

TRACS. This is not new. The current purchased highway transportation 

variabilities (estimated by the Commission in Docket No. R87-1) are based upon 

both regular and emergency contracts, although the TRACS distribution key is not 

based upon emergency contracts. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gifl Fruit Shippers Association 

FGFSANSPS-T-13-2 In your testimony, page 19. Table 3. it is noted that some 
contracts specify multiple vehicle capacities. 

a. Are different capacity vehicles used on the same route on different days? If so, 
does the difference in capacity relate to the volume of mail? 

b. Are vehicles of different capacities regularly used on different segments on the 
same route? 

b. Tor (sic) those contract cost segments with multiple vehicle capacities (Table 3) 
does the ability to use different size vehicles increase the variability of purchased 
transportation costs? 

FGFSAIUSPS-T-13-2 Response: 

As indicated in. my testimony, the incidence of contract cost segments with multiple vehicle 

sizes is very small (e.g., in Intra-SCF there are 183 contract cost segments with multiple 

vehicle sizes out of a total of 13, 323 contract cost segments). Thus, I ‘would be hesitant 

lo draw broad conclusions based~upon such a small portion of the contract cost segments. 

a. A route, or route trip, is defined by its.highway routing and its frequency. As a 

general matter, a given route trip will have a single capacity vehicle. The few 

contract cost segments that have multiple sized vehicles will have several route 

trips, each with its own vehicle capacity. 

. 
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Response of United States Postal Service Witness Braclley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

b. No, different capacity trucks are not regularly used on different slegments (or links) 

on the same route trip. 

C. In general, contracts can specify different sized vehicles in response to increases 

in volume. The ability to used different sized vehicles in response to volumes would 

lead to a lower, not higher, volume variability. In this regard, contract cost segments 

with multiple sized vehicles are no different from contract cost segments with single 

sized vehicles. 

0 
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Response of United States Postal Service Witness Bradley 
t0 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSANSPS-T-13-3 

Please confirm that, in HCSS, the data for route length is actual highway miles, rather than 
great circle distance miles, and that you use highway miles in your analysis. 

FGFSANSPS-T-13-3 Response: 

Confirmed. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSANSPS-T-134. At page 49 of your testimony you recommend that the commission 
(sic) use the variebilities (sic) calculated on the data set with the unusual observations 
removed. 

a. Are these variabilities shown in Table 15? 

b. If the Commission were to adopt your recommendation, would you also recommend 
that the TRACS system develop separate samples for Intra\SCF Vans and Trailers, 
and for Inter-SCF vans and Trailers, thereby reflecting the separate variabilities 
shown in your Table 15? 

FGFSANSPS-T-134 Response: 

a. Yes. 

b. 
. 

The development of additional detail in a sampling system is ,justified only if the 

benefitof any additional accuracy overcomes the additional sampling cost. I am not 

sufficiently familiar with the costs of sampling in the TRACS system to make any 

such recommendation. I would note however, that such disaggregation would only 

be relevant if the Postal Service has separate accrued costs at a level more detailed 

than the cost account. Because these further breakdowns in accrued costs do not 

exist, the Postal Service currently applies a weighted variability at the cost account 
. . 

grouping level. As presented in Exhibit USPS-13B to my testimony. the separate 

Inter-SCF Van and Trailer variabilities are combined, for example, to calculate the 

overall variability for the Inter-SCF cost pool. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSAIUSPS-T-13-5 Please provide the total number of contracts in force which are 
included in your analysis, with a breakdown between Inter SCF, lntra BMC and Inter BMC. 
Confirm that these contract [sic] were in force in August, 1995, or, if yo:u do not confirm. 
explain the period of time which the contracts were in force. 

FGFSANSPS-T-13-5 Response: 

The total number of contracts included in my analysis is 14,781. The breakdown of these 

contracts by account type is given below: 

INTRA-SCF 11,963 
INTER-SCF 1,644 
INTRA-BMC 346 
INTER-BMC 179 
PLANT LOAD 447 

Please note that the number of contracts in my analysis is smaller than the number of 

observations in my HCSS data extract for two reasons. First, some contracts in the HCSS 

extract are for things like domestic inland water transportation that are not included in my 

analysis. Second, some contracts have multiple cost segments causing the number of 

observations to exceed the number of contracts. 

It is my understanding that these contracts were in force in August 19915. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSAIUSPS-T-13-6. Provide a copy of the BASIS (sic) SURFACE TRANSPORTATION 
SERVICES CONTRACT GENERAL PROVISIONS in use during August, 1995. See the 
form provided in Docket No. R80-I, TR 17,670. 

FGFSNUSPS-T-13-6 Response: 

The Basic Surface Transportation Service Contract - General Provisions (PS Form 7407) 

with amendments, has been provided in my response to [Docket No. MC!)7-21 OCAIUSPS- 

T4-9. Please see that interrogatory response for the document. 

_. 
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Response of United States Postal Service Witness Braclley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSALJSPS-T-13-7 When each contract is being negotiated or renegotiated: 

a. 

b. 

C. 

d. 

e. 

How is the capacity being purchased related to the needed capacity for each 
Contract Route? 

What projections of volume is used to ascertain the capacity to ‘be purchased? 

Is there any analysis made of actual capacity utilized by the day and week? 

Is the capacity purchased for each Contract Route based on estimates of average 
volumes to be carried each day of a normal week? 

What period(s) are used for the preparation of estimates of average capacity 
utilization on each Contract Route? 

FGFSANSPS-T-13-7 Response: 

a.-e. When a contract is about to be bid, transportation requirements /personnel contact 

the relevant administrative officials to a make a determination pf the need for a 

change in capacity. In the case of rebidding an existing contract, the historical 

experience with the contract is used and based upon that experience a 

determination is made whether the requirements need to be adjusted. In the case 

of new service, there is a “forecast” required, but this forecast is developed 

informally and on a case-by-case basis. In other words, the formation of the 

“forecasf differs by the situation in each case and there is a not a standard formula 

for determination of transportation capacity. In addition, there are a variety of 

possible responses to changing or specifying capacity. Additional capacity can be 

-’ 

~. .~.,._. _, - --. 
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added not only by a larger truck but also by adding trucks, reconfiguring routes, 

or increasing the frequency with which trips are made. 

Also, it is important to recognize that the transportation network is not rigid and can 

be adjusted easily as volume changes. As the Commission stated:’ 

The record supports witness Mandrot’s conclusion that very 
little time elapses between the Postal Service’s recognititm of 
a volume change and taking appropriate action. 

3 !&g PRC Op., R84-I, at p. 233. 

c: 
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FGFSAIUSPS-T-13-8 Describe the investigation made to determine the capacity being 
purchased, as related to actual or anticipated volume of mail for the Contract Route over 
a period of time. 

FGFSAIUSPS-T-13-8 Response: 

The total capacity required on a contract is specified on a local basis to ensure that service 

standard commitments can be made. Transportation specialists will confer with mail 

processing experts to determine the capacity of transportation required. The Postal 

Service does not contract on the basis of amount of mail hauled. Rather, the Postal 

Service contracts for an entire truck and makes payment on that basis. 
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FGFSNUSPS-T-13-9 How does the capacity purchased for each Contract Route 
respond to changes in the volume of mail actually transported over the Contract Route? 

FGFSALJSPS-T-13-9 Response: 

As the volume on a contract route rises on a sustained basis, the capacity on that route 

rises. Depending on the type of transportation, the additional capacity can be added 

through a variety of changes. It can be added, for example, by specifying a bigger truck, 

adding additional route trips, increasing the frequency of existing route trips, or adding 

additional trucks. 
. 

_ 
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FGFSAIUSPS-T-13-10 How is the underutilization of purchased capacity taken into 
account at the time of negotiation for replacement contracts? 

FGFSMJSPS-T-13-10 Response: 

The Postal Service attempts to acquire sufficient transportation capacity ‘to ensure it meets 

its service requirements. At the same time, it attempts to minimize the cost of acquiring 

that transportation, given its requirements. If a smaller amount of capacity would permit 

a material cost saving and would still allow the Postal Service to meet its requirements, 

then a smaller amount of capacity would be specified in a contract. 
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FGFSANSPS-T-13-12 In the contracting process, what volume projections are used 
to ascertain how much capacity should be purchased for each Contract Route? 

FGFSAIUSPS-T-13-12 Response: 

Please see my responses to FGFSANSPS-T-13-7 and FGFSANSPS-T-13-8 for a 

description of the capacity specification process. 

. 
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FGFSANSPS-T-13-13 Describe the investigation made to determine the behavior of 
capacity purchased as related to actual and projected volume of mail over a period of time. 

FGFSANSPS-T-13-13 Response: 

Please see my responses to FGFSMJSPS-T-13-7 and FGFSAIUSPS-T-13-8 for a 

description of the capacity specification process. 
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FGFSNUSPS-T-13-14. What effect do changes in volume have on unused capacity of 
purchased transportation? 

FGFSAIUSPS-T-13-14 Response: 

A temporary or one-time increase in volume, if it comes at the right time, could cause a 

temporary or one-time decrease in unused capacity. A sustained increase in.volume would 

be likely to cause a sustained increase in unused capacity. For a discussion of the effect 

of volume on unused capacity please see PRC, Op., R80-I, at paragraph 0412 and PRC 

Op.. R84-1, at paragraph 3269. 
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FGFSANSPS-T-13-15 Describe how the capacity being purchased is a function of 
estimates of mail volumes. 

FGFSANSPS-T-13-15 Response: 

Please see my responses to FGFSANSPS-T-13-7 and FGFSANSPS-T-13-8 for a 

description of the capacity specification process. As a general matter, the more mail that 

must be transported, the larger the capacity that is required. 



3575 

Page 1 of 1 

Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gifl Fruit Shippers Associatioln 

FGFSA/USPS-T-13-16. Your testimony is that the “general nature of the highway 
transportation network is basicly (sic) the same as in 1986” (p.7, 1.22) You also state that 
“approximately the same number of contracts is in force” and that operational changes 
“have not had a major impact on the purchased transportation network”. Please describe 
the “changes in network capacity” as those words are used in your footnote 6 on page 8 
of your testimony. 

FGFSA/USPS-T-13-16 Response: 

My footnote 6 states: 

This is not to say that the same amount of mail ‘was 
transported over the purchased highway transportation 
network in 1996 as in 1986. All else being equal, as Imail 
volume grows, so does the capacity of the highway network. 
The Commission’s Docket No. R87-1 analysis was designed 
to capture the cost response to changes in network capacity. 
Thus, it is an appropriate framework for investigating the 
effects of capacity growth. 

In this footnote, the term “changes in network capacity ” refers to changes in cubic foot- 

miles. 

. 
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FGFSALJSPS-T-13-18. Was your analysis designed “to measure the impact of volumes 
on cost”? If so, 

(a) What mail volumes did you take into account? 

(b) How are mail volumes faken into account in your analysis? 

FGFSA/USPS-T-13-18 Response: 

As stated on page 2 of my testimony: 

The purpose of my testimony is to update and refine the . 
analysis of purchased highway transportation done by the 
Postal Rate Commission (“the Commission”). The . . 
Commission performed,its analysis in Docket No. R87-1 and 
both the Commission and the Postal Service currently use it in 
calculating volume-variable purchased highway costs. 

My testimony is patl of the analysis that measures. the volume variable purchased 

transportation cost of classes and subclasses of mail and special services. In this way it 

contributes to the measurement of the impact of cost. The analysis used by the 

Commission and the Postal Service to measure the volume variable purchased 

transportation cost is an application of the “volume variability/distribution key” method. I 

described this method, and its application to purchased highway transportation costs in my 

~. .._ . . .._. ~._.. ii 
~. ,.,. ,.. . . . . 
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Docket No. R94-1 testimony:’ 

In the CRA approach to determining attributable cost-per- 
piece, intermediate variables, known as cosf divers are often 
used to measure the relationship between volume and cost.’ 
In these circumstances, increases in volume cause increafses 
in the Postal Service’s need for the cost driver. For example, 
in purchased highway transportation, increases in volume 
induce increases in cubic foot-miles of transportation. As the 
amount of the driver is increased, cost rises and attributable 
cost per piece is found by measuring both the costldriver 
relationship and the driver/volume relationship. In purchafsed 
highway transportation, the former is estimated throlJgh 
econometric equations and the latter is found through TRACS 
sampling.[Footnote in original.] . . 

My analysis in this case is concerned with measuring the costldriver relationship through 

estimating the response in cost to changes in the cost driver, cubic foot-miles of 

transportation. 

a. 8 b.My part of the analysis does not explicitly deal with mail volumes. That is done in 

the distribution step using TRACS infomtation. 

1 & “Testimony of Michael D. Bradley on Behalf of United States Postal 
Service,” USPS-T-5 Docket No. R94-1, at page 20. 

P m Michael D. Bradley, Jeffrey L. Colvin and Marc A. Smith, “Measuring 
Product Costs for Ratemaking,” in &aulation and the Natu e of Postal and Delivery 
Services, Michael A. Crew and Paul Kleindorfer, eds., Kluwer, Loston: 1993, pp 133-l 5’. 
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FGFSANSPS-T-13-19 .Do the cubic foot miles which you use in your analysis 
represent the calculated capacity of all purchased transportation contracts? How are the 
cubic foot miles determined by you related to mail actually transported under the contracts? 

FGFSANSPS-T-13-19: 

The cubic foot-miles in my analysis represent the calculated capacity of the purchased 

highway transportation network. The cubic foot-miles in my analysis are directly related 

to mail volume. A sustained increase in mail volume will cause c’ubic foot-miles to 

increase, and a sustained decrease in mail volume will cause cubic foot-miles to decrease. 

The relationship between cubic foot-miles and volume has been eloquently described by 

the Commission:’ 

The Postal Service does not have information on the values of 
mail carried in the individual contracts. Therefore, a proxy for 
volume is needed. The Postal Service uses cubic foot-miles 
because information can be obtained and is closely tied to 
volume of mail. The parties addressing this question a’gree 
that cubic foot-miles is a reasonable proxy. a m Tr. 34/l 7. 
767; Tr. 24/l 1,691. We conclude that cubic foot-miles is an 
appropriate proxy for analysis. 

1 a PRC Op., R?4-‘l, at 240. 
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.~ 

FGFSA/USPS-T-13-21 On page 21 of your testimony you state that the HCSS data are 
suitable “for estimating the variability of purchased transportation costs”. Please explain 
to what the “variability” relates. If “variability” relates to mail volume, provide the mail 
volumes which you took into account. 

FGFSA/USPS-T-13-21 Response: 

In that section of my testimony I am comparing the HCSS data extract with the data set 

used by the Commission in Docket No. R87-1: 

The data used by the Commission in Docket No. R87-1 were 
carefully scrutinized and judged to be valid. As the 
Commission stated:’ 

All parties agree that the data presented by the 
Postal Service in this case are suitable for 
estimating the variability of purchased 
transportation costs. 

The HCSS data set is similar in form and more extensive than 
the data set used in Docket No. R87-1. The HCSS data set 
essentially represents the population from which the Docket 
No. R87-1 data were drawn. If estimation of the Commissison’s 
model on the HCSS data set provides generally similar results, 
then it stands to reason that the HCSS data set is also suitable 
for estimating the variability of purchased transportation costs. 
[Footnote. in original]. 

The variability that I am referring to and that the Commission was referring to in its 

1 % PRC Op., R87-1, App. J, CS XIV, at 4. 
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Recommended Decision is the variability of cost with respect to cubic foot-miles. As 

explained in detail in my answers to FGFSAIUSPS-T-13-18 and FGFSANSPS-T-13-19, 

the use of cubic foot-miles as the cost driver for purchased highway transportation is well 

established. 
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FGFSA’USPS-T-13-22 Explain “exceptional” and “emergency” contracts and the 
differences between these terms. 

FGFSAIUSPS-T-13-22 Response: 

These terms are explained on pages 21 and 22 of my testimony: 

Emergency contracts are temporary in the sense that they can 
last from one day up to sixty days. However, the Postal 
Service can extend them up to 1 year. Emergency contracts 
are just like regular contracts in all other respects. In fact, an 
emergency contract is sometimes used as a quick replacement 
for a regular contract and takes on all of the specifications of ’ 

. a regular contract.’ [Footnote in original.] 

The term “emergency” in “emergency” contracts refers more to the nature of the 

contracting process than the nature of the transportation. The term ‘exoeptional” contract 

is used to describe contracts let to cover transportation emergencies. 

1 The term “exceptional” is used for contracts that cover ‘what is typically 
thought of as emergency service (a truck breaks down, a truck drfver is ill, etc.). The costs 
for these contracts are in another account and are not included in thins analysis. The 
variability for these costs is assumed to be one hundred percent. This treatment is 
identical to how both the Postal Service and the Commission treated these contracts in 
Docket No. R87-1. 

* 
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FGFSNUSPS-T-13-23 Explain why the variability of the cost of exceptional contracts 
is “assumed to be one hundred percent”. (p.22, fn.12) When these contracts replace a 
break down of equipment or driver illness, is the cost of the basic contra’ct reduced? Is the 
cost of exceptional contracts “attributable”? If so. to what mail is the cost attributed? 

FGFSNUSPS-T-13-23 Response: 

The assumption of 100 percent variability is made because the cost for exceptional 

contracts is small and they are thus handled on a “terms of incurrence” approach. 

Yes, If a contractor fails ;o perform seTvice, the Postal Service reduces t.he payment to the 

contractor. 

If the volume variability of exceptional service is 100 percent, then these costs, in their 

entirety, are distributed to products. The cost for any exceptional service is distributed to 

the classes of mail in the underlying account grouping. For example, the cost for intra-SCF 

exceptional service is distributed to the classes of mail that generate intra-SCF regular 

service. 
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FGFSAIUSPS-T-13-24 In your Table 2 (page 17). 13.67% of Inter SCF observations 
were for emergency, 3.7% of lntra BMC observations were for emergency and 7.6% of 
Inter BMC observations were for emergency. Explain the reason for this wide difference 
in the emergency contracts. 

FGFSAIUSPS-T-13-24 Response: 

1 get lower percentages. I believe that you calculated emergency observations as a 

percentage of regular observations rather than as a percentage of totall observations. 

Regular Emergency Total % Emergency 

INTRA-SCF 645 5.2% . 12.323 . 11,670 
INTER-SCF- 1.725 227 1,952 11.6% 
INTRA-BMC 351 13 364 3.6% 
INTER-BMC 171 13 164 7.1% 

While beauty is always in the eye of the beholder, I don’t see these differences as “wide.” 

I would expect there to be differences across accounts as there is a differential need for 

replacing existing contracts or specifying new contracts. Some parts of the transportation 

net\Nork. like inter-SCF may be the areas in which new service is most often needed. 

Other factors such as the stability of existing contractors will vary over different parts of the 

network. 

.: 
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FGFSANSPS-T13-25. Where there is an imbalance between thle out-bound mail 
volume and the in-bound mail volume, a portion of the capacity on the in-bound, or 
backhaul, movement will be empty. Do you believe that an empty bac:khaul is merely a 
part of the cost of the out-bound haul? 

(a) Do you believe that, if the out-bound haul varies with volume, that the backhaul 
similarly varies with volume and is attributable to the same volume changes that 
caused the changes in the costs of the out-bound haul? Please explain your 
answer. 

(b) Has there been a change in the volume of mail for the in-bound haul (that is, for 
lntra BMC transportation, the haul to the BMC) due to the changes in the pattern of 
mail entry points to take advantage of destination entry discounts? If so, quantify 
the change. 

FGFSA/USPSrT13-25 Response: 

The question seems to presume that the Postal Service is required to contract for point-to- 

point round-trip transportation. That is not so. The Postal Service is free to contract for 

one-way transportation and can specify route/trips that are circular in nature. In fact, the 

concept of inbound and outbound transportation is only loosely defined in the postal 

transportation network. 

Consider an intra-SCF contract that both starts and ends at the SCF. Suppose that it visits 

eight associate offices along its route. At what point does the route/trip become inbound? 

The truck may well both drop off and pick up mail at the first facility as well as at the last 

facility. Alternatively, suppose that the sixth associate office is the large:st recipient of mail. 
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In the question, the ‘backhaul” would presumably begin after the truck <visited this facility 

and started to ‘return” to the SCF. Yet, the first associate office could be the largest 

recipient of mail. Does this mean that the ‘backhaul” starts after the first associate office? 

Finally, the phenomenon known as “tailgating” in which the back part of the truck is used 

to transport mail among the intermediate facilities on a given route trip further clouds the 

definition of inbound and outbound volume. For the postal transportation network, I view 

the cost of a contract being jointly determined by the cost of serving all of the legs on all 

of the route/trips on the contract. 

a. The cubic foot-mile capacity set on a contract reflects the joint requirements. 

of moving mail over the postal network and that the total contract cost should 

not be allocated to any individual leg on the contract. In other words, the 

cost of transportation on a contract varies with changes in the fofa1 cubic 

foot-miles specified in the contract and is not directly allocable to any specific 

leg. Moreover, contract specifications are set by the Postal Service in its 

attempt to minimize highway transportation costs subject to reliably meeting 

service standards. 

b. This part of the interrogatory has been redirected. 

‘: 
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FGFSNUSPS-T13-26. Do you agree that over time the Postal Service can change 
the size (capacity) of trucks to accord.with the underlying secular chang’es in the 
volume of mail on particular routes? 

FGFSANSPS-Tl3-26 Response: 

If the term “secular changes in the volume of mail” refers to sustained changes in volume, 

then I agree that, within limits imposed by physical restrictions like dock size, the Postal 

Service can vary the cubic capacity of trucks specified on a contract. I would note that an 

increase in the cubic capacity of the truck is just one way that the Postal Service can 

expand capacity. It can, for example, add trucks, increase the number of route/trips, 

increase the frequency with which trips are made or reconfigure the routes. 
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FGFSANSPS-Tl3-27. As a hypothetical, assume that on a particular Intra-BMC route 
the volume of mail outbound from the BMC greatly exceeds the volume Inbound to the 
BMC on a regular basis, including peak days. 

a. 

b. 

Do you agree that the volume of outbound mail determines the appropriate 
size (capacity) of the truck for that route? Explain fully any disagreement. 

If the volume of outbound mail exhibits secular growth, do you concur that 
the size of the truck could be expanded, up to the maximum size van, to 
accommodate that growth in volume. Explain fully any disagreement. 

C. Assume than on a particular Intra-BMC route the Postal Service has in fact 
increased the capacity of the truck to accommodate an expanded volume of 
mail outbound from the BMC. Do you agree that the Postal Service can not 
dispatch a large truck to carry the outbound volume, but have a much 
smaller vehicle return to the BMC with the much smaller volume of inbound 
mail? Explain fully any disagreement. 

d. In your opinion, is the substantial excess capacity on the inbound trip to the 
BMC caused more by the small volume on the inbound trip, or is the excess 
capacity more causally related to the large outbound volume? Please 
explain fully. 

FGFSANSPS-TI3-27 Response: 

a. The volume of outbound mail certainly helps to determine the capacity of the 

truck, but it is not the only determinant. Other factors like the size of docks, 

the need for tailgating, or the distance between facilities go into determining 

how a given amount of cubic foot-miles of transportation is configured. 

b. An increase in the size of the truck is one way that an increase in transported 

volume can cause an increase in cubic foot-miles. Other ways include 
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adding additional route trips, increasing the frequency of existing route trips, 

reconfiguring routes or adding additional trucks. 

C. No. The Postal Service can specify its transportation network in any way it 

wishes subject to physical and legal restrictions. If it were cheaper to 

contract for a one-way trip outbound with a large truck and a one-way trip 

inbound with a small truck, then the Postal Service is free to do so. 

d. Because capacity is jointly determined by a variety of fasctors, causality is 

jointly shared by those factors. The large volume of outbound mail might 

lead to a larger truck, but it might not. For example, an increase in outbound 

volume could lead to the reconfiguration of the route with more trips and 

smaller trucks. 

. . 

,. ..__~~.. 
:: 

,. ,. ~. _~...1 
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FGFSANSPS-T13-28. Do you agree that at any particular point in time, the amount of 
capacity in a particular route is fixed? If so, please explain. 

FGFSNUSPS-T13-28 Response: 

Capacity on a route cannot be fixed at a point in time, because capacity on a route is not 

a “stock variable” that can be measured at a point in time. In reality, capacity on a route 

is measured by cubic foot-miles and it is a “flow variable” that can only be measured 

relative to time.’ Cubic foot-miles is a measure of moving capacity and is calculated by 

multiplying cubic feet and the miles traveled over a period of time. This makes it a flow 

variable that can only be measured relative to a unit of time. For example, the contracts 

in my analysis specify the cubic foot-miles per year provided by each contract. 

l&g. for example, Roger A. Arnold, Macroeconomics, 3”d ed.. West Publishing Co., 
Minneapolis/St. Paul, 1996 at page 113: “A flow variable is a variable that can only be 
meaningfully measured over a period of time. . . . A stock variable is a variable that can 
be meaningfully measured at a moment in time.” 
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FGFSAIUSPS-TI3-29. In Docket No. RBO-1. the Postal Service stated that the amount 
of capacity purchased for a given route is matched to the expected average weekly peak- 
day volume on that route. 

a. Is it your understanding that capacity purchased on a highway route is still 
matched to the expected average weekly peak-day volume? Explain fully 
any negative answer. 

b. Consider an Intra-BMC roue (sic) that consists of a round-trip, the first 
portion being outbound from the BMC and the return portion being inbound 
to the BMC. For purposes of purchasing capacity, would the peak-day 
volume consist of (i) the heaviest daily volume in both directions combined, 
or (ii) the heaviest daily volume in one direction only? Ple:ase explain your 
answer. 

FGFSA/USPS-T13-29 Response: 

a. Please see my responses to FGFSAAJSPS-T-13-7 and FGFSAIUSPS-T-13-8 for 

a description of the current capacity specification process. As those answers 

indicate, it is my understanding that a variety of factors are used in determining the 

capacity specified on a particular contract. Moreover, even in Docket R80-I, the 

Postal Service testimony was that sizing for the peak was only one of a variety of 

factors that determined capacity:’ . 

Testimony has been offered that is critical of the practioe of 
purchasing enough capacity on a weekly basis to cover the 
average weekly peak volume on particular routes. Actuially, 
this statement of the practice is fairly simplistic, since any 
particular route may exhibit a wide variety of volumstric 
patterns on different days of the week. 

, u, Rebuttal Testimony of James Orlando on Behalf of the United States 
Postal Service, USPS-RT-6, Docket No. R80-1 at page 33. 
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b. I do not believe that there is an established definition of peak day volume in the 

Postal Service purchasedhighway contracting process. 

3 
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FGFSAIUSPS-Tl3-30. In Docket No. R80-1, the Postal Service isaid that excess 
capacity is caused by a complex set of factors, including irregularity of demand, 
inflexibilities in the supply of transportation and intermediate stops on routes. (USPS-T-6, 
pp. 17-l 8, cited at 10408 in the Op. & RD.) 

a. To your knowledge, does the Postal Service .continue to have unused 
capacity on its highway trucks much of the time? Please explain any 
negative answer. 

b. Suppose that on an Intra-BMC route the Postal Service needs to send a 
large capacity truck outbound from the BMC because of the outbound 
volume. That same truck must travel back to the BMC. even if the inbound 
volume is very light, and the truck has much unused capacity. Would the 
need to have the same truck return to the BMC be aln example of an 
inflexibility in the supply of transportation? In the event your answer is 
negative, please supply an example of an “inflexibility in the supbly of . 
transportation.” 

C. Please articulate and explain all economic principles of which you are aware 
that causally relate the volume of mail actually found on a largely empty 
return trip (or back haul) to the empty capacity on the truck, and the cost of 
returning that empty capacity to the BMC. 

FGFSA/USPS-Tl3-30 Response: 

a. This part of the interrogatory has been &directed. 

b. No. There is no reason that the truck must return to the BMC. The Postal Service 

could specify one-way transportation if is was the cheapest way to transport the 

mail. Moreover, as both UPS witness Lester Kloss testified in Docket No R84-1 and 

as Postal Service witness Lion and I testified in Docket No. R87-1, the postal 

-~ 3.. 7 -’ ,_ 
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highway transportation network is quite flexible.’ 

Similar to other companies and industries that 
purchase highway transportation, the Postal 
Service has significant flexibility in meeting its 
transportation needs. Throughout the 
contracting process - from negotiating initial 
contracts to contract renewals, contract 
adjustments and contract terminations - the 
Postal Service is able to continuously provide, 
and modify as necessary, its transportation 
system in order to effectively and economically 
obtain the highway transportation it requires. 

. An example of an inflexibility that can not be easily adjusted is the placement of mail 

processing and delivery facilities. 

C. The primary principles are minimization of cost subject to constraints and the nature 

of common production. Here, the application is the minimization of purchased 

transportation cost subject to the physical and service standard constraints of the 

network. In addition, what you describe as the transportation of inbound mail is 

often produced in common with the transportation of outbound mail. 

1 $&8 Direct Testimony of Lester K. Kloss on Behalf of United Parcel Service. 
Docket No. R84-1, Tr. 29/l 5, at 325. 

, 
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FGFSANSPS-Tl3-31. Please refer to equation (1) at p. 6 of your testimony, and your 
statement that “[t]he value of the 6, coefficient is the variability.” 

a. Would it be more correct to say that (I) the value of the coefficient estimates 
the variability of cost with respect to changes in cubic foot miles (CFM) of 
capacity, than (ii) the coefficient estimates the variability of cost with respect 
to changes in the volume of mail? Please explain your answer. 

b. Are you interpreting the coefficient 6, as a proxy for estimating the variability 
of cost with respect to changes in the volume of mail? Please explain your 
view of the linkage between variability of highway transpodation costs with 
respect to changes in the volume of mail and the variability of transportation 
costs with respect to changes in cubic foot miles of capacity. 

C. For intra-BMC highway transportation, do the data which. you use for cubic 
foot miles (CFM) in your equation (1) reflect (I) the round-trip mileage on an 
Intra-BMC route, or (ii) the one-way mileage, either inbound or outbound? 

FGFSANSPS-T13-31 Response: 

a. Both would be correct as one is part of the other. As I explain in my 

response to FGFSAIUSPS-T4-21, my analysis is part of the overall 

measurement of volume variable highway transportation cost. The Postal 

Service and Postal Rate Commission costing methodology makes use of a 

cost driver, cubic foot-miles. My analysis measures the relationship between 

cubic foot-miles and cost. The TRACS system measures the relationship 

between mail volume and cubic foot-miles of transportation. When the two 

of them are combined, the volume variable costs of purchased highway 

transportation are produced. 
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b. Please see my answer to FGFSANSPS-T-13-21 and a. above. 

C. For intra-BMC highway transportation, I use the total annual miles traveled 

as specified on the contract. To the extent this includes round trip 

movements, I would include those miles. To the extent it includes one-way 

movements, I would include those miles. 

. . 

)_ . . . 
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FGFSANSPS-Tl3-32. 

a. As a hypothetical, assume that (I) on the outbound leg of a particular Intra- 
BMC route the load factor outbound from the BMC averages X thousand 
cubic feet, (ii) the average load factor on the return or inbound leg is 0.8X 
thousand cubic feet, (iii) over both directions the volume averages 1.8X 
thousand cubic feet, and (iv) the load factor fluctuates by as much as 240 
percent of the average on both the outbound and inbound legs. In your 
opinion, would the capacity of the truck required for this rolJte be determined 
chiefly by the volume of mail on the outbound leg, the inbound leg, or the 
volume moving in both directions? Please explain thle reasoning that 
underlies your answer. 

b. For the hypothetical route described in preceding part a, assume further that, 
as the result of various changes, such as a secular growth in the volume of 
mail plus a significant increase in the volume of mail dnop shipped to the 
SMC (e.g., in response to the introduction of dropship discounts), the 
average volume of mail on the outbound leg from the BMC increases to 1.3X 
thousand cubic feet, while the volume in the inbound direction diminishes to 
0.5X thousand cubic feet (over both directions, the total volume still averages 
1.8X thousand cubic feet). Daily fluctuations in volume still range up to +40 
percent of the average daily volume. In your opinion, what is the likelihood 
that the Postal Service would need to increase the capalcity of the truck to 
accommodate the additional volume of mail on the outbound leg? 

C. Further assume that a shift such as that described in prec:eding part b were 
to occur systemwide. (I) Isn’t it likely that the data in your equation (1) would 
show a change in capacity, as well as a corresponding change in cost, even 
though there was no change in the total cubic foot miles of mail actually 
transported? (ii) Would you describe such a systemwide shift as a change 
in operating structure? If not, how would you describe it? 

d. Following a systemwide shifl such as that described in preceding part c. in 
your opinion, is the mail that happens to travel on the iinbound leg to the 
BMC causally responsible for the empty capacity usually found on the 
inbound leg? If affirmative, please provide a full explanation. 
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FGFSNUSPS-Tl3-32 Response: 

This hypothetical is well beyond the bounds of my testimony, which investigates the 

response in cost to changes in cubic foot-miles. I will do my best, neverlheless, to answer 

the questions. 

a. In this hypothetical question, the amount of outbound mail is greater than the 

amount of inbound mail. If the hypothetical is restricted to a one-trip route 

that simply goes between two facilities, and the contract for that route is 

restricted to only one truck, then it would seem logical that the larger volume 

would determine the truck size. However, even this simple (and extremely 

unrealistic) hypothetical must be further qualified with an assumption about 

alternative methods of moving the mail on large volume d,ays. For example, 

is the Postal Service free to add another trip with a smaller truck for the 

heavier days? If so, it may size the truck to fit the average volumes and pick 

up the peak days with a second trip. 

b. In this part, the imbalance between the inbound and outb’ound volumes has 

been increased. The question asks for the likelihood that the truck capacity 

would be increased. The answer depends upon several factors. Is the truck 

0 
I. 
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already at or near maximum size? Will the facilities be able to handle a 

larger truck? Could the additional outbound volume be handled with an 

additional set of trips? Could an additional but smaller truck be added to the 

contract to handle the additional outbound volumes? Given the uncertainty 

surrounding the answers to these questions, I cannot provide a value for the 

requested likelihood. 

c. (i.) The Postal Service’s purchased transportation network is rnore flexible than 

the hypothetical presupposes. Because of the many avenues of possible 

response to changes in vblume flows, it is not clear that total cubic foot-miles 

would rise under the hypothesized volume shifts. For exiample, the Postal 

Service may be able to reconfigure its entire network of trip:s to capture some 

of the additional output volume on a different route trips, so a smaller truck 

could be used for the round trip. . 

c. (ii.) Whether or not the hypothesized volume change represents a structural shift 

depends in large part upon its size. As I say in my testimony at page 9: 

When mailers dropship their mail at destination 
facilities, less Postal Service transportation is required. 
The growth in dropshipping thus holds the potentiial to 
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reduce the size of certain parts of the purchased 
highway transportation network. Because the drop:ship 
discounts do not apply to all classes of mail, the effects 
of dropshipping will not necessarily be spread evienly 
across all accounts. However, unless the effects of 
dropshipping are severe, they can be handled within the 
Commission’s framework. The effect of dropshipping is 
to limit growth in those parts of the network that are 
subject to diversions. That is, dropshipping will retard 
the growth in the amount of mail transported by the 
Postal Service network in those areas in which private 
sector transportation is used. 

d. As indicated in my response to part (c.), I do not necessarily wncur that your 

hypothetical represents a structural shift. In general, however, afler a 

structural shift, the Postal Service will reconfigure its network to reduce cost 

while maintaining service standards. After this reconfiguration, the capacity 

on the network will be jointly determined by the mail that must be transported 

across that network. The causal responsibility for any empty capacity is 

thus shared. 

. 
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FGFSAIUSPS-TI3-33. 

a. Please describe fully your familiarity with the TRACS programs described in 
LR-H-82 and LR-H-84 which are used to develop the distribution keys for 
attributable highway costs. In your answer, please state explicitly whether 
you are knowledgeable about the methodology, procedures and formulas 
used by TRACS (I) to expand sampled mail volume up to i.he container level, 
(ii) to expand sampled mail volume from the container level up to the whole 
truck or van, and (iii) to compute cubic foot miles of transportation service for 
each class and subclass of mail. 

b. Are you familiar with and knowledgeable about the way the TRACS sample 
is selected? For Intra-BMC routes, would you know how many TRACS 
samples are taken of trucks outbound from the BMC,, and how many 
samples are taken of trucks inbound to the BMC (including samples taken 
at the BMC itself)? 

C. Have you ever used any. of the data contained in the CDs in LR-H-82 or LR; 
H-83 for any kind of analysis, or any other purpose? If so, please describe 
the nature of such analysis. 

FGFSAIUSPS-T13-33 Response: 

a. I am familiar, in a general way, with the goals and methods of the TRACS 

system. In Docket No. MC91-3, I used TRACS data to examine the distance 

taper in the transportation of second-class mail. I am not familiar with any 

of the specific programs in LR-H-82 or LR-H-84 as I have never seen the 

library reference or the programs contained therein. 

b. No. 

c. No. 
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FGFSA-USPS-T-13-34 

Please provide a list of all your publications that deal with the subject of 
transportation and transportation economics, including all expert witness testimony . 

FGFSA-USPS-T-13-3: 

To ensure a complete response, I am providing a list of all of my academic publications. 

In particular I draw your attention to the articles in the Canadian Transnortation Research 

m and tile Journal of the Transoortation Research Forum. In addition to my academic 

wbrk, i submitted testimony on purchased transportation in Docket INo. R87-1 and in 

Docket No. MC 91-3. I also provided testimony before the International Trade Commission 

on a demand model for tires, but I am not aware if the work was publis,hed. 

“Some Evidence on Consistent Expectations,‘! Proceedinas of The American Statistical 

&sociation. Business and Fconomics Statistics Sectim, December 1983. 

“Federal Deficits and the Conduct of Monetary Policy,” Journal of Macroeconomics, Vol. 

6. No. 4, Fall 1984. Condensed and Reprinted in Jhe CFA Diaest, Vol. 16, No. 1, Winter 

1986. 

._ .._ 
,,, 
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‘International Debt Crisis, Rhetoric vs. Reality,” Journal of Social. Political and Economic 

Studies, Vol. 9, No. 4. Winter 1984, with J. R. Barth and N. D. Manage. 

“Efficiency of the Treasury Bill Futures Market: Some Alternative Test Results,” Federal 

Home Loan Bank Board Research Paoer #114, November 1984, with J. R. Barth and R. 

A. Stucky. 

“The State of the Federal Budget and the State of the Economy: Further Evidence,” 

Economic Inouirv, Vol. 23, No. 1, January 1986, with S. M. Potter. 

‘Federal Reserve Operating Procedure in the Eighties: A Dynamic Atxalysis,” Journal of 

Monev. Credit and Bankinq, Vol. 18. No. 3, August 1986, with D. W. Jansen. . 

“Government Spending or Deficit Financing: Which Causes Crowding Out?” J&f@-~f 

Economics and Business. Vol. 38, NO. 3. August 1986. 

“Some Microeconomic Analysis of Income-Sharing Firms,” Advances in the Economic 

bnatvsts of Particioatorv and Labor-Manaaed FUQE, Vol. 2. 1987. with S. C. Smith. 
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“Deposit Market Deregulation and Interest Rates,” Southern Economic Journal. Vol. 53, 

No. 3. October 1986, with D. W. Jansen. 

“Understanding International Debt Crises,” Journal of International Law:. Vol. 19, No. I. 

Winter 1987, with J. R. Barth and P. Panayotacos. 

“Stylized Facts About Housing and Construction Activity During the Post World War II 

Period,” in ~AoDMethodications~ J. Clapp and S. 

Messner eds., -Prager Press, Westpod, CT, 1988, with J. R. Barth, J. McKenzie and G. S: 

Sirmans. 

“On lllyrtan Macroeconomics,” Economic8, Vol. 55, No.2, March 1988, with S. C. Smith. 

“Employment, Prices and Money in the Share Economy: An Alternative View,” Advances 

j h c nomi An I i d Fir , ‘Vol. 3, 1988, with 

S. C. Smith. 

,, ;~- 



3604 

Page 4 of 8 

Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

“informational Implications of Money, Interest Rate and Price Rules,” Fv, 

Vol. 26, No. 3, July 1988, with D. W. Jansen. 

“Measuring Canada Post’s Costs: Lessons from the U.S. Experience,” Canadian 

Transoortation Research Forum, Vol. 26, May 1988, with A. R. Robinson. 

“On Interest Rates, Inflationary Expectations and Tax Rates,” Journsl of Bankina and 

Finance, Vol. 12, No. 2, June 1988, with J. R. Barth. 

“Determining the Marginal Cost of Purchased Transportation,” Journal of the 

Transoortation Research Forum, Vol. 30, No. I, November 1988, with A. R. Robinson. 

“Price Rules, Indexing, and Optimal Monetary policy,” Journal of Macroeconpmics. Vol. 

ID. No. 4, Fall 1988, with D. W. Jansen, 

Government Size, Productivity and Economic Growth: The Post-War Experience,” f?&& 

m, Vol. 61, 1989, with E.A. Peden. 

. . 
,-... ___ ~: ..-~ - ,. 
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‘The Optimality of Nominal Income Targeting when Wages are Indexed to Price.” Southeq 

Economic Journal, Vol. 56. No. 1, 1989 with D.W. Jansen. 

“Evidence on the Real Interest Rate: Effects of Money, Debt and Government Spending,” 

Quarter& Review of Economics and Business, Vol29. No.1 Spring 1989, with J.R. Barth. 

“New Classical Models, Policy Effectiveness, and the Money Rule/lnter,est Rate Debate,” 

Journal of Economics, Vol 13, Fall 1989, with D.W. Jansen. 

“Computing the Impact of Profit Sharing: Econometric Issues and Evideince from the U.S. 

Computer Sector,” Proceedinas of the AISFC, Vol. 6, No.1. 1989, with S.C. Smith. 

“Understanding Nominal GNP Targeting,” Review, Federal Reserve Bank of St. Louis, Vol. 

71, No. 6, Nov./Dee. 1989., with D.W. Jansen. 

-Analyzing Large Post Office Costs: An Application of Classical Optimization, Proceedin@ 

pf the Advanced Technoloav Conference, Vol. 4, Nov. 1990, with D.M. Baron 

. 

- 
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“Financial Repression and Real Output: Macroeconometric Evidence from Yugoslavia,” 

CEconomic Vol. 2, No. 2, 1991. with S.C. Smith. hina 

“The Role of Revenue Sharing in Optimal Stabilization Policy,” Qarterlv Journal of 

Business and Economics, Vol 24. No.2. Spring 1992, with D.W. Jansen 

“The Comparative Institutions of Profit Sharing: The U.S. Computer Industry,” Journal of 

Economic Issues, May 1992. with S.C. Smith 

“Differential Information and The Optimality of Feedback Policy in New Classical Models,” 

Journal of Macroeconomics, Vol 15, No. 2, Spring 1993, with D.J. Jansen. 

“Measuring Product Costs for Ratemaking: The.U.S. Postal Service,” in ,Reaulation and tb 

Fvolvina Nature of Postal and Deliverv Services, M. Crew and P. Kleindorfer, eds. Kluwer 

Academic Publisher, 1992, with J. Colvin and M. Smith. 

“Measuring Performance of a Multiproduct Firm: An Application to the Ul.S.Postal System, 

poerations Research, June 1993, with D.M. Baron. 
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“Imperfect Information and the Instrument-Choice Problem” Journal of Economics, Fall 

1993, with D.W. Jansen 

“Firm Size and the Effects of Profit Sharing,” The Journal of the Institute of Public 

Entemrise, Vol. 18, No.1. January 1995. with SC. Smith. 

“An Econometric Model of Postal Delivery,” in Comoetition in Postal and Delivery 

Services: National and International Persoective. M. Crew and P. Kleindorfer, eds. Kluwer 

Academic Publisher, 1995; with J. Colvin. 

“Stabilizing Inflation in the Open Economy,” Southern Economic Joun&, Vol. 61, No1 ., 

July 1995, with D.W. Jansen. 

‘STAR Modelling for Stocks and Currencies,” The Journal of International Fund 

Manaoement, July/Aug.. 1995, with Amy Henderson. Reprinted in &pkiQg Quantitative 

Discioline to Asset Allocation, B. Putnam, ed., Euromoney Publications, 1995. 

. -‘. 

,~ 
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“Unit Roots and Infrequent Large Shocks: New International Evidence o’n Output Growth,” 

Journal of Money-dit and Banking. Vol. 27, No. 3, August 1995, with D. W. Jansen. 

“Nonlinear Business Cycle Dynamics: Cross-Country Evidence on the Persistence of 

Aggregate Shocks,” Economic Inauiry, forthcoming, with D.W. Jansen 

‘Issues in Measuring Incremental Cost in a Multi-Function Enterprise,” _hdanaoina Chanae 

in the Postal and Delivers Industries. M. Crew and P. Kleindorfer, eds. Kluwer Academic 

Publisher, 1997 with J. Colvin and J.C. Panzar 
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FGFSANSPS-T-13-35 

Please list all courses in transportation and/or transportation economics that you have 

taught. 

FGFSANSPS-T-13-35 Response: 

I have not taught any of these specialized courses. In fact, they are not offered by my 

university. 
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FGFSAIUSPS-T-13-36 

For each Intra-BMC and Inter-BMC highway transportation routes, please provide 
the interior vehicle dimensions and cubic foot capacity for the 3 most commonly used 
vehicles. 

a. For each of the 3 vehicles, indicate the approximate proportion of total cubic foot 
capacity which those vehicles represent. 

b. For each of the 3 vehicles, please indicate the maximum weight capacity of the 
lading in the vehicle. If the maximum weight varies from state to state, indicate the 
lowest maximum weight capacity and identify the state with such limitation 

FGFSAAJSPS-T-13-36 Response: 

The following information is based upon my analysis data sets as presented in my [Docket 

No. MC97-21 Workpaper WP-7. In the following table, I present the three trailer sizes that 

are most commonly specified on contract cost segments in the Intra-BMC and Inter-BMC 

categories. For each trailer size, I present two numbers: 

1. The number of contract cost segments on which the trailer size was 

specified. 

2. The approximate percent of the relevant account category’s total cubic 

capacity made up by the most common trailer sizes. 
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2400 

2700 

3000 

Inter-BMC 

6 

53 

93 

2.6% 

34.9% 

50.4% 

The interior dimensions for the trailers are as follows: 
: 

Trailer Cube 
F 

yf@ 
2400 7 

2700 8 7' 48 

2918 8 7 52' 

3000 8 7 53 

a. The requested proportions are provided in the table above. 

b. This part of the interrogatory has been redirected. 
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FGFSAIUSPS-T-13-37 

If a trailer used in Inter-BMC transportation is fully bed-loaded with Bulk Rate 
Regular Standard B mail, will the over-the-road weight limit of the loaded vehicle restrict 
or limit the cubic feet of the mail that can be loaded on the trailefl In your response, 
please provide the cubic foot capacity of the trailer (give the height, width and length 
measurements) and the weight limit of the lading in the trailer which you take into account. 

FGFSAIUSPS-T-13-37 Response: 

This interrogatory has been redirected. 



3613 

Page 1 of 1 

Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSAJUSPS-T-13-38 

Confirm that the maximum allowable density of a trailer used ‘in postal highway 
transportation can be property calculated by dividing the cubic feet capacity of the trailer 
by the over-the-road weight limit of the lading of the trailer. If you do not confirm, please 
fully explain. 

FGFSANSPS-T-13-38 Response. 

This interrogatory has been redirected. 

. 
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FGFSAAJSPS-T-13-39. 

If the density of a sub-class of mail transported in highway transportation exceeds 
the maximum allowable density of the vehicle transporting the mail: 

a. Do you agree that the excess density of this sub-class of mail could limit or restrict 
the quantity of other mail that might be loaded in the trailet? Fully explain your 
response. 

b. Do you agree that it would be reasonable and appropriate to reflect the excess 
density of this sub-class of mail, along with actual cubic feet, in determining the 
allocation of the costs of the highway transportation? Fully explain your response. 

FGFSANSPS-T-13-39 Response: 

This interrogatory has been redirected. 
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FGFSANSPS-T13-40 Provide the contracted for capacity of the highway network, 
separately for Inter-SCF. Intra-BMC and Inter-BMC, in each of the years 1992 through 
1996. 

FGFSANSPS-T13-40: Response: 

As the term “contracted for capacity” does not have a definitive meaning I assume that you 

are referring to the total cubic foot-miles of contracted highway transportation purchased 

by the Postal Service. To the best of my knowledge, such data do not exist. To calculate 

it, one would have to examine, ex post. the contracts actually in force in a given year, 

calculate the cubic foot-miles purchased on each of those contracts ($rtng the yeac and 

sum the cubic foot-miles. The Postal Service does not do this calculation. However, 

because I collected a cross-sectional database to update the Commission’s variability for 

purchased highway transportation, I do provide data you can use to estimate the 

contracted for capacity in FY 1995. 
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FGFSNUSPS-T-13-42 The TRACS data for both FY95 (MC97-2) and FYW (R97-1) 
reflect a high empty average for all Intra-BMC and linter-BMC (sic) transportation service. 
This also was the situation in FY92 (R94-1) 
4 How has this excess (unused) capacity been reflected in the contract negotiations? 
b) Has the contracted capacity been reduced as a result of this unused capacity? 
d If so, to what extent? 

FGFSANSPS-T-1342 Response: 

a. Please see my responses to FGFSNUSPS-T13-7. FGFSANSPS-T13-8, 

FGFSNUSPS-T13-9 and FGFSANSPS-T13-10 which all discLlss how capacity on 

a contract is specified by the Postal Service. In particular, please see my response 

to FGFSANSPS-T13-10 which. explains how underutilization of capacity of 

purchased capacity is taken into account at the time of negotiation of replacement 

b.8 c. Because the specification of contracts is done at the local level, it is impossible to 

determine a quantitative relationship between unused capacity and contract 

specifications. Please recall that the my analysis, like the Commission’s earlier 

analysis, is designed to measure how cost vanes with contracled cubic foot-miles. 
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FGFSAIUSPS-T-1343 Refer to your response to FGFSA/USPS-T-13-7. 
a) Explain how the “historical experience with the contract” is irecorded and what 

information is reflected in the records. 
b) Is the actual capacity utilized on each route recorded? If so, where? 
4 In the “forecast” which is prepared, does this reflect the avenge or highest peak 

utilization? 

FGFSA/USPS-T-1343 Response: 

a. Because contract specifications are set on the local level, there is no system of 

recording historical experience. In fact, historical experience does not require 

written documents; it may be recorded only in the relevant experts’ memories. 

d. Not to my knowledge. All inquiries that I have made to the Postal Service resulted 

in my being told that capacity utilization is not recorded on a route basis, 

C. In my response to FGFSAIUSPS-T13-7, I placed the word forecast in quotation 

marks to indicate that I was referring to an informal or subjective forecast. As I said: 

In the case of a new service, there is a “forecast” 
required, but this forecast is developed informally 
and on a case-by-casd basis. In other words, 
the formation of the ‘forecast” differs by the 
situation in each case and there is not a 
standard formula for determination of 
transportation capacity. 

Thus, the “forecast” could involve a variety of factors which may or may not include 

the average or highest peak utilization. 

. 

-‘I’. 
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FGFSANSPS-T-1344 Refer to your response to FGFSANSPS-T-13-8. 

4 Are the “service standard commitments” for Inter-BMC and tntra-BMC contracts 
those applicable to Standard A and Standard B mail? If not, please identify the service 
standards which are applicable 

b) Confirm that the Postal Service does not contract for Untra-BMC(sic)‘and Intra-BMC 
transportation on the basis of the volume of mail. 

FGFSANSPS-T-13-44 Response: 

a. It was my intention to refer to service standards generaly. .as they apply to all 

classes and subclasses mail. 
. 

b. My answer depends upon the meaning of the words “contract for Untra-BMC (sic) 

and Intra-BMC transportation on the basis of mail volume.” If this statement is 

intended to mean that the Postal Service contracts for truck capacity and not for 

individual mail movements, I can confirm. If this statement means that the Postal 

Service does not take the volume of mail into accournt when specifying 

transportation capacity, I do not confirm. The Postal Service does take volume into 

account when specifying purchased highway transportation c~apacity. 
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FGFSANSPS-T-1345 Your response to FGFSANSPS-T-13-g refers to increases in 
volume on a route. Please address how the purchased capacity responds to decreased 
(sic) in volume. 

FGFSANSPS-T-1345 Response: 

The converse applies. 

, 
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FGFSA/USPS-T-1346 Explain how “The cubic foot-miles in my analysis are directly 
related to mail volume.” 

FGFSA/USPS-T-13-46 Response: 

Consider the definition of a direct relationship:’ 

When two variables -such as consumption and 
income - move in the same direction, they are 
set to be directly related. (Emphasis in original). 

Now, consider my response to FGFSAIUSPS-T13-19 (from which I believe this quotation 
was taken) where I state: 

The cubic foot-miles in my analysis are directly 
related to mail volunie. A sustained increase in 
mail volume will cause cubic foot-miles to 
increase, and a sustained decrease in mail 
volume will cause cubic foot-miles to decrease. 

‘&, Arnold, Roger, f&croecon&, 3ti Edition, W&t Publishing Co., St. Paul, 
Ml at page 30. 
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FGFSANSPS-T-1347: For Intra-8MC contracts, is the capacity contracted for based on 
the volume of the outbound (out from the BMC) mail? If the inbound volume is significantly 
lower than the outbound volume, does the contract provide for use of a smaller capacity 
on the inbound segment of the route? 

FGPSAIUSPS-T-1347 Response: 

Please see my responses to FGFSANSPS-Tl3-7, FGFSNUSPS-T13-8. FGFSAIUSPS- 

T13-g and FGFSANSPS-T13-10 which all discuss how capacity on a contract is specified 

by the Postal Service. 

,-._ .r . 

_ 



3622 

Page 1 of 2 

Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSAIUSPS-T-1348 Refer to your response to FGFSAAJSPS-T-1:3-26 
4 How many times have trucks been added to expand capacity? 

b) How many time have the number of route/trips been increased? 

cl How many time have the frequency of the trips been increased? 

4 How many time have the routes been reconfigured? 

e) What actions have been taken to reduce the cubic capacity of the contract 
requirements? Please provide specifics. 

FGFSAIUSPS-T-13-48 Response: 

a.-d. There are about 15,000 purchased highway transportation contracts. Each one 

holds the potential to be adjusted in the ways described above. It is thus impossible 

to develop the requested frequency distribution. Moreover, please recall that my 

analysis measures the response of cost to changes in the cubic foot-miles of 

purchased highway transportation. It is an update and refinement of the 

Commission’s approach in Docket No R67-1. One of the sbengths of the that 

approach is that accurate measurement of volume variability does not require the 

type of detailed information specified in the interrogatory. It is entirely consistent 

with using the least costly alternative to increase capacity. As the Commission 

stated:’ 

1 &e, PRC Op., R87-1, at page 316. 

.., , _. _ ,_ 
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Response of United States Postal Service Witness Bramdley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

The record shows that managers choose from a 
full range of alternatives in meeting the demands 
caused by volume changes. Many less costly 
alternatives, such as requiring an extra trip, or 
rearranging the routes serving a number of 
facilities, may be employed before an additional 
,truck is put under contract. 

e. The cubic capacity of a contract would be reduced by reducing the number of trucks 

specified on the contract, reducing the size of the trucks on the contract, or both. 

In addition, the total cubic capacity used on a contract cost lsegment would be 

reduced by the elimination of a trip 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSAIUSPS-T-13-49 Refer to your response to FGFSANSPS-T-13-27. 

4 

b) 

4 

4 

4 

9 

9) 

Explain how the distance between facilities influences the determination of the 
capacity of the vehicle for a route. 
Identify all factors which influence the selection of the appropriate capacity of the 
vehicle for a route which are equal to or greater than the volumle of outbound mail 
for the route. 
How many contracts provide for one-way trips with different size trucks, in the 
manner you refer to in paragraph c. of your response? 
How many Intra-BMC contracts specified that a portion of the route be serviced with 
a truck of one capacity and another portion of the route serviced with a truck of a 
different capacity? 
How many other highway route contracts provide for a portion of the route to be 
serviced by a truck of one capacity and another portion of the route serviced with 
a truck of a different capacity? 
Identify the number of times where the volume of the outbound mail has not 
determined the capacity of the truck for a specific route. 
Where there is a large imbalance in the outbound and inbound volumes, and the 
capacity of the truck is determined by the outbound volume, 
i) is the excess capacity on the inbound trip “caused” by the volume of the inbound 

mail? 
ii) does the Postal Service contract for a smaller truck capacity for the inbound trip? 

FGFSANSPS-T-1349 Response: 

a. If facilities are close together, multiple trips may be feasible. When multiple trips are 

possible a smaller truck (in tens of cubic capacity) could be used than when only 

one trip par day is possible. 

b. I know of no way of determining the relative size of the various factors that influence 

capacity. Thus, I cannot say which are equal to or greater than the volume of 

outbound mail. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

C. I have not collected any such information and do not need to for my analysis of the 

response of cost to variations in cubic foot-miles. 

d: I have not collected any such information and do not need to for my analysis of the 

response of cost to variations in cubic foot-miles. 

e. Please see my responses to FGFSANSPS-Tl3-7, FGFSANSPS-T13-8, 

FGFSA/IJSPS-T13-9 and FGFSANSPS-T13-10, FGFSAIIJSPS-Tl342 and 
. 

FGFSA/tJSPS-Tl443. which all discuss how capacity on a contract is specified by 

the Postial Service. 

f. Please see my responses to FGFSNUSPS-Tl3-7, FGFSANSPS-T13-8. 

FGFSAAJSPS-T13-9 and FGFSAAJSPS-T13-10, FGFSALJSPS-T13-42 and 

FGFSNUSPS-T14-43. which all discuss how capacity on a contract is specified by 

the Postal Service. 
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Response of United States Postal Service Witness Br,adley 
to 

Interrogatories of Flbrida Gift Fruit Shippers Associa,tion 

FGFSNUSPS-T-13-50 Do the outstanding contracts for purchased transportation as of 
any date establish the capacity for each route as of that date? If not, please explain fully. 

FGFSAIUSPS-T-13-50 Response: 

A contract’s annual capacity is specified by the cubic foot miles provided per year on that 

contract. To the extent the contract specifies the annual cubic foot-miles required for the 

contract, it spemcifies the annual capacity. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSAAJSPS-T-13-51 Identify the number of contracts for Intra-BMC and Inter-BMC that 
specify one-way transportation. 

FGFSANSPS-T-13-51 Response: 

The requested information is riot available. Moreover, it is not required for my updating of 

the Commission’s analysis of the relationship between cost and variations in cubic foot- 

miles of purch,ased highway transportation. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSANSPS-T-13-52 Please explain how “the transportation of inbound mail is often 
produced in common with the transportation of outbound mail.” (refer to your response c 
to FGFSANSPS-T-13-30) 

FGFSAJUSPS-T-13-52 Response: 

Common costs can be defined as occurring when the same inputs or production process 

is used to produce two or more outputs in potentially variable proportions. Consider a truck 

that leaves facility A, travels to four other facilities and then returns to facility A. Assume 

that the truck only has one driver and that different classes of mail can be loaded onto the 

truck in variable proportions. If some of that mail is loaded onto the truck at facility A and 

unloaded at the other facilities, whereas other mail is loaded at the other facilities and 

unloaded at facility A, then the cost of the driver ~would be a common to what,you have 

described as inbound mail and to what you have described as outbound mail. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 

FGFSA/USPS-,T-13-54 Assume that the cost of providing two or more services is 
described by economists as a joint cost; i.e., the services are produced in fixed proportions 
that cannot be varied. What is the most economically correct procedute (sic) to allocate 
the joint cost between the services? Please fully explain. 

FGFSAAJSPS-T-13-54 Response: 

The economically correct way to analyze product costs in a m&i-product firm is to 

calculate the marginal cost for each product. For example, see the testimony of Prof. 

Panzar in Docket No. R90-1 (Remand):’ 

As is well-known, when an enterprise produces more than one 
service under conditions of joint or common costs (Le., when 
there are economies of scope), there is no way to define the 
unit (average) cost of an individual service except through 
some arbitrary cost allocation procedure. The cost of a 
marginal unit of any service remains perfectly welld~efined, 
however, since it merely involves the thought experiment of 
calculating the total costs of the enterprise with and without 
said unit and taking the difference. 

- 

‘&g, Direct Testimony of John C. Panzar, USPS-REM-T-:2, Docket No. R90-1 
(Remand) at page 9. 
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Response of United States Postal Service Witness Br,adley 
to 

Interrogatories of Fiorida Gift Fruit Shippers Association 

FGFSANSPS-T-13-55 If joint costs either are not or cannot be allocated to the individual 
services in an economically rational was, what is the economically correct way of analyzing 
the cost of services produced jointly? 

FGFSANSPS-T-13-55 Response: 

The economkslly correct way of analyzing costs of individual servicf?s in a multi-product 

firm is to calculate the marginal cost for each product. 

. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Associ;ation 

FGFSAAJSPS-T-13-56 Do you agree that the cost of providing postal transportation 
capacity in a single vehicle from a BMC to one or more destination Ipostal facilities and a 
return from those facilities to the BMC is a joint cost? If not, please fully explain. 

FGFSA/USPS-T-13-56 Response: 

No.. These casts are common costs not joint costs. The transportation of different classes 

and subclasses of mail does not occur in fixed proportions. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 
(Redirected from Witness Nieto) 

FGFSAIUSPS-,T-2-42 

Do you agree that the cubic feet of available capacity for any given route on any particular 
day is provided in fixed and equal amounts on each mile of the route service (sic) by the 
vehicle on that day? Please fully explain any disagreement. 

FGFSAfUSPS-T-242 Response: 

The question is unclear. If it is asking if the transportation capacity that the Postal Service 

can obtain on a given route is fixed for a given day, I do not agree. The Postal Service has 

flexibility in its purchased transportation’network and can specify capacity variation by day. 

For example, certain route trips will not be run on weekends, so the capacity on a particular 

route (defined by a given origin/destination pair) will vary by day. Moreover, the amount 

of cubic capacity that transverses a given mile of highway may vary across days as more 

than one route trip can transverse the same mile of highway. 

If, on the other hand, the question is asking whether or not the size of a truck generally 

stays constant as it travels down the highway, I would agree. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of Florida Gift Fruit Shippers Association 
(Redirected from Witness Nieto) 

FGFSAIUSPS-T-243 

Do you agree that, for any given route on any particular day, the cost of providing cubic 
capacity for each mile of the route represents an example of what economists refer to as 
a “joint cost”? 

If you do’ not agree, please explain how the contractor can (and does) vary the 
amount of capacity on different segments of the route. 

FGFSAJUSPS-T-243 Response: 

No. The question is fundamentally flawed; it confuses inputs and outputs. Joint costs are 

defined by the production of two Q&@ in fixed proportiogs. The question asks about 

fixed proportions in w Moreover, in purchased highway transpoitaltion, the inputs are 

not used in fixed proportions. The relationship between inputs is revealed by examining 

how inputs vary as the level of production varies. not as time varies. The question thus 

confuses the response of inputs to changes in the level of production with determination 

of the rate of production through time. The fact that the time rate of production may be 

constant, at a given level of output, does not require that inputs be used in fixed 

proportions to produce different levels of output. As the total cubic foot-miles of 

transportation provide, to the Postal Service increases (or decreases), the proportions of 

labor, capital, fuel and so on can and will vary in their proportions. 
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Resp’onse of United States Postal Service Witness Bradley 
to 

Interrogatories of MH 

MHIUSPS-T13-1. Please explain fully your understanding of the reasons why the Postal 
Service, with its economies of scale, has been unable to negotiate purchased 
transportation contracts that are competitive with the purchased transportation contracts 
negotiated by mailers who dropship (bypassing some or all transportation provided by the 
Postal Service). Do the reasons include the Postal Service’s reliance on rigid, four-year 
highway transportation contracts that are not negotiated, and/or the Postal Service’s 
inadequate projections of volumes in the process of entering into transportation contracts? 

MHIUSPS-T13-1. R,esponse: 

My study of the volume variability of the Postal Services purchased transportation did not 

require me to have studied the contracts negotiated by mailers who dropship. I thus 

cannot comment on the substance of your allegation, let alone speculate {about reasons 

for it occurring. 

.,. -.. -.. _ / :. 
~.. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of MH 

MHIUSPS-T13-2 With reference to your testimony at page 9, line 18, lhrough p. 10, 
please confirm that dropshipping does not necessarily drive substantial transportation costs 
out of the Postal Service network (with the possible exceptions such as plant-load costs.) 

MHIUSPS-T13-2 Response: 

Confirmed. For example, in a situation of growing mail volume, dropshipping could simply 

keep costs from getting as high as they otherwise would have been. 

, 
,: 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of MH 

MHIUSPS-T13-3. Please explain whether or not you estimate the same vol;ume variability 
of Postal Service transportation costs for Periodicals Regular mail as for other mail classes. 
To the extent you do make such an estimate, please explain whether or not you believe 
that Periodicals mail is likely to be transported by the same vehicles, in the same 
proportion, as all other classes of m‘ail, and explain the basis for any such belief. 

MHIUSPS-T13-3 Response: 

My analysis is only part of the determination of the class-specific volume variable 

purchased highway Vansportation costs. My analysis is part of what has been called the 

“attribution step” in which the pool of volume variable costs is determined by multiplying a 

“volume variability” times a pool of accrued cost. I estimate the volume variabilities. My 

work. therefore, does not involve class of’mail and I am not required to form a set of beliefs 

about class-specific allocations of cost. Information relative to things like the types of 

vehicles that carry a particular class of mail is part of the “distribution step” contained in 

witness Nieto’s testimony (USPS-T-2). 

,.. ~. 
.~ . . .._. ‘a F . . . . . 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of MH 
(Redirected from Witness Nieto) 

MHIUSPS-TZ-5. With reference to your testimony on p.2. 

a. Please expliain fully the parameters that determine the amount to be paid under 
purchased highway contracts (e.g., per mile, per trip, per year, etc.) 

MHIUSPS-T2-5 Response: 

a. Purchased highway transportation contracts have a variety of payment methods, 

dependent upon ?he nature of the transportation required. Most contracts are paid 

. on a per annum basis but contracts may specify payment by a variety of methods, 

like per trip o,r per mile. The main parameter that drives the amount to be paid on 

a contract is the amount and nature of the transportation This includes specifying 

the trip routing and mileage, the trip frequency, the Postal facilities served, the 

arrival times, and the vehicle requirements required on the contrac:t. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of MPA 

MPANSPS-T13-1. Please refer to your direct testimony at page 18, lines 16-16, and 
contim that the annual cubic foot-miles variable for a route is calculated as the product of 
the average truck: capacity (in cubic feet) on the route and the annual miles on that route. 
If you do not contirm.‘please explain. 

a. Please confirm that the purpose of my testimony is to estimate the volume variability 
of purchased highway transportation costs. If you do not confirm. please explain, 

b. 

C. 

Please confirm that your CFM variable reflects the cubic capacity of the truck, rather 
than the actual volume of mail, on a route. If you do not confirm, please explain 

Your testimony at page 12, lines 14-24 and page 18, lines 10-16. seems to indicate 
that the HCSS data set does not contain mail volume variables. Is that a correct 
supposition? If not, please explain. 

d. 

e. 

Please confirm that in his study of volume-vanability of vehicle service driver costs, 
witness Wade’s analysis relies on the estimated actual volume Iof mail on a routes 
(see his Workpaper C at page 2, lines 16-17). If you do not confirm, please explain. 

If HCSS contained volumes, would it have been preferable to have used actual 
volumes rather than truck capacities in calculating cubic fo’ot-miles for your 
regression8 analysis. Please explain why or why not. 

f. Does you methodology, in effect, assume 100 percent capacity utilization of the 
trucks in thle purchased highway transportation network? If your alnswer is anything 
than an unqualified “yes,” please explaih fully. 

9. To the extent that the trucks in the purchased highway transportation network 
operate at less than 100 percent of their rate capacity, do your volume variability 
estimates overstate the true variabilities? Please explain fully. 

MPANSPS-T13-1 Response: 

Confirmed. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of MPA 

a. Confirmed. As I say on page 2 of my testimony: 

Thle purpose of my testimony is to update and refine the 
analysis of purchased highway transportation done by the 
Postal Rate Commission (“the Commission”). The 
Commission performed its analysis in Docket No. R87-1 and 
both the Commission and the Postal Service currently use it in 
calculating volume-variable purchased highway costs 

b. Confirmed. 

C. Yes. 

d. 
. 

This part of the interrogatory has been redirected. 

e. Yes quite possibly, depending upon the quality and quantity of the available data. 

If cubic foot-miles of mail transported per year on each contract were available, then 

no assumption about unused capacity would be required. In the ideal, one would 

like a direct measure of volume, by class of mail. Then, in theory, the volume 

variable costs could be estimated without the need for a distribution key study fike 

TRACS. 

f. No, I think not. Rather, the working assumption is the unused capacity is variable 

with volume to the extent used capacity is variable with volume. For example in 

. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of MPA 

Docket No. R84-1, the Commission stated:’ 

Having considered the issue again on this 
record, we find that capacity, which includes both 
utilized and unutilized portions, is directly related 
to volume if a reasonable time period is 
examined. In Docket No. R80-1, we found that 
unused capacity should not distort the 
relationship between volume and costs. 

No. If one accepts the Commission’s reasoning on unused capacity (as I do). then 

the variability measured with respect to capacity reflects the true volume variability. 

1 See. PRC OP. R84-l., at 244. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of MPA 

MPA/USPS-T13-2. Please refer to your direct testimony at pages 46-50, where you 
discuss your delcision to remove a number of “unusual” observations from you data set 
prior to performing your regression analysis, and the impact of this decision on your 
estimated variab’ilities. 

a. Please confirm that your analysis of “unusual” observations idlentifred anomalies 
along the following dimensions: (I) extremely low annual cost, (ii) extremely low 
annual CPM. (iii) extremely long or short route length, (iv) extremely low annual 
miles, (v) extremely high or low cost per CFM. and (vi) extremely high or low cost 
per mile. If you do not confirm, please explain. 

b. Please describe the method you used to identify these unusual observations along. 
each of these dimensions, including (but not limited to) the ran#ges of values you 
chose to include and exclude, the cutoff values you chose in defining zones of 
exclusion, and your justification for these cutoff values. 

C. At page 48. lines l-3 of your direct testimony you stat e that “there should always 
be a presumption for using valid observations, even if the values for the particular 
observation are not typical of the rest of the dafa”(emphasis aclded). At lines 34 
of the same page, you state that “if the data are from special cases . . . their use 
could, potentially, lead to misleading results.” Please explain how the values for 
particular observations could be atypical of the rest of the data without being 
“special case.” 

_ d. Could othler knowledgeable, well-intentioned researchers, faced with the same data 
set and ciharged with the same task (namely, HCSS and calculating purchased 
transportation variabilities, respectively) come up with a different set of “unusual 
observations” to delete. Might such a researcher decide to leave said variables in 
the analysis? 

MPAAJSPS-Tl3-2. Response 

a. Confirmed. 

b. For a complete discussion of the method used, please see my response to 

OCA/USPS-TC1 in Docket No. MC97-2 and my response to OCAIUSPS-T13-4. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of MPA 

C. As I said in my testimony at page 47, the existence of these unusual observations 

raises a difficult problem. The essential issue in determining ‘whether or not to 

eliminate the data from the regression is to ascertain if the data are generated by 

the same data generating process or not. If an observation is not typical of the 

majority of the data, but the researcher has good reason to believe that it was 

generated by the same underlying process as the main data, then it should be’ 

included, because it helps illuminate the true process. On the other hand, if the 

researcher believes that the data are generated by an alternative data generating 

process, then the observation should omitted because its inclusion would cloud 

estimation of the data generating process at issue. Because of the inherent 

subjectivity of this type of decision, I presented the econometric results both with the 

data included and the data excluded. 

d. Yes, although I think that there would be much commonality among the excluded 

data sets. Therefore, the effects on the estimated equations would likely be similar. 

In addition, a researcher may decide to keep the data in. That is one of the reasons 

that I presented the econometric results based upon the data inclluding the unusual 

observations. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of OCA 

OCANSPS-T-13-1. Please refer to pages 12-16 of your testimony. These pages 
describe the Highway Contract Support System (HCSS) and a data set created from 
that system, referred to as the HCSS data set. If you cannot respond, please refer 
these questions to a witness more knowledgeable of the HCSS. 
a. Please confirm that workpaper WP-1 describes how the HCSS data set was 

created from the HCSS. If you do not confirm, please explain. 
b. . Please confirm that the HCSS itself is not documented in your workpaper 

WP-1. If you do not confirm, please explain. 
C. Please confirm that the variables in the HCSS data set are a subset of the 

variables available in the full Highway Contract Support System. If you do 
not confirm, please explain. 

OCANSPS-T13-1 Response: 

a. Confirmed. 

b. Confirmed. 

C. Confirmed. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of OCA 

OCAIUSPS-T13-3. Please describe all quality control checks and audits performed 
on Highway Contract Support System data. For example, are any procedures built 
into the data entry system to identify and correct unusual data entries? If you 
cannot respond, please refer these questions to a witness more knowledgeable of 
the HCSS. 
a. For each of the&checks or audits, please describe who performs them. 
b. Would you expect that an electronic database for managing contracts would 

accept unusual data values? Please explain. 
C. Suppose an annual contract cost of $1 were entered (or generated). Please 

describe the quality control checks and audits that are designed to flag such 
a potentially erroneous data value. 

OCANSPS-T13-3 Response: 
. 

a. I assume that you are referring to the entry of numerical data like I used in 

my analysis. All contract-specific data are verified on-site by a 

Transportation Contract Specialist. Furthermore, a printed version of the 

contract specifications is produced, and is reviewed and signed by the 

contractor. 

b. Yes. if the contracts contained a wide variety of the valid data values. In the 

case of the Postal Service purchased highway transportation network, there 

is a very wide range of unusual but valid data values. In fact, I understand 

that the Postal Service purchased highway transportation network contains 
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to 

Interrogatories of OCA 

so many potentially unusual situations that the need for entry of unusual 

values is virtually a system requirement. 

C. Please see my response to part a. Also please note that a value of $1 per 

year to pay for an annual contract is not necessarily erroneous. I have been 

told by Postal Service transportation experts that some such contract pay 

rat.es do exist and are valid. 

r 
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Response of United States Postal Service Witness Bradley 
to 

lnterrdgatories of OCA 

O&I/USPS-T13-4. Please refer to your response to [Docket No. MCg7-21 
OGVUSPS-T4-1. In this response you describe the process used to identify 
unusually large or small data values. In addition to that analysis,, what kinds of edits 
or reviews did you perform to check for logically inconsistent data? For example, 
a data value in one field of a record may not be unusually large or small, but it could 
be inconsistent (or highly improbable) with respect to other fields for that record, 

OCA/USPS-TI 3-4 Response: 

My econometric analysis has three variables: the dependent variable, annual cost 

and the two explanatory variables, cubic foot-miles and route length. An 

econometric analysis attempts to identify the relationship between the dependent 

variable a,nd the explanatory variables. Thus, one is concerned about, observations 

in the data set that could possibly distort the identification of the true relationship. 

This distortion can only come about because of an implausible relationship, in the 

subject observation, between the dependent variable and the ex,planatory variables. 

In the case of the purchased highway transportation analysis, this distortion would 

be manifested in extremely high or low variables of cost per cubic foot-mile or cost 

per mile. Therefore, to check for possible distortionary observations, one should 

review the values of cost per cubic foot-mile and cost per mile in the HCSS data 

extract. I performed such a review. 
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to 

Interrogatories of OCA 

OCAIUSPS-T13-5. Please confim-r that the first three digits of the HCRID variable 
of the HCSS data set refer to a 3-digit ZIP Code. If you do not confirm, please 
explain how the first 3 digits of the HCRID variable are formed. If you do confirm, 
please state whether the ZIP Code is determined by the route’s originating ofke or 
another location. 

OCALJSPS-T13-5 Response: 

A detaileld description of the rules for assigning highway contract route numbers is 

provided in my testimony at Exhibit-13A, which contains Transportation 

Management Instruction DM-150-83-2, entitled “Highway Contracts-Assignment of 

Contract Route Numbers.” . 

The first three digits of HCRID generally reflects the three-digit ZIP Code of the 

area in which the contract operates, but exceptions do occur. On occasion, a DNO 

may violate these instructions, if for example, they run out of relevant numbers. 
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to 

Interrogatories of OCA 

OCAJUSPS-T13-6. Please refer to pages 1-3 of your workpaper WP-1. These 
pages describe the variables in the raw HCSS data set. Please confirm that the 
variables COST, FUEL, HDWAGE, and CPICOST in your PCR-12 SAS programs 
correspond to ANNUAL COST, FUEL COST, HIRED DRIVER. WAGES, AND CPI 
COST ITEMS as described in WP-1. If you do not confirm, please provide 
definitions for each of the variables in your PCR-12 library reference data sets. 

OCA/USPS-T13-6 Response: 

Confirmed. 
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to 

Interrogatories of OCA 

OCAIUSPS-T13-7. The definition of FUEL COST at page 2 of your workpaper WP- 

1 states, “This amount is only part of the total annual cost and this variable is not 
used in the analysis.” 
a. Please confirm that the value of FUEL cannot exceed the value of COST in 

the HCSS data set. If you do not confirm, please explain. 

b. Did you notice that the fuel cost equaled the total annual cost in 577 of the 
HCSS data set observations? If so, did you make inquiries as to whether 
this was unusual? Please explain. 

C. Please provide an explaination (sic) of why the total cosi could equal the fuel 
cost for valid data. 

OCNUSPS-T13-7 Response: 

a. Confirmed. 

b. I was aware that for some contract cost segments, the value for fuel cost 

equaled the annual cost. Because this is not useful information and does not 

affect my analysis, I did not count the number of times that it occurted. 

C. The Postal Service pays the total cost specitied in the contract, but it is up 

to the contractor to decide how to allocate the total cost across the various 

types of costs that comprise the cost statement. This allocation has no 

bearing on the amount of payment. Thus, the allocation of costs to various 

fields like fuel cost or hired driver wages is arbitrary and cannot be used in 
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an analysis of purchased highway contract costs. Thils is why, as I stated, 

I did not use the variable in my analysis. 
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OCANSPS-T13-8. The definition of HIRED DRIVER WAGES at page 2 of your 
workpaper WP-1 states, “This amount is only part of the total annual cost and this 
variable is not used in the analysis.” 

a. 

b. 

C. 

d. 

Please confirm that the value of HDWAGE cannot exceed the value of COST 
in t.he HCSS data set. If you do not confirm, please explain. 

Did you notice that the hired driver wages equaled the tot,al annual cost in 80 
of the HCSS data set observations? If so, did you make inquiries as to 
whether this was unusual? Please explain. 

Please provide an explaination of why the total cost colJld equal the hired 
driver wages for valid data. 

If the hired driver cost equals the total annual cost, then the fuel cost is zero. 
Please explain how fuel is provided if there is no cost. 

OCANSPS-T13-8 Response: 

a. Confirmed. 

b. I was aware that for some contract cost segments, the value for hired driver 

wages equaled the annual cost. Because this is not useful information and 

does not affect my analysis, I did not count the numb’er of times that it 

occurred. 

C. The Postal Service pays the total cost specified in the contract, but it is up 

to the contractor to decide how to allocate the total cost across the various 

, 
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types of costs that comprise the cost statement. This allocation has no 

bearing on the amount of payment. Thus, the allocation of costs to various 

fields like fuel cost or hired driver wages is arbitrary and cannot be used in 

an analysis of purchased highway contract costs. This. is why, as I stated, 

I did not use the variable in my analysis, 

d. Your assumption is that the arbitrary allocation of all costs to the hired driver 

wages category causes the true cost of fuel to equal zero. That assumption 

is not correct. 
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OCNUSPS-T13-9. The definition of CPI COST ITEMS at page 2 of your workpaper 
WP-1 states, “This amount is only part of the total annual cost and this variable is 
not used in the analysis.” 
a. Please confirm that the value of CPICOST cannot exceed the value of COST 

in the HCSS data set. If you do not confirm, please explain. 

b. Did you notice that the CPI cost items equaled the total annual cost in 78 of 
the HCSS data set observations? If so, did you make inquiries as to whether 
this was unusual? Please explain. 

C. Please provide an explaination of why the total cost could equal the CPI cost 
items for valid data. 

d. If the CPI cost items equals the total annual cost, then the fuel cost and hired 
driver wages are zero. Please explain how fuel is provided if there is no 
cost. Under what circumstances would a contract have neither fuel costs nor 
driver wages? Please explain. 

OCNJSPS-T13-9 Response: 

a. Confirmed. 

b. I was aware that for some contract cost segments, the value for items 

covered by the CPI adjustment equaled annual cost. Because this is not 

useful information and does not affect my analysis, II did not count the 

number of times that it occurred. 

C. The Postal Service negotiates with each contractor as to what cost items will 

be covered by the CPI cost adjustment. In any particular case, it could be 
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all of the costs on the contract or it could be none of the costs on the 

contract. The amount of cost covered by the CPI adjustment vanes on a 

case-by-case basis. 

d. Your assumption is that if the costs covered by the CPi adjustment equals 

the total cost of the contract, then the actual fuel costs and the actual hired 

driver wages are zero. That assumption is not correct on two grounds, First, 

as stated in my response to OCA/USPS~Tl3-7 and OCAIUSPS-T13-8. the 

_ allocation of costs to these various categories is arbitranf. Second, the CPI 

cost item just lists those costs covered by the CPI adjustment. It is not an 

amount of cost and would include things like fuel and hired driver wages. 

Adding the costs covered by the CPI adjustment to other cost categories 

would amount to double counting in many cases. 
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OCMJSPS-T13-10. Please consider the relationship between Ithe variables COST, 
FUEL, HDWAGE, and CPICOST in the HCSS data set. 

a. 

b. 

C. 

d. 

e. 

f. 

9. 

Other than FUEL, HDWAGE. and CPICOST, are there other costs which 
must be added to produce the total annual cost, COST? If so, please 
explain. 

Please confirm that according to the definitions at page 2 of your workpaper 
WPl, the following relationship should hold for valid da,ta: 
COST>FUEL+HDWAGE+CPICOST. 

Suppose that an observation had values for these variables so that 
COST<FUEL+HDWAGE+CPICOST. Please confirm that these data values 
are not logically consistent with one another. If you do not confirm, please 
explain. 

If COST<FUEL+HDWAGE+CPICOST for an observation, would that 
observation be considered unusual? Please explain. 

Did you,notice that COSTcFUEL+HDWAGE+CPlCOST for 536 of the HCSS 
data set observations? If so, did you make inquiries as ,to whether this was 
unusual? Please explain. 

Please provide an explaination of why the total cost could be less than the 
sum of the fuel cost, the hired driver wages, and the CPI cost items for valid 
data. 

Please confirm that a data entry error for any one of thme variables (COST, 
FUEL, HDWAGE. or CPICOST) could result in an illogical relationship, such 
as COSTcFUEL+HDWAGE+CPICOST. 

OCAIUSPS-TI 3-l 0 Response: 

a. No costs are “added together” to produce total annual cost. The total annual 

cost is specified in the contract and the contractor can arbitrarily assign those 

? 
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costs to the cost categories. In addition, the CPI cost item is not a category 

of cost but an articulation of the amount of cost covered by the CPI 

adjustment. This amount could be as much as all of the costs on the 

contract. Obviously it is a mistake to add this listing of costs covered by the 

CPI adjustment to other categories of cost. 

b. Not confirmed. 

C. Not confirmed. As explained above, adding the CPI cost items to other 

categories of cost amounts to double counting and coukf easily generate a 

value which is greater than the total annual cost of the contract. That 

number is not meaningful, however. 

d. No. Please see my answer to part c. above. 

e. Because the summation of costs that you propose is me,aningless, I did not 

make the calculation. I thus did not look for the conditions posed in this 

questron. 
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f. Please see my answer to part c. above. 

9. Data entry errors could occur for any of the variables, but the condition you 

propose will occur with correctly entered data. It is thus not a useful way to 

look for data entry errors. 

, 
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OCNUSPS-T13-11. Please refer to Table 2 of your response to OCAAJSPS-T4-1. 
In this table, the contract with HCRID 99730 is designated as unusual because its 
route length is 501.0 mile. 

a. 

b. 

Are there SCFs that cover a large enough geographic area to allow route 
lengths of 501 miles? For example, could an SCF in Alaska contain a 501 
mile route lengh (sic) contract? 
Could this observation have been mistakenly entered as intra-SCF instead 
of, for example, inter-BMC? Please explain. 

OCANSPS-T13-11 Response: 

a. Because highway routes are not necessarily straight line routes, it would 

seem like there would be many SCF areas that could contain a 501 mile 

route. 

b. It is possible, but given that the contract specifies an 800 cubic foot truck, it 

seems unlikely. 

. . 
._ ,~.“.. 

.,.. .~ 

; I~’ 
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OCA/USPS-T13-12. Please refer to the HCSS data set contained in library 
reference PCR-12. 

a. In the creation of the HCSS data set, did you check for records identical or 
almost identical? If so, what were the results alnd how was this 
accomplished. If not, why not? 

b. Please confirm that there are 3 identical records in the HCSS data set with 
HC:RlD 77341. If you do not confirm, please explain. If you confirm, please 
explain how these duplicate records are handled in your analysis. Is it 
unusual to have duplicate records in this data set? Please explain. 

C. Please confirm that cost segments A and B of HCRID 12507 have identical 
records on the HCSS data set (except for cost segment values). If you do 
not confirm, please explain. If you do confirm, please explain how this 

I duplicate data is handled in your analysis. Is it unusual to find records that 
are identical except for one value in this data set? Please explain. 

d. Please refer to Table 1 of your testimony. This table suggests that data 
values for annual cost, truck size, number of trucks, and alnnual miles should 
be different for distinct cost segments in one HCRID. Please clarify whether 
different data values for distinct cost segments is the usual case. 

OCA/USPS-T13-12 Response: 

a. Yes, for example, as discussed on page 16 of my testimony, if there are 

multiple truck sizes on a contract cost segment, my HCSS extract data set 

will have virtually identical records. Identical records are eliminated in the 

computer programs. See, for example, the program 

TRANSEQ.INTERBMC.FIN.CNTL. At lines 76 to 79, identical observations 
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would be eliminated by the use of PROC MEANS. 

b. Confirmed. The duplicate records are eliminated through the application of 

PROC MEANS in the computer programs. I believe that it is unusual to have 

duplicate records in this data set because of the small number of 

observations eliminated at this stage of the program. 

C. Confirmed. Contract 53135 is a Plant Load Trip contract. If two identical 

irips were scheduled at two different times of the year, two identical 

contract/cost segments could be generated. I would note that this contract 

also has three contract/cost segments that are similar, but different. In my 

analysis, each of the 5 cost segments reflects a separate transaction 

between the contractor and the Postal Service. and each >would be included 

in my data set. Because of the relatively small frequency of multiple cost 

segment contracts, I would think that this type of phenomenon occurs with 

relatively low frequency. 
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d. In footnote 9 on page 15 (two lines before Table 1) I state: 

Route part I cost segments can also arise if there is more than 
one payment type on a contract. For example, there could be 
an annual pay route part/ cost segment and a per-trip pay 
route part I cost segment on a single contract. 

If t,he rate for the per-trip segment was essentially the sarne as for the annual 

pay segment, the two could generate very similar, if not identical, records. 

Table 1 was demonstrates the other occurrence of multiple cost segments 

in which the two cost segments were heterogenous. As I state starting at line 

160n page 15: 

The additional detail is useful because it permits breaking a 
relatively heterogenous contract into two relatively 
homogenous cost segments. The cost of each route part I cost 
segment (and thus type of transportation) is associated with 
just the cubic foot miles on that route part I cost segment. I can 
thus treat each cost segment as if it were a separate contract. 
This disaggregation provides information that is a degree finer 
than the contract level. The finer detail allows for the 
possibility that discrete types of transportation can be specified 
and paid for separately within a single contract. 

As the quotation indicates, the disaggregation is useful because it permits 

breaking up a heterogenous contract into its homogenous parts. It does not 

require that the contract be heterogeneous. 
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OCA/USPS-T13-13. Please refer to your testimony at pages 44-47 and to 
your response to [Docket No. MC97-21 OCA/USPS-T4-1, page 4. You note that you 
deleted from your database a contract with the “unusual” route length of 501 miles, 
which is approximately 10 times the average route length for Intra-SCF Van 
contracts. 

a. Did you consider deleting contracts that were shorter than average by a 
factor of 10 (Le., less than five miles)? If not, why not? If you did, were any 
contracts deleted as a result of such consideration? If so, please list the 
HCRID of each such contract. 

b. Did you consider deleting contracts that were shorter than average by a 
factor of 100 (Le., less than 0.5 miles)? If not, why not? If you did, were any 
contracts deleted as a result of such consideration? If so, please list the 
HCRID of each such contract. 

OCA/USPS-T13-13 Response: 

a. As I stated on page 2 of my answer, I did not impose a priori numerical 

boundaries in looking for unusual observations or outliers. III this case, I relied 

upon visual inspection of the data, therefore, I did not use the factor of ten that 

you suggest. In other circumstances, when visual inspection is not feasible, the 

use of numerical boundaries may be appropriate. 

b. As I stated on page 2 of my answer, I did not impose a priori numerical 

boundaries in looking for unusual observations or outliers. In this case, I relied 

upon visual inspection of the data, therefore, I did not use the factor of one 
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hundred that you suggest. In other circumstances, when visual inspection is not 

feasible, the use of numerical boundaries may be appropriate. 

. 

_’ 
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OCAIUSPS-T13-14. Please refer to pages 131-34 of your workpaper WP-7. These 
pages contain a listing of “unusual” contracts deleted from your analysis. 

a. The fourth column of data in this listing is labeled “CAT.” This column 
contains numerical values between one and seven, inclusive. Please state 
the purpose of “CAT” and indicate the meaning of each possible value 
appearing in this column. 

b. Observation 10 on page 131 has HCRID of 92640 and AVECUBE of 13500. 
Please confirm that the value 13500 is erroneous. (The largest vehicle cube 
shown on page 7 of WP-1 is 3000.) If you do not confirm, please explain. 

C. As part of your search for “unusual” contracts, did you sort on the field 
“AVECUBE” and examine very small and very large values of this variable? 
If not, why not? If you did, were any contracts deleted as a result of such 
consideration? If so, please list the HCRID of each such contract. 

d. Observation 11 on page 131 has HCRID of 12801, VEHGRP of I, and 
AVECUBE of 8100. Please confirm that the value 8100 is erroneous. (The 
largest vehicle cube shown on page 7 of WP-1 is 3000.) If you do not 
confirm, please explain. 

e. Observation 140 on page 133 has HCRID of 25013, VEHGRP of 10, and 
AVECUBE of 5164. Please confirm that the value 5164 is erroneous. (The 
largest vehicle cube shown on page 7 of WP-1 is 3000.) If you do not 
confirm, please explain. 

f. As part of your search for “unusual” contracts, did you sort on the fields 
“VEHGRP” and “AVECUBE” and examine values of AVECUBE that were 
inconsistent with VEHGRP? If not, why not? If you did, were any contracts 
deleted as a result of such consideration? If so, please list the HCRID of 
each such contract. 

cl- The smallest vehicle cube shown on page 6 of WP-1 is 40. Please confirm 
that any value for AVECUBE less than 40 is erroneous. If you do not 
confirm, please explain. 
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OCMJSPS-T13-14 Response: 

a. The variable CAT identifies the unusual observations. If the value is greater 

than zero, the observation is unusual and deleted. See line 30 that states: 

IF CAT GT 0 THEN DELETE. 

The term “GT” means “greater than” in SAS language. All of the 

observations in the data listed on pages 131 through 134 should have a 

value for CAT greater than zero (they do.) 

. 

b. Not confirmed. The values of vehicle cubic capacity listed on page 7 of 

workpaper one is illustrative only. I do think that th’e average cube is 

unusual and possibly erroneous. 

C. The purpose of my data inspection is to identify any observations that could 

distort the estimation of the true econometric relationship. To that end, I 

examined the variables included in the regression, annual cost, annual cubic 

foot-miles and route length the relationship among them (cost per cubic foot- 

mile and cost per mile). To the extent additional variables like the average 

capacity provided information on a variable, 1 examined them. In this 

particular case, two observations stand out. HCRID 92640 has an average 
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cube of 13,500 cubic feet and HCRID 12801 has an average cube of 8,100 

cubic feet. Both of these HCRlDs have very low cost per cubic foot-mile and 

were deemed unusual and omitted on that basis. 

d. Not confirmed. The values of vehicle cubic capacity listed on page 7 of 

Workpaper WP-1 are illustrative only. I do think that the average cube is 

unusual and possibly erroneous. This observation was omitted. 

e. Not confirmed. The values of vehicle cubic capacity listed on page 7 of 

workpaper one is illustrative only. I do think that the average cube is 

unusual and possibly erroneous. This observation was (omitted. 

f. No. The numerical values for the variable VEHGRP are illustrative only and 

are not used in my analysis. The creation of this variable was part of an 

early attempt to investigate the HCSS, before I found out that the truck cube 

for each HCRtD cost segment was available from HCSS. I included this 

variable in the documentation for the sake of completeness so that 

inquisitors could observe all of the variables requested, including those not 

used. The only role that the variable VEHGRP plays is to identify the Intra- 
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BMC “power only” contracts. (They do not have cubic c:apacity specified). 

Because the numerical values for variable VEHGRP have no meaning for my 

analysis, no sorting should be done on their values. 

Not confirmed. The value of 40 for vehicle capacity shown in Workpaper 

WP-1 is merely illustrative. I used the actual vehicle capacities from HCSS 

and did not rely on the illustrative numerical values for the variable VEHGRP. 
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OCANSPS-T13-15. Please refer to page 5 of your workpaper WP-1 Item 5 on this 
page appears to document the values for the route type variable on the HCSS data 
set. 

a. Please confirm that the route type codes of 1 through 6; correspond to the 
possible values of the variable RlYPE on the HCSS data set. If you do not 
confirm, please explain. 

b. Please explain the difference in meaning between codes 5 and 6. Code 5 
appears to be “Combination - Transportation/Box Delivery” and code 6 is 
described as “Combination - Box Deliverynransportatioin.” 

OCANSPS-T13-15 Response: 

a. 

b. 

Confirmed. 

Codes 5 and 6 are both codes for “combination” routes types. Combination 

route types, as the title indicates, combine transportation and box delivery on 

a given contract cost segment. Code 5 is for combination contract cost 

segments that initiate their service with transportation service and Code 6 is 

for combination contract cost segments that initiate their service with box 

delivery service. 
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OCA/USPS-Tl3-16. Please refer to item 10, pages 6-7 of your workpaper WP-1. 
This appears to document the relationship between vehicle type, vehicle group, and 
cubic feet for the vehicle. 
a. Please explain how this table is used in creating the HCSS data set. 

b. Please confirm that according to this table, vans in vehicle group 6 have 
cubic capacity of 1000 cubic feet. If you do not confirm, please explain the 
entry for vehicle group 6 in this table. 

C. Please explain why group 12 has “No Cube” as its entry in this table. 

OCAIUSPS-T13-16 Response: 

a. As explained in my answer to OCAAJSPS-T13-14, the numerical values for 

this variable played no role in my analysis. The table created before I was 

aware that the actual cubic capacities were available from HCSS. 

b. Not confirmed. The numbers in this table are merely illustrative. 

C. This grouping would include “power only” contracts that do not require the 

contractor to provide cubic capacity. Please see pag’e 22, line 5, for a 

discussion of these contracts. Footnote 13 on that page states: 

These contracts were identified with vehicle capacity 
that is in “Vehicle Group 12.” Being in this group 
signifies that the capacity of the vehicl,e used in the 
contract has zero cubic feet, suggesting the possibility 
that only a power unit was provided. 
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OCA/USPS-T13-17. Please refer to your response to [Docket No. MC97-21 
OCAIUSPS-T4-5(d). There you state, “The HCSS system generates the hard copy 
contracts, it is not a ‘data entry’ system in which hard copy data is entered.” 

a. Did the HCSS generate every value of every field in your datasets? If not, 
please identify the fields of your datasets that were gene:rated by the HCSS. 

b. Are some numerical data entered into the HCSS manual:ly? If so, did any of 
that manually entered data find its way into your datasets? If so, please 
identify the fields of your datasets that were originally entered into the HCSS 
manually. 

C. Did you generate some of the values in your datasets? If so, please identify 
the fields you generated and provide citations to the computer code that 
generates the values. 

d. -Please describe how the fields CSTSEG, YRMILE, BOX,, COST, VEHGRP, 
NUMTRK, TRCUBE. NUMTRP, and RL are entered into or generated by the 
HCSS. 

.OCA/USPS-Tl3-17 Response: 

a. No. The cubic capacity for intra-BMC power only contracts was derived from 

a survey of BMCs. Please see page 22 of my testimony and Docket No. 

MC97-2 Library Reference PCR-I3 for a discussion off the survey. The 
-. 

remaining input variables were generated by HCSS. For a listing, please see 

workpaper WP7 at page WP7-4, Section C.l., ” Definitions of Input 

Variables. 
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b. My data are taken as an w from HCSS. If dats for the relevant 

variables were entered manually j& HCSS, then those data would have 

“found their way” into my HCSS extract. 

C. I did not generate any of the & for the data that are read into my 

analysis. As even a cursory review of my workpapers reveals, however, I did 

create new variables. The mathematical definitions and verbal descriptions 

for the variables that I created are contained in my workpapers. For 

example, please see page Workpaper 7, at page WP7-5, Section C.2.. 

“Output Variables” where I state: 

Although there are not any output variables, this’ is a 
listing of any important intermediate variables created 
by the program. The mathematical definitions of all of 
these variable are given in the source code. 

CUBE - This is the sum of all ,truck 
capacities (in cubic feet) on the 
HCRlDlcost segment. 

BOXRT - This is an indicator variable that 
identifies box routes. 

AVECUBE - Total truck Capcity (in cubic feet) 
divided by the number of trucks. 

. 
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CFM - 

CSTCFM - 

Cubic foot-miles. This is the 
product of average cubic capacity 
and annual miles. 
Cost per cubic foot-mile. 

Al -A12 - Indicator variables, each 
identifying the area from which the 
HCRlDlcost segment comes. 

d. For a description of how these variables were generated for my analysis data 

set please see Workpaper 1 where the variables are defined in verbal terms 

and the computer code that generated them is presented. 
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OCAIUSPS-T13-18. Please refer to page 12, line 9 of your tesiimony. You state, 
‘HCSS is a tool that is useful in managing contracts.” 

a. Is t,he HCSS used in any way relating to disbursement of payments to 
contractors? 

b. Does the HCSS have built-in edit checks that flag inconsistent or implausible 
data with respect to specific contract segments? 

C. 

d. 

If so, can these edit checks be ignored or over-ridden by users of the HCSS? 

If a contract is amended, corrected, or otherwise modified, do old versions 
of the contract remain in the HCSS? 

e. If a contract is amended, corrected, or otherwise modifiecl, is it ever given a 
new HCRID? 

f. How is it that duplicate, or almost duplicate, records exist in your datasets? 

OCAIUSPS-T3-18 Response: 

a. No. The HCSS does not determine the actual payments. 

b. Because of the variety of actual contract specifications, the HCSS designers 

determined that it was not feasible to build in these “inconsistency” checks. 

For example, there is a valid contract in which the contractor, for his or her 

own reasons, provides the service.for $1 a year. As Ion!3 aS the service is 

reliable, the Postal Service benefits from, and should take advantage of, 
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these unusual circumstances. 

C. Not applicable. . 

d. Yes 

e. Rarely. The only circumstance that I could find in which an amended 

contract will be give an new HCRID is when the-contract specialist changes 

the “headout” or starting point of the transportation specified on the contract. 

In this case, the HCRID could change. 

f. A duplication would occur if a contract specialist fails to terminate an old 

contract when the new contract is activated. Although the two sewices 

would not overlap in reality, it is possible for both to be contained in the 

database. Although each was a valid observation in its own time, they 

should not overlap. 
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OCiVUSPS-T13-19. Please refer to the observations for HCRID 179GR, CSTSEG 
A and B, in the HCSS data set of PCR-12. 
a. Please confirm that these two records have identical data for all variables 

except for NUMTRK (10 for CSTSEG A and 1 for CSTSEG B). If you do not 
confirm, please explain. 

b. Please explain why CSTSEG A has a NUMTRK value teln times as large as 
that of CSTSEG B, yet the cost variables for both records are identical. 

C. Please confirm that the variable CUBE in your WP-7 SAS programs would 
be ten times larger for CSTSEG A than for CSTSEG B for this HCRID. If you 
do not confirm, please explain. 

OCA/USPS-T13-19 Response: 

a. Almost confirmed. As your question indicates, the two rec:ords have different 

values for the variable “Cost Segment”. Other than that, they are identical. 

b.& c. Confirmed, but I would note that the cubic foot-miles vairiable, that I use in 

my analysis, will not be 10 times as large for Cost Segment B. The variable 

“CUBE” is not used in constructing cubic foot-miles. The variable AVECUBE 

is multiplied by annual miles to construct cubic foot-miles. AVECUBE is 

calculated by dividing CUBE by the number of trucks. Because HCRID 

179GR Cost Segment B has values for both CUBE and numbers of trucks 

which are 10 times as large as those for Cost Segment A, the AVECUBE 

variable will be identical. Thus the calculated cubic foot-miles, like the costs, 

will be the same size for both.cost Segments. , 
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OCANSPS-T13-20. Please refer to the HCSS data set of PCR-12. Except for the 
value of HCRID. all data for the following pairs of HCRlDs are identical: (25838, 
25839) and (60223.68023). 

a. Please confirm that only one of the HCRID values in each piair is correct, and 
the other represents erroneous data. If you do not confirm, please comment 
on the probability that all data fields would exactly match for two separate 
contracts. 

b. Did you review the contracts for each of these HCRlDs to determine whether 
they could be duplicates, with an incorrect HCRID? If so. what were the 
results? If not, why not? 

OCAIUSPS-T13-20 Response: 

a. It is not that the data contained in the contract specification are erroneous, 

but that they are duplicative. In the instance of the first two HCRlDs (25838 

and 25839) a new contractor may have replaced an old one. The contract 

specifications remained the same, but the HCRID was changed. Apparently 

the old contract was not eliminated from the HCSS when the new one was 

activated, and an overlap occurred. In the instance of the last two HCRIDs. 

the contract was switched from one administrative area to another and was 

not eliminated from the HCSS database at the original administrative area. 

b. I did not review the contracts for each of these HCRIDs. I was not aware of 
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the near duplication of the HCRlDs until you brought it to my attention. The 

results of my subsequent investigation into the matter is, described in my 

answer to part a. above. 

. 
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OCAIUSPS-T13-21. Please refer to your Response to [Doc.ket No. MC97-21 
OCAIUSPS-T4-4, dated April 8. 1997. You state that ‘HCSS is a transportation 
contract management system in which each of the hardcopy contracts was replaced 
by an electronic representation.” What is your understanding of how difficult or easy 
it is to retrieve and look at actual contractual provisions? For example, can one use 
a computer on-line with the HCSS system to call up a specific contract and view or 
print the actual contract provisions? 

OCAKJSPS-T13-21 Response: 

It is my understanding that one could go to a DNO. sit down at a computer with an 

HCSS specialist and call up the current technical specifications (afnnual miles, cost, 

etc.) ofa particular contract cost segment, It is also my understanding that it is more 

difficult to print a contract because of the necessity of replicating all of the language 

included in the contract. 

_~ 

,I’ . . ,.‘, .., .~ 
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OCA/USPS-T13-22. In response to part (b) of your respontse to interrogatory 
[Docket No. MC97-21 OCAIUSPS-T44, you replied in part that “HCSS is an actively 
used management data system that exists only in electronic form . . . .” Please 
now refer to the Objection of the United States Postal Service to Office of the 
Consumer Advocate Interrogatory OCA/USPS-T4-2 to Witness E3radley. filed March 
17, 1997 (“Objection”). There it is stated: 

Moreover, producing the hard copy contracts would be unduly 
burdensome. As should be clear from his testimony, witness Bradley 
had no need for, and thus does not have, the hard copy contracts. 
The Postal Service does not have all of the contracts in a central 
repository. The hard copy contracts for their respective areas are 
kept by each of the twelve Distribution Network Ofices (“DNO’s”) and 
branches. In fact, since these were contracts in force in FY 1995, 
some of the DNO’s may even have archived some of the pertinent 
contracts. 

Please explain the apparent contradiction as to whether or not hard copy contracts 
actually exist. 

OCAIUSFS-T13-22 Response: 

I apologize for any confusion I have created over the existence of the hard copy 

contracts. I apparently wasn’t as clear as I might have been. I will try now to clearly 

explain m,y understanding of how HCSS works, which I think will resolve the 

apparent contradiction. 

HCSS is indeed an electronic system. It is used in the management and production 

of contracts. It is not a “database” in the sense that data from hardcopy contracts 

are continually being entered into HCSS to update it. Just the opposite. HCSS is 
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used to generate the hardcopy contracts. Suppose a new contract is being let. The 

specifications will be manually entered into the HCSS and the set of contract 

provisions will be established. This provisional contract will then be put out to bid. 

Once a winner is found, the HCSS will be used to generate the hard copy contract, 

That contract is then signed and archived. These hardcopies are not kept centrally 

or even on site at some or all of the DNOs. 

Of course, the HCSS had to be initialized when it was set up. This initialization is 

where the keypunching of the data that had been in the hardcopy contracts took 

place. The data were entered primarily by transportation specialists and were 

checked against the hardcopy contracts by Postal Service supenlisors. In addition, 

the initialization process at each of the 12 DNOs was reviewed1 and verified by a 

team of HCSS programming and transportation experts. Finally, a copy of the 

output from each contract was sent to the relevant contractor for approval. For each 

initialized contract, each contractor signed that data for their osntract(s), as they 

exist in HCSS, are correct. Thus, the data that exist in HCSS are, by definition, 

“correct,” and all future contract actions work off the data as they were entered in 

HCSS. The HCSS data thus constitute the hard copy data. f-or all subsequent 

contracts and contract actions, the hardcopy contracts are generated from HCSS. 
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It is also my understanding that although a computer program can extract the 

required information in electronic form from HCSS with relative ease, locating and 

retrieving the hard copy contracts is a difficult and time consuming process. 



3682 

Page 1 of 3 

Response of United States Postal Service Witness Bradley 
to 

Interrogatories of OCA 

OCALSPS-T13-23. Please refer to the portion of the Objection, supra, 
where it is stated: “As should be clear from his testimony, witness Bradley had no 
need for, and thus does not have, the hard copy contracts.” However, in response 
to [Docket No. MC97-21 OCALJSPS-T4-S(b), in which OCA had iasked whether you 
had ever requested to look at the contracts in their hard copy form, you stated: 

a. 

b. 

C. 

d. 

Yes, I provided contractors for the Postal Service with a list of the 
unusual HCRlDs and area offices (DNOs) in which they reside. I then 
requested that they attempt to either obtain the hardcopy contracts or 
explanations for the observations. It is my understanding that an 
administrative mixup resulted in the information not being obtained. 

Please explain the apparent contradiction as to whether you “had no need” 
to see the hard copies of the contracts. 

Did attorneys for the Postal Service interview you for purposes of filing the 
Objection? 

Please describe in full what you understand the “administrative mixup” to 
have been. 

Once the “administrative mixup” had been explained ,to you, was it not 
possible to pursue the matter further, by straightening out whatever 
“administrative mixup” had occurred. 

OCAIUSPS-T13-23 Response: 

a.. In fact, my entire response is given by: 

Yes. I provided contractors for the Postal Service with 
a list of the unusual HCRlDs and area offices (DNOs) in 
which they reside. I then requested that they attempt to 
either obtain the hardcopy contracts or explanations for 
the observations. It is my understanding that an 
administrative mixup resulted in the information not 
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being obtained. Because of the extremely small 
number of such observations (30 out of 4,000) because 
I made explicit the effect of these observations and thus 
brought them to the attention of all participants, and 
because I am not relying upon them in my 
recommended variabilities, I did not delay filing my 
testimony in the absence of a response. 

My interpretation of the quotation is that I was able to complete my analysis 

and file my testimony without reviewing the hard copy contracts. It is in that 

sense that I had “no need” for the hardcopy contracts. Moreover, because: 

(1) I presented a complete list of the observations eliminated, (2) I estimated 

and presented variabilities with unusual observation included, (3) I estimated 

and presented variabiliities with the observations excluded, and (4) there are 

very small number of observations at issue, I believe that the Commission 

can evaluate my results without seeing the hardcopy contracts. 

b. Objection filed on July 28, 1997. 

C. To the best of my knowledge, there was a communications problem between 

Postal Service contractors and Postal Service headquarters staff about the 

production and dissemination of a letter requesting the desired information. 
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d. I was not aware of the mixup until I after I received your interrogatory. I 

interpreted the lack of response from the DNO’s as an indication of the 

difficulty they had in tracking down hard copy contracts. Once I found out 

about the mixup, I did encourage pursuing the matter further. The responses 

the Postal Service received are in Library Reference H-181. 
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OCAIUSPS-T13-24.You also state that “HCSS is a ‘live’ data set in the sense that 
contract information is regularly updated. It is therefore necessary to take a cross 
section at a single point in time. Review of the same HCRID, at a l,ater point in time, 
generally will not provide the same information, if the contract has. been changed.” 

a. Does this mean that retrieving both the numerical data frlsm the contracts 
and the verbal contractual provisions in the corresponding c:ontracts from the 
HCSS or any other source cannot be replicated? 

b. If this information database cannot be replicated, please comment on the 
observation that it is a fundamental tenet of econometric (and scientific) 
analysis that data, findings and conditions upon which concl,usions are based 
(here, the original database) must be able to be replicated. 

O&I/USPS-T13-24 Response: 

a. I am not familiar with the verbal contract provisions. (I did not receive them 

in Docket No R87-1 when I constructed an electronic data set from 

hardcopies. Even then the “hardcopy contracts” were just those pages that 

listed the technical specifications of the contract.) 

Unlike most data sets, it may be possible to replicate the extract that was 

created from HCSS. HCSS apparently keeps an electronic history of each 

contract and it is theoretically possible to reconstnrct the contract as it stood 

at the time the extract was created. 
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In contrast, I think it would be even more difficult, if not impossible, to 

replicate the purchased highway contract data that I and the Commission 

used in Docket No. R87-1, and that served as the basis for the estimated 

variables used since that time. 

b. I think that you are confusing replication of econometric results with 

replication of data. Most econometric data are from one-time events like 

surveys of household income, collection of firm-specific data on output and 

costs, or macroeconomic conditions. Because the conditions that generate 

these data will never and can never be repeated, the data they generate 

cannot be replicated. The key issue is whether the econometric & can 

be replicated from that data. 

The replication programs in econometrics that I am familiar with, and have 

participated in, require researchers to submit their data, to see if others can 

replicate the results alleged generated by those data. These programs do 

not require replication of the data. 
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OCA/USPS-T13-25. In response to [Docket No. MC97-21 OCAAJSPS-T44(d) you 
stated, in part: 

Before the data were converted to spreadsheet form, I uploaded them 
to the Postal Service mainframe computer. There, I performed 
certain manipulations, like calculation of descriptive statistics. I then 
downloaded the data from the Postal Service mainframe computer, 
read it into a spreadsheet program, and parsed it. After parsing the 
data, I checked the means of each variable against the means of the 
same variables calculated on the mainframe. Observing that the 
number of observations and the means were identical, I concluded 
that the data were identical. 

Confirm that this exercise would not have uncovered data input errors into the 
HCSS by personnel at the twelve DNOs (where, we presume, contractual data 
originally was entered). If not confirmed, please explain. 

OCAIUSPS-T13-25 Response: 

Confirmed. However, I would note that other procedures, such as having each 

contractor review and verify to the HCSS data for his or her contract, are used by 

the Postal Service to uncover data errors. 

, 
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OCAIUSPS-T13-26. Please refer to your response to OCAIUSPS-T4-5. You stated 
that you “discussed the existence and general nature of these unusual observations 
with postal personnel and contractors.” 

a. 

b. 

Please describe your full recollections of these discussions. 

Did Postal Service employees or contractors ever state or hypothesize that 
any of the unusual observations could be accounted for by contracts that 
were inappropriately entered into? If so, describe fully. 

OCAIUSPS-T13-26 Response: 

a. I recall bringing the existence of these observations to the attention of Postal 

Service employees or contractors and suggesting that the be excluded from 

the data on which the recommended variabilities were estimated. I also 

recall discussing an effort to obtain either the contracts for these 

observations or an explanation of the observations themselves. 

b. No. 
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OCfVUSPS-T13-27. In your response to [Docket No. MC97-21 OCAIUSPS-T4-5, 
you stated that “[i]n my judgement, whether the unusual observations are the result 
of data entry errors or simply cover an atypical situation is irrelevant for the 
econometric exercise.” 

a. Is it your position, then, that data may be excluded from a set for no other 
reason than that the data is “atypical, i.e., much highler or lower than 
comparative data?” If it is, please provide citations to the economics 
literature supporting such a position. 

b. You also state that “given the fact that much more data ,are available now 
than in the past, ‘correcting’ these observations, even if possible, is not 
necessary.” 
(I) Given your understanding of the HCSS system, is “correcting” these 
observations possible, e.g., by looking at the underlying halrd copy contracts? 
(ii) Please explain why correcting these observations is not necessary when 
Table 15 of your Direct Testimony (“Effects of Eliminatimg a Small Number 
of Unusual Observations”) shows variability changes as high as 10.47%. 

OCAfUSPS-T13-27 Response: 

a. The quotation that is in your question does not appear im my answer. My 

actual statement is: 

Because of the extremely small number of such 
observations (30 out of 4.000) and because I am not 
relying upon them in my recommended variabilities, I 
felt that it was not critical to pursue the matter further. 
In my judgement, whether the unusual observations 
are the result of data entry errors or simply cover an 
atypical situation is irrelevant for the econometric 
exercise. 

I did not equate an atypical observation with being ‘mulch higher or lower 
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than comparative data.” Rather, my recommendation was that in the case 

that the data were atypical or erroneous, it is appropriate to remove them 

from the econometric exercise. The fact that an observation came from an 

atypical situation will distort the true relationship being investigated. This is 

not to say that data that are in extreme ranges are not valuable. Rather. it 

is trying to be sure that all of the data used in the estimation are from the 

same structural econometric relationship. For example, researchers often 

omit the “war years” from historical econometric analyses because the 

structure of the economy was distorted during the period of World War Il. 

If the data are not generated by the same data generating process, or if the 

data are erroneously constructed, they should be excluded from the analysis. 

Finally, please recall that while I did estimate econometric regressions 

excluding these observations, ! did not exclude these observations from the 

data set. That is, I presented econometric results both wi’th the observations 

included and with the observations excluded. 

b.i. I believe it may be possible. To the extent that a historica’l record exists, then 

the current observations can be checked against that historical record. 
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However, it is my understanding that hardcopy contracts are printed from the 

HCSS and this limits the usefulness of hardcopies in “ch’ecking” the values 

contained in HCSS. 

b.ii. The reason that the variabilities change when the observations are omitted 

is because those observations are dramatically different from the rest of the 

observations in terms of their relationship between cost and cubic foot-miles. 

If these observations were corrected so that they were IIike all of the other 

observations, then they would no longer exert an influence on the regression 

and the current results (with the observations omitted) would be maintained. 

By way of analogy, suppose we were trying to determine the color of marbles 

in an urn. Consider an earn full of 100 marbles, of which 95 are red and 5 are 

white. If one removes the 5 white marbles, then the urn is filled with just red 

marbles. If one “corrects” the 5 white marbles by painting them red and 

returns them to the urn, once again the urn is filled with just red marbles. 
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OCA/USPS-T13-28.Please refer to your response to [Docket No. MC97-21 
OCAIUSPS-T4-5 in which OCA asked whether or not the data sets with which you 
worked could have been infected with data entry errors. You replied that the HCSS 
system “is not a ‘data entry’ system in which hard copy data is entered.” You further 
replied that you “attempted to minimize keypunch errors by using a computer 
program to extract the data from each HCSS site rather than keypunching it.” 

a. One of our concerns is the possibility of data entry errors by the personnel 
who originally entered the data into the HCSS system, presumably at the 
twelve DNOs. Please explain how contract data gets into the system in the 
first place. 

b. Please explain how employees who first enter the data into the system are 
monitored in terms of quality control. If you do not personally know the 
answer to this, as with all other interrogatories, please refer it to another 
person for response. 

C. Please respond again to OCAIUSPS-TC7. with respect to’ the initial input of 
contractual information into the HCSS system, presumably at the twelve 
DNOs. 

OCAIUSPS-T13-28 Response: 

a. Please see my response to OCAIUSPS-T13-22. 

b . -As HCSS existed at the time I took my extract, the “data” were entered as 

the contract is constructed. That is, the transportation specialists use HCSS 

to specify and build the contract. The specifications are checked by the 

transportation specialist, the contractor, and by an administrative official 
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responsible for making payments on the contract. 

When HCSS was initialized, the data entry was reviewed by Postal Service 

transportation specialists, Postal Service supervisors and the contractor, who 

signed a contract amendment agreeing to its accuracy. 

C. The initialization of the data occurred before I was involved with obtaining an 

HCSS extract. Therefore, it was impossible for me to have contact with the 

individuals who entered the data. After the initialization, the HCSS data 

existed in electronic form and no further data entry was required to produce 

the data sets that I analyzed. 
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OCAIUSPS-T13-29. Please refer to your response to [Docket No. MC97-21 
OCA/USPS-T49, including the standard Postal Service forms that were attached. 

a. The first page of th8 attachment is entitled ‘Transportation Services Bid or’ 
Proposal 8 Contract for Regular Service.” Is this the basic contract 
document from which information is extracted to be put into the HCSS 
system? If not, what is its purpose? 

d. Refer to the block with the heading “2. Rate of Compensation, Bid or 
Proposal” on that same first page. Inside the block appears the following: 
“WRITTEN DOLLAR AMOUNT (Bid or proposal must be submitted on a 
single annual rate basis unless the solicitation specifically calls for 
bids/proposals at a per mile, per trip, or other unit rate.)” Is it possible that 
some of the “unusual observations” noted in your analysis may have 
occurred because of confusion as to what type of solicitatiion was called for, 
e.g., a contract recorded as having an “annual cost” of $1 in reality reflected 
a contract for $1 per mile? 

C. Refer to the page entitled “Highway or Domestic Water Transportation 
Contract Information and Instructions” which follows ,the page entitled 
“Amendment No. 3.” In Part (A)(Z) of the instructions, reference is made to 
contract solicitations for “advertised contracts” and “negotiated contracts.” 
Please explain the differences between the two types of contracts, and what 
discretion the Postal Service has to employ one kind of contract over 
another. Please also supply documents containing guidelines or regulations 
that explain the differences and the scope of Postal Service discretion. 

OCAIUSPS-T13-29 Response: 

a. Redirected to the Postal Service. 

b. It is possible, but unusual values for compensation do exist for valid 

contracts. For example, I have been told about a valid contract that is in 
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place for annual service at the rate of $1 per year. I am also told that there 

is no requirement that the contractor make a profit. It is thus quite possible 

that these unusual values are valid but just atypical. 

C. Redirected to the Postal Service. 
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OCAIUSPS-T13-30. Please refer to page 76 of your workpaper WP-7. 

a. Please confirm that at lines 61-67, you are assigning values to the TRCUBE 
variable. If you do not confirm. please explain. 

b. Please explain how the values for individual vehicle cubic capacity can be 
determined and assigned by your SAS program, yet th’ese values do not 
appear in the HCSS data set. 

OCNUSPS-T13-30 Response: 

a. Partially confirmed. Lines 61-67 are assigning values for just the intra-BMC 

:‘power only” contracts. 

b. As explained on page 22 of my testimony, the cubic capacity values for intra- 

BMC power only contracts were derived from a special survey. In fact, the 

values for the capacities listed on lines 61-67 are presented in my testimony 

on page 23 in Table 4 under the title “Average-Size Trailers in Leased Trailer 

Fleets.” 
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OCAIUSPS-T13-31. Please refer to page 6 of your workpaper WP-1. The 
programming specifications for vehicle cubic capacity states: 

Determine which Vehicle Group by selecting the VC-CODE from the 
Vehicle-Characteristic-T table to determine which Vehicle Group that 
vehicle belongs. Also, specify how many cubes for the vehicles for 
that same VC-CODE exists for that route. 

a. 

b. 

Please amplify or clarify the above instructions. 

Were you involved in the creation of the HCSS data set Ior the preparation 
of the computer specifications? If so, when did you become involved in the 
preparation of the HCSS data set? 

C. Did you examine values of the variable TRCUBE as part of your process of 
identifying unusual observations? If so, please explain.the results of your 
analysis of that variable. 

.- 

d. Please confirm that workpaper WP-1, page 6, indicates permissible values 
for vehicle cubic capacity of 40, 50. and 90 for group 1 vlehicles. If you do 
not confirm, please explain what the values-40. 50, and 90 represent. 
Please list all permissible values fro TRCUBE for group 1 vehicles and 
explain how you arrived at those values. 

e. Please explain how the HCSS data set can contain values for grbup 1 
vehicles for TRCUBE as large as 136 (HCRID 12976) or as small as 25 
(HCRID 31537). Are these observations unusual since the TRCUBE values 
are outside of the range of values given in your WP-1 for vehicle group I? 
Please explain. 

f. Please confirm that the largest vehicle cubic capacity listed in the table at 
pages 6-7 of WP-1 is 3000 for 48-foot tandem axle trailers. If you do not 
confirm, please provide the correct figures and explain what the 3000 figure 
represents. 

9. Among the “usual” observations in your data set, there iare nine HCRlDs 
(12048, 32712,35021,50019,755AA, 91716,92032,92333, and 92354) 
with TRCUBE values exceeding 5000. Please explain why these should not 
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be classified as unusual observations, 

h. Please refer to the observation for HCRID 12048, CSTSEG A. This contract 
is for a group 1 (passenger car, four wheel drive, boat, or station wagon) 
vehicle with a TRCUBE value of 5400. Please corrfirm that this is an 
erroneous value for vehicle capacity. If you do not confirm, please explain 
any special characteristics of this vehicle. If you do confirm, please explain 
why it is not considered unusual. 

I. Please refer to the observation for HCRID 755AA. CSTSEG A. This contract 
is for a group 6 (van, with WP-I cube listed at 800) vehicle with a TRCUBE 
value of 9000. Please confirm that this is an erroneous value for vehicle 
capacity. If you do not confirm, please explain any special characteristics of 
this vehicle. If you do confirm, please explain why it is not considered 
unusual. 

OCANSPS-T13-31 Response: 

a. Select the vehicle group for a given contract cost segment. Obtain the cubic 

capacity of the vehicle(s) on a given contract cost segment. The computer 

code identifies the actual cubic capacity of the vehicles on the contract cost 

segment. In the case of the automobile group and the pickup/minivan group 

there are multiple truck sizes (over a small range). For these instances, the 

average-size vehicle for the vehicles actually on the contract is used. 

b. I was involved in specifying the variables that would be extracted from 

HCSS. I was not involved in writing any computer code that does the 

~.. 
-. ,. . .~ ~. .~., 
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extraction. I was involved with constructing the HCSS extract from the 

beginning of the process. 

C. No. My investigation took place at the analysis data set stage. TRCUBE is 

not an active variable at that stage. Morever, the econometric relationship 

depends upon the relationship between cost, cubic foot-miles and route 

length. TRCUBE only matters to the extent it influences cubic foot-miles. 

d. Not confirmed. These values are illustrative. There is no limit on the 

permissible values. 

e. The HCSS data set contains the actual recorded cubic capacity of a vehicle 

regardless of what group it is in. These values are not outside the range of 

values for group 1 because there is no limit on the range. The values in WP- 

1 are illustrative only. 

f. Not confirmed. This value is illustrative only. 

9 There are two types of HCRlDs listed. The first type includes HCRlDs 12048, 

. 
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35021, 50019, 91716, 92032, 92333, and 92354. Tl’lese contract cost 

segments include vehicle capacities of 5,400 or 6,000. There is nothing 

unusual, per se, about these capacities, as these values could be associated 

with tandem trailers. The other two contract cost segments, 32712 and 

755AA, are more unusual and were certainly candidates for exclusion. In 

fact, both are on the borderline in terms of cost per cubic foot-mile within 

their account categories. (All of the observations with a lower cost per cubic 

foot-mile were eliminated.) However, in the spint of parsimonious exclusion, 

these contract cost segments were lefl in the analysis, in part because their 

cost per mile was in the middle of the pack. 

h. Not confirmed. This capacity is associated with a tandem trailer and is thus 

not unusual. The vehicle grouping variable is only illustrative. 

i. I cannot confirm that it is erroneous because I have not investigated this 

single data point. As discussed in my answer to part g.. this particular cost 

segment is on the borderline, in terms of cost per cubic fo’ot-mile but I chose 

to include it. 

., ,,...... ~_,. . _-.. 
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OCANSPS-T13-32. Please refer to workpaper WP-7, page 1:3, lines 38-65. 

a. Please confirm that this code identifies box route contracts by examining 
values for the variables HCRID, BOX, RTYPE, and TRCUBE. If you do not 
confirm, please explain. 

b. Please confirm that contracts with RTYPE 5 or 6 (combination - 
transportation/box delivery) are classified as box route contracts if they are 
not intra-city contracts, if BOX>O. and if TRCUBEL~OO. If you do not 
confirm, please explain and correct this statement. 

C., Please confirm that there are approximately 75 observations on the HCSS 
data set that have RTYPE 5 or 6. are not intra-city, have BOX>O, but have 
TRCUBE>300. If you do not confirm, please correct these figures. 

d.. Please refer to HCRID 04467. CSTSEG A. This contract has one vehicle 
with capacity of 330 and 241 boxes. Please explain why this should not be 
considered a box route contract. Please confirm that you classify this 
contract as an intra-SCF contract. If you do not confirm, please explain. If 
you do confirm, please explain whether this box route would be an “unusual” 
intra-SCF contract. 

OCAIUSPS-Tl3-32 Response: 

a. Confirmed 

b. Confirmed 

C. Of the 6.231 observations in the regular intra-SCF data set, I found 71 

observations that match your criteria. 
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d. The existence of combination contract cost segments that provide both 

transportation services and box route services creates a classification 

problem. Fully aware than any classification scheme is in part arbitrary and 

subject to second guessing, I attempted to find, from an operational 

perspective, the best classification rule. That rule came from Postal Service 

transportation experts who consider a cubic capacity of 3’00 cubic feet to be 

a good dividing line between the type of vehicle that provides transportation 

services and the type of vehicle that provides box route services. According 

to that rule, the contract cost segment that you cite would provide primarily 

transportation services rather than box route services, and that is how it is 

classified. 

This contract cost segment has annual miles of 14,049 and a truck capacity 

of 330 cube implying an annual cubic foot-miles of 4.636,038. At an annual 

cost of $20,466 this implies a cost per cubic foot-mile of $0.006018 and a 

cost per mile of $1.9858. While both of these values are relatively high 

values for the intra-SCF account category. neither are extraordinary and this 

contract cost segment is not designated as unusual. 
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OCA/USPS-Tl3-33. Please refer to page 5 of your workpaper WP-I. The 
computer specification for box count states: 

a. 

b. 

C. 

Box Count should be broken down by route part. Refere;nce the Line 
of Travel screen (LACO18Xl.INP) to see ,the Select 
Service-Point-Trip-T table. 

Please explain in more detail how the box count variable is constructed. 

Did you examine values of the variable BOX as part Iof your process of 
identifying unusual observations? If so, please explain the results of your 
analysis. 

Please refer to HCRID 00645, CSTSEG A. This contract record shows a 
value of 1882 for BOX, one vehicle of group 1 (car, four wheel drive, etc.) 
.and a route length of 16.4. Please describe the charac:teristics that could 
allow a,~ single vehicle to serve 1882 boxes. Could the data for this 
observation be erroneous, or just unusual? If it is just unusual, then please 
explain why this observation was not included in the list of unusual HCRID, 
CSTSEG pairs. 

OCAIUSPS-T13-33 Response: 

a. The box count variable is constructed by counting the number of boxes on 

the route. 

b. Yes, I examined the cost-per-box and the cost-per-mile for box route 

contracts as they are the relevant right-hand-side variables. In the instances 

where I found a very high or low cost per box, I looked ai! both the cost and 
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the number of boxes for unusual values. Three contract cost segments 

stand out. Each has an unusually low cost-per-box and an unusually high 

number of boxes. Each was designated as an “unusual” observation and 

omitted from the final analysis data set. The three HCRIDs and their 

numbers of boxes are listed below: 

HCRID Number of Boxes 

32057 4,435 

80660 6,560 

18480 8,044 

C. The data for this contract cost segment appears to be nekher erroneous nor 

unusual. There are over 70 contract cost segments that serve over 1,000 

boxes. In addition, the fact that it is a relatively short route (16.4) reinforces 

the likelihood that it is a route that serves a dense concentration of rural 

cluster boxes, apartment buildings, or NCDBUs. 
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O&I/USPS-T13-34. Please refer to the computer specifications for total annual 
mileage at page 5 of your workpaper WP-1. 

a. Please confirm that this is the specification for the creation of the variable 
YRMILE on the HCSS data set. If you do not confirm, please explain what 
the specification relates to and provide a definition of the YRMILE variable 
on the HCSS data set. 

b. Did you examine values of the variable YRMILE as part of your process of 
identifying unusual observations? If so, please explain the results of your 
analysis. 

C. Please refer to the HCSS record for HCRID 27291 CSTSEG A. Please 
confirm that this contract has just one vehicle (NUMTRK:=l) and its annual 
mileage is 587,134. If you do not confirm, please explain the meaning of 
these variable values. 

d. Please contim-r that one would have to average 67.025 mph, 24 hours a day, 
for 365 days in order to travel 587.134 miles in one year. Is this average 
vehicle speed usual for contract vehicles? Please explain. 

e. Please confirm that the HCRID 27291 CSTSEG A data is erroneous If you 
cannot confirm, please explain how the vehicle can travel so many miles in. 
one year. 

f. Please confirm that there are at least a dozen records on the HCSS data set 
for which the average annual miles per vehicle exceeds 400,000. If you do 
not confirm. please provide the correct figures. Please explain whether 
these contracts, vehicles, or possibly drivers are unusuad. 

OCAIUSPS-T13-34 Response: 

a. Confirmed. 
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b. When the cost per mile or the cost per cubic foot-mile Ion a contract cost 

segment was particularly high or low, the annual miles variable was 

examined. 

C. Not, confirmed. This contract cost segment has 7 vehicle,s, one vehicle that 

has a cubic capacity of 2,700 cubic feet and six vehicles that have a cubic 

capacity of 3,000 cubic feet. Contract cost segments with multiple sized 

trucks have multiple records in my HCSS data extract. Please see lines 5 

through 10 on page 16 of my testimony for a discussion of this fact. 

-More generally, the number of vehicles is not a variable that is used in my 

analysis except to find the average capacity on contract cost segments that 

have multiple sized trucks. 

d. As the calculation is not relevant. I did not check the arithmetic. 

e. Not confirmed. The 567.134 miles were not specified as being driven by one 

truck. Instead they are driven by 7 trucks. The yields a value of just over 

83,000 miles per year per vehicle. 

f. Not confirmed, I could only find five such observations. Recall that the 



3707 
Page 3 of 3 

Response of United States Postal Service Witness Bradley 
to 

Interrogatories of OCA 

designation of an “unusual” observation relates to estimating the relationship 

between cost and cubic foot-miles. If this relationship is unusual, then 

including the observation could distort the estimated equation. Whether or 

not these five observations are unusual in this sense depends upon the 

relationship between the cost and cubic foot-miles. If they have extremely 

high or low cost per cubic foot-mile, then they are candidates for omission. 

Because these observations are not in the extreme values for these key 

indicators, they should not be considered unusual folr the purpose of 

. estimating the econometric equation. 

Finally, I understand that the number of trucks represents a guideline, but not 

absolute requirement, for a contract. In other words, the contractor can use 

any number of vehicles as long as the desired capacity is available where it 

should be when it should be. This means your inferences about actual 

operating conditions are not necessarily accurate. 
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OCA/USPS-T13-35. Please refer to the computer specifications for total number of trips 
at page 7 of your workpaper WP-1. This specification is as follows: 

You may use the sqlca.sqlerrd[2] (number of rows processed) area as the 
Total Number of Trips. Do not use the highest trip number as the total 
number of trips since trip numbering is not always representative of the true 
coinciding trip number. 

a. 

b. 

C. 

d. 

e. 

f. 

9. 

Please confirm that this is the specification for the creation of the Ivariable NUMTRP 
on the HCSS data set. If you do not confirm, please explain what the specification 
relates to and provide a definition of the NUMTRP variable on the HCSS data set. 

Did you examine values of the variable NUMTRP as part of your process of 
identifying unusual observations? If so, please explain the results of your analysis. 

Please explain whether NUMTRP refers to the number of trips in a day, month, 
year, or other time period. 

Please explain whether the time period for the NUMTRP variable is the same for the 
various account numbers, segments, and areas. How did you determine this to be 
the case? 

Please confirm that the HCSS data set variable SUMLNGTH is the product of 
NUMTRP and route length (RL) for routes having just one vehicle. If you do not 
confirm, please explain. 

Please refer to the HCSS observation with HCRID 619PR and CSTSEG A. This 
observation has NUMTRK=l, SUMLNTH(sic)=l0924.7, NlJMTRP=31, and 
RL=352.41. Please confirm that SUMLNTH(sic)=NUMTF:P’RL and that 
SUMLNGTH represents the annual mileage figure. If you do not confirm, please 
explain. 

Please refer to the HCSS observation with HCRID 84IAD-and CSTSEG A. This 
observation has NUMTRK=2, SUMLNTH(sic)=435.6, NUMTRP=l66. and RL=6.60. 
Please confirm that SUMLNTH(sic)=NUMTRP’RL and that SUMLNGTH represents 
less than 11300”’ the total annual mileage figure. If you do no,t confirm, please 

., 
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explain and correct any figures. If you do confirm, please expla’in any differences 
between the definitions of the SUMLNGTH variable for this observation and for the 
HCRID 619PR observation. 

OCAIUSPS-T13-35 Response: 

a. Confirmed. 

b. No. The number of trips is not used in my econometric analysis. 

C. None. The number of trips does not refer to any time period. It is the number of 

different scheduled route trips on the contract cost segment. 

d. There is no time period for the variable NUMTRP so there is nothing of this sort to 

be compared across account numbers segments and areas. 

e. Not confirmed. As I state on page 3 of Workpaper WPl-3: 

This variable measures the total route mileage for all trips on the 
contract cost segment. This is not the annual miles traveled. 

The variable SUMLNGTH is the product of number of trips (NUIMTRP) and route 

length (RL) for contract cost segments having route trips of all the same route 

length. (In this particular case the sum of route lengths equals the product of the 
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number of trips times the route length for each.) For contract cost: segments having 

multiple-length route trips, SUMLNGTH is the sum of the route lengths on all route 

f. 

trips. 

I confirm that for this plant load trip contract cost segment, the SUIMLNGTH variable 

equals the product of number of trips time route length. (Recall that on a plant load 

- trip contract cost segment, the service is contracted on a per-trip basis) This is 

because each of the 31 plant load trips had the same route length (perhaps the 

route between the plant and the postal facility.) I also confirm that for this contract 

cost segment the annual miles equals~the SUMLNGTH variable. That is because 

for this plant load contract, each route trip occurs only once. On a contract cost 

segment in which the route trip is made daily, the annual miles will be about 300 

times the route length as the trip is made about 300 times a yealr. 

9. I confirm that for this intra-SCF contract cost segment, the SUhilLNGTH variable 

equals the product of number of trips time route length. This is because each of 

the 66 scheduled trips had the same route length (perhaps the route between two 

nearby postal facilities.) I also confirm that annual miles is a little more than 300 

times the SUMLNGTH. This is what it should be if the trips are made daily (there 

are about 305 delivery days in the year). For a given trip, annual miles equals the 
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the route length for that trip times the annual frequency (number omf times per year 

the trip is made.) 

The variable SUMLNGTH is defined in the same way for both observations cited in 

the question. 
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OCAIUSPS-Tl3-36. Please refer to the SAS code at lines 81-89 of page 14 of your 
workpaper WP-7. This section of code begins with a comment that states, 
“CONSTRUCTING THE DATA SET ON THE BASIS OF THE HCRID 8 THE CONTRACT 
COST SEGMENT.” 

a. Please confirm that the PROC MEANS contained in this section of the program 
combines multiple records having the same HCRID and CSTSEG into single 
observations. If you do not confirm, please explain. 

b. Please confirm that the PROC MEANS can assign a value to an output variable that 
is not a value contained in any of the original records having the same 
HCRIDKSTSEG combination. If you do not confirm, please explain. 

C. Please refer to HCRID 365AU. CSTSEG A. Two records are identified with this 
HCRIDKSTSEG combination, one having YRMILE= 12425.90 and the other having 
YRMILE= 12183.40. Please confirm that at the conclusion of the PROC MEANS 
procedure, the value of YRMILE is 12304.65 in data set TRASCF2 (neither of the 
above values for HCRID 365AU, CSTSEG A). If you do not confirm, please explain. 
If you do confirm, please confirm that the value of YRMILE used for analysis does 
not correspond to an actual value on the contract having HCRID 365AU. 

d. Please refer to lines 3-8 on page 16 of your testimony. Please confirm that if there 
are multiple records on a given cost segment because of multiple truck sizes on that 
cost segment, the multiple cost segment records would be combined into a single 
observation for that HCRlDlCSTSEG by the PROC MEANS state:ment. 

OCAAJSPS-Tl3-36 Response: 

a. Confirmed. 

b. Not confirmed. In the code that you cite, PROC MEANS assigns to the output 

variable either the average value for the input variables being averaged or the 
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summed value for the input variables being summed. Thus, PROC MEANS must 

assign a value to the “output variable” that contains the values for the “input 

variables.” Those input values are either summed or summed and divided by the 

number of input values. However, it is clear that unless the values for the input 

variable are identical, the mean value will not equal the value for any one the input 

variables. In addition, the summed value will never equal the value of any one of 

the input variable. 

. 

C. Confirmed The value of 12,3,04.65 is the average of the two input values, It is 

121.25 miles (less than one percent) larger than 12183.4 and 121.25 miles (less 

than one percent) smaller than 12425.90. 

d. Confirmed. 
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OCA/USPS-Tl3-37. Please refer to your response to OCA/USPST4-7 and to your 
workpaper WP-1. 

a. Your response to part a of [Docket No. MC97-21 OCA/USPS-T4-7 states, 
There was no data entry required for the construction of the dataset 
I used. It existed in electronic form before the construction of the 
extract of the data used in my analysis. 

Page 1 of WP-1 states, 
A program was developed that could be used to extract the required 
variables from the HCSS data base at each individual HCSS site. 

(i) Do you consider entering data and developing a program to be different processes7 
If so, please describe the differences. 

(ii) Would you agree that entering data and writing computer code both involve 
keystroking? If not, please explain. 

(iii) Did the data in the HCSS data base always exist in electronic form? If so, 
please describe how the data were initially generated. 

b. Your response to part b of [Docket No. MC97-21 OCAIUSPS-T4.-7 states, 
I did work closely with postal data processing professionals and 
HCSS experts to ensure that the same type of data that I had used in 
Docket No R87-1 would be available, in reliable form, from HCSS. 

(i) Did you participate in drafting the “Programming Specifications” that appear at 
pages 4-7 of WP-I? If so, please describe your participation and state the 
beginning and ending dates of your participation. 

. . . . 
(ii) What is meant by the statement, “This project will lnltially be independent of the 

HCSS system.” @VP-l at 4.) 
(iii) Please provide a copy (hard copy and diskette) of the program LAC99OCl.PC 

referred to at page 4 of WP-I . How many versions of this program were tested at 
a single site before data were extracted at the 12 HCSS sites? At which HCSS site 
was the program tested? What “checks were made to ensure t,hat the data were 
extracted correctly”? 

(iv) Please provide copies (hard copy and diskette) of the programs actually used at 
each of the 12 HCSS sites to extract the variables required for your dataset. 



3715 

Page 2 of 5 

Response of United States Postal Service Witness Bradley 
to 

Interrogatories of OCA 

(v) Please provide a copy (diskette) of the file LAC990Dl .LST referred to at page 4 of 
WP-1. 

(vi) Please provide copies (diskettes) of the files actually generated at each of the 12 
HCSS sites containing the variables required for your dataset and “sent to the St. 
Louis ISSC for collating into one file.” State the dates on which each file was “sent 
to the St. Louis ISSC.” 

(vii) Please provide a copy (diskette) of the collated file prepared at the “St. Louis ISSC 
[and] forwarded to Headquaners.” State the dates on which this collated file was 
(a) completed and (b) received at Headquarters. 

(viii) Please provide a copy of the programming specifications and the actual code 
(hard copy and diskette) used for collating the data from 12 HCSS sites at the ‘St. 
Louis ISSC.” 

(ix) Please describe the measures taken at the “St. Louis ISSC” an,d at Headquarters 
to maintain the integrity of the data extracted at the 12 HCSS sites. 

(x) Please state the number of records (observations, contract segments) in each of the 
following datasets: the extracted file produced at each HCSS site, the file for each 
HCSS site as received at the “St. Louis ISSC.” the collated file produced at the “St. 
Louis ISSC.” the collated file as received by Headquarters, and the collated file 
received by you. 

(xi) Is it your belief that no records (observations, contract segments) were lost, 
modified, or created during the process of being transferred from the 12 HCSS sites 
to the “St. Louis ISSC”? Please state the basis for your belief. 

(xii) Is it your belief that no records (observations. contract seglments) were lost, 
modified, or created during the process of being collated at the “St. Louis IS%“? 
Please state the basis for your belief. 

(xiii) Is it your belief that no records (observations, contract segments) were lost, 
modified, or created during the process of being transferred from the “St. Louis 
ISSC” to Headquarters? Please state the basis for your belief. 

(xiv) Is it your belief that no records (observations, contract segments) were lost, 
modified, or created at any time during the process of being transferred from the 12 
HCSS sites to your custody? Please state the basis for your belief. 

(xv) Is it your belief that no records (observations, contract segments) were 
accidentially (sic) deleted, modified, or created while in your custody? Please state 
the basis for your belief. 
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OCANSPS-T13-37 Response: 

a.(i). I consider them to be so. In so far as I know, data entry consists of creating an 

electronic data set from a set of existing data that are, perhaps, in a different 

medium. Developing a program includes things like learning the relevant computer 

language, figuring out the goals of the program, constructing the logic required to 

accomplish the goals of the program, and so forth. 

a. (ii.) They certainly can. If a keyboard is used to do the data entry or enter the computer 

code that comprises the program, then I would think that keystroking would be 

required. If a mouse or some other type of input device is used, then keystroking 

may not be necessary. 

a. (iii.) Yes. Please see my response to OCAAJSPS-Tl3-22. 

b.(i.) Please see my answer to OCAIUSPS-Tl3-31 .b. 

b.(k) The HCSS extract for my analysis will be a one-time “snapshot” of the HCSS data, 

not a continuous extraction process. 
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b.(iii.) Redirected to the Postal Service. 

b.(iv.) Redirected to the Postal Service. 

b.(v.) Redirected to the Postal Service. 

b.(vi.) Redirected to the Postal Service 

b.(vi.) Redirected to the Postal Service. 

b.(vii.) Redirected to the Postal Service. 

b.(viii.)Redirected to the Postal Service 

b.(ix.) Redirected to the Postal Service. 

b.(x.) Redirected to the Postal Service. 

b.(xi.) Yes. My experience with working with the Postal Service computer people is that 

they were serious, professional and competent. They understood the importance 

of taking care of the data and had no incentive, to my knowledge, to modify or 

manipulate the data in any way. 

b.(xii.) Yes. My experience with working with the Postal Service computer people is that 

they were serious, professional and competent. They understood the importance 

of taking care of the data and had no incentive, to my knowledge, to modify or 

manipulate the data in any way. 
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b.(xiii.) Yes. My understanding is that the diskettes were mailed1 to headquarters. 

The security of the mailstream is well known. 

b.(xiv.) Yes. Please see my answers to b.(xi.) though b.(xiii) above. 

b.(xv.) Yes. I was careful as I could be with the data. In addition, I recorded the 

number of observations that I originally received and, to the best of my 

ability, verified that I continued to have the number of o’bservations in my 

data set. 

,~ 
..~ . . . . . _..... .:~ i 
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OCiUSPS-T13-38. Please refer to the HCSS data set record having HCRID 608MR, and 
CSTSEG A. This contract record has a value of NUMTRK=150, indicat:ing 150 trucks are 
on the contract. 

a. 

b. 

C. 

d. 

e. 

-. 

Please confirm that the total annual cost for this contract is approximately $65,902. 
If you do not confirm, please correct this figure. 

Please confirm that the eight largest NUMTRK values on this data set are 35, 36, 
37. 39,41,45,48, and 150. If you do not confirm, please explain. 

Please confirm that the total annual cost for all other HCSS data set contracts 
having NUMTRK values from 35 to 48 ranges between $1,221,975 and $5,269.309. 
If you do not confirm, please provide the correct range of annua! contract costs for 
contracts having from 35 to 48 vehicles as reported in the NUMTRK variable. 

Please explain why this contract is so much less costly than1 any of the other 
contracts having large NUMTRK values. 

The following is a listing of plant load (ACCOUNT=53135) ob’servations having 
annual cost between $50.000 and $100,000. 
OBS HCRID RTYPE YRMILE COST VEHGRP MIMTRK TRCUBE SUMLNGT” NVWTRP RL 

9 
10 

9 
10 

9 
10 

9 
10 
10 
10 
11 

9 
10 

9 
11 
10 
10 
10 
10 
10 
10 
10 
11 

1 85.00 
4 35.05 
2 *4.20 
1 1095.00 
1 769.00 
4 59.50 
4 25.00 
2 71.10 
2 105.30 
2 96.00 
2 117.90 
1 142.10 
2 199.00 
6 199.00 
2 129.90 
6 157.00 
3 105.33 
2 79.00 
6 117.20 
6 54.00 
2 101.00 
a PO.00 
1 1117.00 
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I. Would you classify any of the above observations as unusual? If so, which ones? 
ii. Does there appear to be a “break” in the data values for the varislble NUMTRK? If 

so, what is the value of this “break” and how did you identify it? 
. . . 
Ill. Would you consider HCRID 608MR unusual, based on its NUMTRK value? If not, 

why not? 
iv. Is it possible that only the value for NUMTRK is unusual for HCRID 608MR and that 

in all other aspects, the observation is “usual?” If this is the case, would you 
recommend removing the observation from the data relied on for any plant load 
analysis? Please explain. 

OCA/USPS-T13-38 Response: 

a. Confirmed. 

b. Not confirmed. I found contract cost segments with higher values for NUMTRK. 

C. Not confirmed. I did not have to perform any such distributions in the course of my 

analysis, To perform such a distribution, one should first identify the observations 

having a value for NUMTRK in the range specified and examine the high and low 

values for the data included in that range. 

d. I don’t believe that the value of NUMTRK as a determinative influence on the cost 

of the contract. I would be extremely hesitant to attempt to infer s,uch a relationship. 

The key determinant of the cost of the contract is the cubic foot-miles Of 
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transportation that are specified and the nature of the transportation required. I 

suspect that the other contracts that you cite have a higher amount of cubic foot- 

miles and thus a higher value of cost. As a general matter. cost rises as cubic foot- 

miles increase. To determine if a particular contract is unusual, I would recommend 

examining its cost per cubic foot-miles, not the number of trucks !specified. In fact, 

I understand that the number of trucks represents a guideline but not absolute 

requirement for the contracts. In other words, the contractor can use any number 

of vehicles as long as the desired capacity is available where it should be when it 

should be. 

e.i. No. To determine if a particular contract is unusual, I would recommend examining 

its cost per cubic foot-miles, not the number of trucks specified 

e.ii. Because I did not use the variable NUMTRK in investigating the data, I did not 

review its values for breaks. 

e.iii. No. To determine if a particular contract is unusual, I would recommend examining 

its cost per cubic foot-miles, not the number of trucks specified. On this basis, I 

would not consider HCRID 608MR unusual. 
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e.iv. Yes. No. To determine if a particular contract is unusual, I would recommend 

examining its cost per cubic foot-miles, not the number of trucks’ specified. On this 

basis, I would not consider HCRID 608MR unusual. 
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UPS/USPS-Tl3-I. You state on page 13, line 11, of your testimony that the Highway 
Contract Support System (WCSS”) contains data on “neatly all contracts in force.” Please 
define “nearly all” and identify the contracts not included. 

UPS/USPS-Tl3-1 Response: 

I believe that my data set contains data on all of the purchased highway transportation 

contracts in force in August of 1995. However, I am unaware of any method of definitively 

proving this belief. I thus inserted the qualifier ‘nearly” in my testimony. 
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to 

Interrogatories of United Parcel Service 

UPS/USPS-T1 3-2. Please describe the investigations you conducted into the 
completeness of the HCSS. Describe the information generated by those investigations, 
and explain the reasoning that led you to the conclusion that the HCSS contains data on 
“nearly all contracts in force.” 

UPS/USPS-Tl3-2 Response: 

Because HCSS is the system used by the Postal Service to specify and produce all of the 

contracts in its purchased highway transportation system, it is highly unlikely, if not 

impossible, for HCSS not to include all contracts in force. Moreover, the process by which 

the data extract from HCSS was produced was carefully designed to remove all contracts 

in force from each of the DNOs. Because the same program was run on the same 

software at each of the DNOs, I believe that I received all of the contracts in force in 

August of 1995. For the reasoning that led me to include the word “nearly” in my 

testimony, please refer to my answer to UPS/USPS-T1 3-l. 

,.._ 
‘.‘--. _‘.. 

L _. ._ ,~ .~.. ,.,:i_ \, 

.~. -. 
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Response of United States Postal Service Witness Br’adley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-Tl3-3. Please describe the types of contracts that are1 excluded from the 
HCSS. Do these contracts differ in any systematic way from the, contracts that are 
included in the HCSS? 

UPS/USPS-Tl3-3 Response: 

I apologize for apparently inferring, through the use of the word ‘nearly,’ that some 

contracts are excluded from HCSS. To the best of my knowledge, there are no contracts 

excluded from HCSS. 

. 
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Response of United States Postal Service Witness Bmdley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T134 Please describe the effect that collection of data on the missing 
contracts and their inclusion in your econometric analysis would have had on your 
econometric results. 

UPS/USPS-T1 34 Response: 

I apologize for apparently inferring, though the use of the word ‘nearly,’ that some 

contracts are exduded from HCSS. To the best of my knowledge, there are no contracts 

exduded from HCSS. Clearly, there is no additional data wllection effort required to obtain 

information on contracts that are not missing, and there is no impact on the econometric 

,: 
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t0 

Interrogatories of United Parcel Service 

UPS/USPS-T13-5. At what point in the procurement cycle is a contract entered into the 
HCSS data base - at the point of issuance of the original solicitation of bids, upon receipt 
of a bid, upon selection of a contractor, or upon the formal signing of the contract? 

UPS/USPS-T1 3-5 Response: 

The Postal Service transportation specialist first enters the specifications for a contract 

before it is let out to bid. In addition, any modifications in the original specifications that 

take place before the contract is signed would be made through HCSS. HCSS is then 

used to produce thecontract that is ultimately signed by the contractor. In addition, any 

subsequent modifications to the contract are made through HCSS. Please note, however, 

that the HCSS extracf that I used includes only data from signed contracts. 
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to 

Interrogatories of United Parcel Service 

UPS/USPS-Tl3-6. You state on page 14, lines 4-5. of your testimony that “HCSS is a live 
data system in the sense that it changes as the contracts themselves change.” Does the 
HCSS capture all changes made to a contract over its period of effectiveness, or only some 
changes? If the latter, please describe the types of changes that are not entered into the 
data base. 

UPS/USPS-T1 3-6 Response: 

The HCSS is designed to include all changes to signed contracts. 

.~. . ..- 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-Tl3-7. 

(a.1 

(b.) 

w 

Do the contracts contained in the HCSS specify the exact cost, the exact numbers 
of trucks and miles traveled, and the exact cubic capacities of the trucks to be 
provided under the contract? 

If the HCSS data base does not contain the exact cost, the exact numbers of bucks 
and miles traveled, and the exact cubic capacities of the trucks to be provided under 
the contract, please describe what it does contain, and how ,this differs from the 
quantities actually provided by the contractofl 

Do the cost amounts recorded in the HCSS contain the exact amounts paid to each 
of the contractors under these contracts? If not, by how much and in what ways do 
the actual payments differ from the costs recorded in the HCSS? 

UPS/USPS-T1 3-7 Response: 

(4 The purchased highway transportation contracts specify the exact rate to be paid 

to the contractor, the exact amount of miles that must be covered, and the exact 

minimum cubic capacities that the contractor must provide. The contractor (at his 

or her own cost) may exceed this minimum up to a prescribed maximum. In 
: 

add’kton, the number of vehicles specified on the contract is a guideline. The 

contractor may use more vehicles as long as he or she provides the required 

capacity over the required miles. 

(b) Please see my answer to part a. 
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Interrogatories of United Parcel Service 

64 No. The HCSS does not contain the exact cost paid to contractors but it does 

contain the exact basic contract rate paid to contractors. It is, a management 

system, not an acwunting‘system and, for example, does not indude any payments 

made for exceptional service on a contract. The exact cost actually paid in a year 

would include the cost for exceptional service. 

,. _ ‘.. _ 
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to 

Interrogatories of United Parcel Service 

UPS/USPS-T13-8. 
(a.) What oversight was made of the 12 DNOs to ensure that data extraction was 

performed correctly and accurately7 

(b.) Was there any oversight of each DNO’s data collection and data entry process? 

(c.) If each DNO is responsible for entering its own data into the electronic data base, 
does each DNO scrub its own data? How? 

(d.) Is the entry error rate the same for all DNOs7 If not, how mi’ght that affect the 
results? 

UPS/USPS-T1 3-3 Response: 

(a) The data extraction was performed by running the identical computer program at all 

of the HCSS sites. Postal Service data processing professionals worked with 

HCSS-trained employees at each of the DNOs to ensure that they understood how 

the program worked before it was run and to be sure that it was fun correctly at 

each site. 

(b) Yes. Please see my response to OCAIUSPS-Tl3-22 for a description of both the 

initial and the ongoing data entry processes, and oversight thereof. 

(c.) There are two issues relevant to data entry, the initialization of HCSS and its 

ongoing use. When HCSS was first established, data from the h,ard copy contracts 

. . . 
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Interrogatories of United Parcel Service 

had to be entered. These data were entered or reviewed by a Postal Service 

transportation specialist and were reviewed by Postal Service supervisors. The 

specifications included in HCSS were then printed out and sent to the contractor for 

verificatiin. The contractor was required to sign that he or she accepted the 

contract specitications as entered in HCSS. All future payments and modifications 

of the contract thus work off the contract as it exists in HCSS. It is in this sense that 

the initialized data were scrubbed. 

As an ongoing management tool, HCSS is used to produce the contract 

specifications that are put out to bid. In addition, HCSS is used to produce the final 

contract that is signed. As with the initialized data, the contractor must agree to the 

terms of the contract as specified in HCSS and payments are based upon that 

contract. It is in this sense the data for ongoing contracts are scrubbed. 

(4 Because both the Postal Service and the contractor are obligated by the 

specitkations included in HCSS, I would expect the entry error rate to be quite low, 

or in some sense even zero, for all of the DNOs. 
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UPS/USPS-Tl3-9. You state on page 22, line 1, of your testimony that you included both 
regular and emergency contracts in your analysis. Did you conduct any test to determine 
whether these two groups of contracts exhibit the same relationships between volume, 
route length, and cost? If so, what did these investigations reveal? Please supply copies 
of all computer programs, outputs, and other results produced in the course of these 
investigations. 

UPS/USPS-Tl3-9 Response: 

Because my own analysis in Docket No. R87-1 (USPS-T-g), and the analyses of UPS 

witness Higinbotham (UPS-T-3), Postal Service witness Lion (USPS-RT-5), and the Postal 

Rate Commission all combined regular and emergency contracts, I did so in my current 

analysis. As such, I did not pursue the separation you propose in the question. 



3734 

Page 1 of 2 

Response of United States Postal Servic? Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-Tl3-10. You state on page 22, lines 7-14, of your testimon!y that you included 
both tractor-trailer and “power-onl~ contracts in your analysis. Did YOIJ conduct any test 
to determine whether these two Qroups of contracts exhibit the same relationships between 
volume, route length, and cost? If so, what did these investigations reveal? Please supply 
copies of all computer programs, outputs, and other results produced in the course of 
these investigations. 

UPS/USPS-T1 3-l 0 Response: 

1 did not perform any such analysis before I received your interrogatory. Power only 

contracts are “tractor-trailer contracts in which the trailer is provided by the Postal Set-vice. 

I understand the wst of providing the trailer is a small percentage of the cost of a “regula7 

tractor-trailer contract. I thus did not expect a material difference between the power only 

and the regular contracts and combining the two seemed a reasonable way to increase the 

size of the data set used for my analysis. 

Nevertheless, because it is an easy thing to check, I investigated the question subsequent 

to receiving your interrogatory. Specifically, I reestimated the final Intra-BMC equations 

with the power only contracts excluded and with just the power only wontracts included. 

The SAS logs and orogram outputs are attached to this interrogatory. As you can see from 

Table 15, page 50 of my testimony, there are 328 observations in the final Intra-BMC 
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regression with an estimated variability of 97.4 percent. Of those 328, ‘148 are power only 

contracts and 180 are regular contracts. As the attached programs show, the estimated 

variability for the power only contracts is 99.2 percent and the estimated variability for the 

regular contracts is 95.8 percent. These results indicate that it is proper to combine the 

two types of contracts in single regression. Moreover, to calculate an a’verall variability for 

the intra-BMC cost pool, these two variabilities must be combined by the method de&bed 

in Exhibit USPS-13B of my testimony. 

C 

Group 

Regular 

Power Only 

Total 

tlculation of Volume Variability For Intra-BMC Contracts 

HCSS Aaxwd Volume Variable Cost 
cost Variability 

$109348.216 1 95.8% 1 $104,762,152 1 I - 
$57,290.353 99.1% $56.769.011 

$166.638.569 $161.531.163 

As you can see, the results are virtually identical (about one-half a percentage point lower 

in the separated approach) to the case in which one combines the power only contracts 

with the regular contracts. 

, 
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NOTE: The initialization *arc used 0.13 CPU wardr and 1945K. 
1 WlloNS NWATE; 00004100 
2 0pTlC.B LINESIZE= NOCENTER; 00003700 
3 l ESTIUllNt VARIABLITIES MI HCSS DATA; 00003900 

5” 

l 8” ACOJJU CATECCU”; 00004000 
..“.~...~....~.~.~.~~~..~.................~... 00004200 

e 
- READIYG I" TWE "CSS DATA . . 
. . ..*-.."......t*..................*............ 

00004300 

0 Dl,A TIuNl; ,N‘,LE 1RA; 00004!i00 
9 IWPUT HCR,D I y-5 RE" I7 ICC@,"7 9-13 AREA 15-16 F" IS-19 RTYPE 2, 00004600 
70 CSTSEG I 23 YRIIILE 25-u) 8OK 40-U CDS7 46.56 FUEL 58.68 00004600 
11 NONAGE 70-O CPlCOSl 82-92 COUTIPE 94 VE"tRP 96.97 YUITRK W-10, 00004700 
I2 TRCUBE 103-107 SU(LNb7" lW-122 NUITRP 12‘.126 RL ,2&,M; oooouDo 
13 00004100 

NOTE: The infile TRA is: 

NOTE: 8010 records were read fra fhe infile TRA. 
NOTE: The data set MXK.TMNl has SOlO cbservatima vd 20 variables. 
NOTE: The DATA statement used 0.49 CPU secmds and 256%. 

14 DATA TRAN2; ,WF,LE TM; 000045w 
15 ,"P", HCR,D R 1-S REN I7 ACCOVYT P-13 AREA 15-16 f" 18-19 kT"PE 21 000046-00 
16 CSTSEG I23 YRMILE 25-311 BOY 40-44 OX1 46-56 fUEL 58-60 oooo4tao 
17 HDYAGE 70-M CPICOST LIZ-92 COYTYPE 94 MWCRP 96-97 YIMTIIK W-101 000047DO 
18 TRCUBE 103-107 SUILYST" (W-122 NUlTRP 124-126 AL 128.138; 00004700 

NOTE: The infile TRB is: 

NOTE: 7704 records were read from rhe fnfil.? TRB. :- 
12 The 515 System 

NOTE: The data ret KWLK.TRANZ has T104 cbservatims and 20 variables. 
NOTE: The DATA rrarmmt used 0.45 CW secmdr aFd 256.X. 

19 OATA TRANA; SET TRAY, lRAY2; 
20 
21 . ..t..*..*...*..........*...*.*....****.*..*.*.....**....~........ 

22 - READ,NG IN THE L,ST Of UNUSUAL WSERVATIOUS. MERGING THE LIST l ; 
23 - "IT" 7"E TRAYSPDRIATIOU DATA AWD DRDPPlYG THE ""USUAL MS l . 
24 *...............*....,..*..*...*........**.".............*.*.....~ 

NOTE: The data set ulRK.TRAwA has 15714 obrervatioru ad 20 variables. 
WOTE: The DATA statement UIed 0.13 CPU seeaxis and 2652K. 

25 DATA NAP,; INFILE SELOOW; 
26 ,YP", HUl,D SCSTSEG SCAT; 

NOTE: The infile SELWW is: 
D.nm~2~5~.OSLlST.DATA, 
unit=33W,Volu~lOM4l.Di~pS~R.l)lk~iZrdU3, 
LrecL=256,18cfrVB 

MOTE: 193 records wra read frm the infile SELDOW. 
The mini- record ImOth ~1% 17. 
The nvxinn record Lewth YII 17. 

MOTE: The data set &oAK.WARI has 193 c&ervationr and 3 variables. 
WDTE: The DATA slat-t used 0.02 CW secti and 26&K. 

27 PROC SORT DATA=TRANA; 81 "CR,D CSTSEG; 

NOTE: The data set L+XK.TkANA has 15714 cbserwtims wd 20 varirbler. 
NOTE: The PKDCEDVPE SORT ured 0.22 CPU secti and 536oK. 

211 PRCC SDRT DATA="AR,; BY HCR,D CSTSEG; 
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NOTE: The date set ulsK.NARI has 193 obrerwtims and 3 variables. 
NOTE: The PROCEDURE SCW uled 0.01 CPU secti .rd SMDK. 

29 DATA TUNTDII; MERGE TRAM NARI; B" HCRID CSTSEG; 

NOTE: The data ut yXK.TUN,ryI has 15714 obrervatimr and 21 variables. 
NOTE: The DATA st.tmt utd 0.Y CPU records .rd 536BK. 

OA,A WAN; SET TRAN1ce; 
,F CA, 0, 0 THEN DELETE; 

NOTE: The data ret WRK.,RAN has 15516 observations vd 21 variabLer. 
NOTE: The DATA st.tmt ",ed 0.14 CPU sear& .m, 5368X. 

32 

: 
E 
37 

2 
40 
Ll 

13 The SAS 

12 
LJ 
14 
15 
16 
47 

NDTE: The data ret wRK.INTIVIBIIC has 3L6 cbservmticm l d 22 variables. 
NDTE: The DATA st.tme"t aed 0.09 CPU secondr wd 536BK. 

LB DATA INTRAf,NC BOX; SET INTRABIIC; 
.49 IF BOXRT=O THEN WTW, INTRAUBYC; 

50 IF BOKRl=l THEN WTPUT Box; 

DATA IUTRABX: SE, TRAY; 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .."........~.........~ 

l IDENTIFYING TNE INTRABNC CDUTRACT COST SEGIIEYTS l ; 
l BI THEIR ACCWNT NIRBERS . . 

.*....*.*......t.......................*.*...”-~-: 

IF ACCOUNT = 53127 OR ACCWNT - 53129 ; 
. . . . . . . . . . . . . . . . ..*t.............~.....~*..*...“.”.. 

l ,DE",,FI,NG AYD REMOVING BOX ROUTE CCWRACTS .: 

* FRM ,"E INTRA-B"C DATA SET . . 
. . . ..*...*...t.....*.......*.."...........~~.**..... 

SY*tM! 

BoxRT=o; 
IF R,,PE=‘ THEY BOYRT=l; 
If RTYPE*S IUD 
BOX B 0 AND TRNBE LE 300 ,"EN BOXRT=l; 
,I RTYPE = 6 AND 
BOX ) 0 AND TRCUBE LE 300 ,"EN BOKR,*l; 

NOTE: The 
uO,E: The data set MRK.BOX has 1 obaervatimr ad 22 variables. 
NDTE: The DATA rt.tMWlt used 0.02 CPU rcconds and 536BK. 

51 PRDC MEAYS DATA=SOX; 

YDTE: The PROCEDURE MEANS printed mBe 1. 
NOTE: The PROCEDURE "EANS wed 0.01 CPU records and 5516K. 

52 PRDC MEANS DATA=INTPAWC; 

NOTE: The PROCEDURE "EANS printed pwc 2. 
NOTE: The PROCEDURE HAM used 0.02 CPU reCWds ad 5516K. 

53 ma FM DA,A=IN,~ABW; 
SC TABLE. VEw*AREA: 
55 ~r.“rr**.........*....................; 

56 l CRl!Al,“G “WlCLE CAPAC1,I Fo(I AN” PO”ER 01L’I l : 
57 l mtTRACTS IN TNE INTER-B”C ACCOUNT 0; 

58 l CALQKIIIYb WE TOTAL CUBE Fo(1 EACR OBSERVATIOY l * 
39 . ..~m~....m......*.*.....*......*................~ 

"OTE: The PROCEDURE fRE9 printed plse 3. 
NOTE: Ihe PROCEDURE FRED used 0.02 CPU rUadr d 5763K. 

60 DATA INTRABMC; BE, lNTRA\BIIC; 
61 ,F "EIIGRP = 12 AND AREA = , THEN ,RNBE= 2649; 
62 IF vEHGRP = 12 AND AREA = 2 THEN ,RCUBE= 2817; 
63 IF YE"GRP = 12 AND AREA * L THEN lRCUBE= 2918; 
6L IF "ENGRP - 12 AND AREA I S THEN lRCUBE=2L33: 
65 IF "E"GRP = 12 AND AREA I 7 THEY ,RNBE= 2700; 

. . 
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66 
67 
68 
69 

IF “EKRP = 12 AYD IIIEA * 0 THEN ,RCUBE= 2854; 
IF VEHLQP = 12 AND AREA = 12 THE” TRCUBE=UZO; 
LUBE=,“DJ(IE=NW,PK; 

NOTE: The data set ‘aXK.INTuBI(c has 347 observations and 23 variables. 
NOTE: The DATA st.temmt tied 0.02 CPU stcwds and 57L3K. 

69 PRDC “EMS: 
711 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..“............ 

;; = CONSTRUCTING THE DATA SE, W THE BASIS OF ,“E =; 

:: 
l “MID L ,“E CM(TRA.C, CDS, SEWIEN, l : 
. . . . . . . . . . . . . . . . . . . . . . . ..*.....**.*............*....... 

14 The SAS System 

NOTE: The PROCEDURE MEANS printed paw 4. 
NOTE: The PRCCEDURE “EAYS use-d 0.02 CPU aeccds m-=-J 5743K. 

76 PROC SORT; BY “CRlD CSTSES; 

NOTE: The data ret mlK.IN7ra*BwC ha* X7 tiervaticfu wd 23 vwiablcs. 
NOTE: The PRDCEDURE SORT “SE-, 0.01 CPU seconds and 5743K. 

75 PRCC IIEANS NOPRINT; 8” “CR,0 CSTSEG; ID RTIPE AREA ACCOUNT YEHGRP; 
76 “AR ,R”,‘E CDS, CUBE NUITRK RL SV(LYGTR NMTRP; 
77 DUTPU, O.,,=,RAS”C2 I(EAN=,RMILE COST “CUBE “NWTRK RL SIMLNtT” 
78 NUMRP SUI =S”RMILE SCMT CUBE NUilRK SRL SLENGTR STRIP N=NOBS; 
XI . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..“........... 

bi = EL,“,NATlNG DBSERVATIDUS UIHT MISSING RCUTE LENGTH,=; 
81 l CUBE, ANNUAL YlLES or( TRUCKS . . 

82 . . . . ..*...................*..................*......... 

83 

NOTE: The data ret yoRK.TRAEM2 has 340 obrervltioru ati 23 variables. 
“DTE: The PROCEDURE MEANS used 0.03 CPU recc.d and 57555K. 

83 
84 
85 
86 
a7 
aa 
a9 
90 
91 
92 
93 
91 

DATA YISS TRAWCZ; SE, TRASX2: 
IF RL = . ,“EN RL=O; 
IF CUBE = . THEN CUBE = 0; 
IF lR",LE = . T”EN WMILE - 0; 
IF NUNTRK = . MEN NWTRK = 0; 
IF lR”lLE LE 0 
OR RL LE D DR CUBE LE 0 OR COST LE 0 M NWTRK LE D THEN OUTPUT MISS; 
ELSE DUTPU, TRABMCZ: 

. . . . . . . . . . . . ...*......*...............*...*..”.*...*.. 

l CREATING CUB’C FDDT MILES . . 
. . . . . . . . . . . . . . . . . . . . . . . . . ..“....*.*......*.“.“...... 

NOTE: The data let wRK.MlsS has 12 obrorvatims l d 23 variables. 
NOTE: The data set VMK.TRAwCZ has 320 obrerwtionl and 23 vmriabler 

,NO,E: The DATA stat-t m.d 0.02 CPU ‘ecods and 5755K. 

w 
95 
96 
97 
98 
W 
100 
101 
102 

DATA T”MX2: SET TRAS”C2: 
A”EQaE=CUBE/WUTRK; 
C”MSTCUBE=,RYIlE; 
csTcFu-cosTIcFM; 

.- “7”.““+..““..“..““..“...“......“; 
l MA” CENTERlNS ,“E Rib”,-“AND SIDE VARIASLES AND =; 
= CREA,,NG ,“E AREA DLWllES 

. . 

. . . . . . . ..*.....*.......*......**.*......**.*..**......~ 

NOTE: The data rer WRK.TRABMCZ has 326 obrervatlm ad 26 variables. 
NOTE: The DATA ltatmrnt “red 0.01 CPU %econdr l nd 5735K. 

102 
103 
104 
105 

PROC MEA”S; 
“AR COST CF” RL; 
OUTPUT CU,=M,RAB”C MEAN=HNCOST MNCFM MML; 
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NOTE: The data set KXtK.MTIuB*C has 1 observations arc 5 variables 
15 The SAS system 

NOTE: The PRCCt3tmE MYS printed pwt 5. 
NOTE: The PR- "EANS "sed 0.01 CW secondr and 5755K. 

105 DATA TRMX3; 
106 ,F -Wm. 1 MEN SE, MTRASMC; SET TRAB"C2; 
107 CFM-CFWMNCFM: 
10.3 Rt=Rt,*NRt; 
109 IF COST s 0 THEY 
110 COST=tWCOST); ELSE COS,=O; 
111 IF CFM l 0 T"EN CFM=,.OG(CFM>; ELSE CFW.0; 
112 Rt=tOG(Rt); 
113 CF"2=CF"==2; 
114 RtZ=Rt==2' 
115 CFMRL-CFM:Rt: 
116 Al = 0; IF AREA-1 ,"EN A, -1; 
117 A2 = 0; IF AREA-2 ,"EN A2 -1; 
118 A3 = 0; IF AREA.3 7"EN A3 -1; 
119 A4 = 0; IF AREA.4 ,"EN AL '1; 
120 A5 = 0; IF ARE1=5 THEN A5 -1; 
121 A6 = 0; IF AREA=6 TWEN A6 '1; 
122 A7 = 0; IF AREA-7 ,"EN A7 -1; 
123 A8 = 0; IF AREAd ,"EN AS -1; 
124 A9 = 0; IF AREA.9 THEN A9 'I; 
125 Al0 = 0; IF AREA-10 THEN A10 '1; 
126 A11 = 0; ,F AREA-11 T"EN All -1; 
127 A112 = 0; IF AREA-12 T"EN Al2 '1; 
128 

NOTE: The data set YOr(K.TRIMt3 has 32.5 observatiw and 44 variables. 
NOTE: The DATA slat-t used 0.04 CPU s~c0ds and 577OK. 

12a 
129 
130 
131 

DATA NCOA, BIICREG; SET TRABMC3: 
IF CFW=D W COST = 0 [WI Rt=O T"EW WTWT NmAT; 
ELSE WTPU, SWCREG; 

NOTE: lhe data set MRK.NOOAT has 0 obscrvstiwu snd U variables. 
MOTE: The data set MRK.BI(CREG has 328 observations ard U variables. 
NOTE: The DATA st,tmt used 0.02 CPU seconds and 5TIOK. 

131 
132 
133 
134 
135 

DATA BWCREG; SE, BIICREG; 
LVtCOST=EXP(COST): 
CFWl=EXP(CF"); L"LCFM=CFWl*"NCFM: 
RL,=EXP(RL); tVtRt=Rtl=WNRL; 

..*.*..**.r......*.....*..*.*.............."....*; 

136 l CREATING T"E WEANS FOR THE ANALISIS DATA SET l ; 
137 ..*............**.*.***..**...........*.*.*.~...; 

138 

NOTE: The &la set KIPK.BMCREt has 32B obrervltiw a-d L9 variables. 
NOTE: The DATA sf.tasmt usad 0.02 CPU teccrds ati 577OK. 

138 
139 

DATR WCREG; SE, B"CREG; ,I "EHGRP-l2 ,"EN DELETE; 

NOTE: The data sat YOIK.IKREG hms 180 obscrvaticns md 49 variables. 
NOTE: The OATA st.trsmt used 0.0, CPU ~eccds ati 5TfOK. 

16 The SAS System 

139 PROC WEANS; 
140 "AR COST cm RL tYtcosT LVLCF" LVLRL; 
.I< . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..*...........**....*....~ 
I.0 I 

162 l ES,,"A,,NC THE PRCOS RB7-1 SPECFICATIDN 
:. 

lL3 = ADDING DW" "ARlASLES FOR EACH AREA ..' 

1‘4 . . . . . . . . . ..*.*..................*...."*.........*....~ 

145 
1‘6 TlTLEl 'ESTIMATING IYTRA-BYC YARIASILI,,': 
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1‘7 TITLE2 ‘USING TRAYSLOG ED”ATIDN,DATA ARE MEAN CEYTEREO’; 
148 TITLE3 ‘INCtU)ING “ETEROSCEDAST,C,T” CC.?RECT,W’: 
149 

NOTE: The PROCEDUE *w1S printed pm 6. 
NOTE: The PROCEWL "UNS lncd 0.01 CPU seccrds ati 57&K. 

1‘9 PRCC RES: 
150 KDEL COST = ti Al2 
151 CFM CM2 it Rt2 CFYRt,ACW; 
152 11: TEST A5. A12; 
153 EYDSAS; 

NDTE: 180 obscrvaticns red. 
NOTE: 180 observltiw “Cd in c‘V,Xt,tionr. 
NOTE: Thr PROCEDURE REG prinrcd pwrs 7-9. 
NOTE: The PROCEDURE REG urcd 0.05 CPU sucds ad 6217K. 

NOTE: The SAS session used 2.40 CPU seeds w-d 621X. 
NOTE: SAS Institute Inc., SAS C-s Drik, Gary, NC USA 27513-2614 



N 
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‘ 

RCCalNl 347 
AREA 347 
FI 347 
RTlPE 347 
YWILE 347 
Box 347 
cosr 347 
FUEL 347 
"DUKE 347 
CP I Cpsl 347 
CORTIPE 347 
VEHGRP 347 
YWTW 347 
TRClBE 347 
SULYCTH 347 
YWTPP 347 
RL 347 
Cl, 0 
WXRT 347 
ClmE 347 

53127.M 
6.1066282 

%.owowo 
1.0317003 
42246S.24 

0 
500172.91 

93012.44 
251207.94 

a26w.w 
1.0547350 

10.873I9S.5 
5.6080692 

2657.36 
1343.05 

9.9971182 
162.5521037 

0 
15163.71 

0.3183514 
3.4936171 

0.219374: 
473655.10 

5337t1.9: 
lU714.38 
252632.96 

8Ul6.35 
0.3482394 
1.2658484 
6.3906311 

441.2336750 
12S6.26 

S.0254287 
123,5103&l 

0 
17a38.9S 

53127.00 53129.00 
1.0000000 12.0000000 

95.0000000 95. ooowoo 
1 .owoooo 3.0000000 

39.0000000 4051011.75 
0 0 
0 466W48.50 
0 1257n2.25 
0 2121161.25 
0 728969.38 

1.0000000 4.0000000 
3.000WDO l2.OOOoooO 

0 ‘8.0000000 
0 3000.00 
0 104e.9.40 
0 4o.ooooow 
0 767.5000000 

0 
0 

0 
136800.00 

llhe US Syst" 

COST 328 506044.42 540010.25 2M27.68 466w43.50 
cm 320 I%32272546 1361931205 1968844II.00 11135675325 
RL 328 167.1470427 124.2749061 lO.ZOWOOO 767.5000000 

Cosl 1W 12.8655689 
..- _.. 

O.Wrl>0B lO.i6i‘W9 l:.::MSM 
CfW 180 -0.3720576 1.1260398 -3.5345145 2.2427155 
PL 1.50 -0.1364027 0.7817323 -2.15611115 1.5242646 
LYLCOST 180 607490.09 661467.97 25886.81 466w4m.50 
IVLCFY 180 lZlM)3OS46 1671170501 344w310.00 11135675325 
LVLRL 1.30 191.7253S.59 143.2925928 19.35OwOo 767.5OOOOW 

5 

6 

7 



nod-al: IKoELl 
Dependent Variable: COST 

sun of nean 
source OF Sgur.. square F Velue FvobF 

wod.4 7 167.10127 23.07161 560.127 0.0001 
Error 172 7.33033 0.04262 
c Total 179 174.43160 

Root “SE 0.20644 
oep Wean 12.K.557 
C.". 1.60461 

Parmeter Estimter 

,Y,EICEP 1 13.140229 
A5 1 0.202655 
Al2 1 -0.126122 
CM 1 0.95w63 
cm2 1 0.03O653 
IL 1 -0.178253 
RL2 1 0.069024 
CFIULL 1 -O.O(RZLl 

0.02303187 
0.15253856 
0.10679860 
0.0197&43 

0.02m535 
0.032WB90 
0.04121307 

0.9530 
0.9563 

lE*,,UTIYC I”,PA-WC “lR,kB,‘17r 
“S,Ys ,RlYSLW EGUA,,QI,DA,I ME “EM CEYTEREO 
,YCLW,,YG WE,EK6CEDAS,,C,,, COSSEC,,OY 

570.524 
1.329 

-l.lSl 
‘a.425 

1.712 
-6.427 
2.156 

-1.146 

Dependent variable: CM, 

LCW lY,E,tCEP 15 Al2 CF" CM2 

IYTEPSEP o.ooce783422 0.0w3.567z24 -0.OWO33942 ~o.ww4762n -0.ooo350371 
4% O.OOO3867224 a.01477775 0.Ooo63155.34 O.oOcaO19897 -0.oOl493395 
112 -0.WOO33942 0.OW6315504 o.ws137453 0.OOO150371)1 -0.OOO1572.42 
CT" -0.ooW47620 0.000.5019(197 0.0001503781 0.00026411905 -0.000104297 
CFY2 -0.000350371 -0.001493395 -0.WO157262 -0.OW104297 O.OW5%3616 
RL -0.OOOOM936 -0.000231)308 -0.w010715 -0.OOOl34659 0.000055017‘ 
RL2 -0.000461306 -0.000522964 -0.OOO4Tp782 0.0000280043 0.0004122352 
CFYRL 0.000707(1008 O.O02Ml(lO995 0.0005w1)659 O.OW2002334 -0.w1179964 

0.0001 
o.msLl 
0.2393 
0.0001 
o.OSa7 
O.WOl 
0.0324 
0.2534 

-0.0002383M 
-0.*10715 

-0.wO134659 
0.0000550174 

O.WO528618 
O.WW5671ul 
-0.000025358 

RL2 CFMRC 

-0.WG461306 O.OW707OOO.S 
.0.00052ca64 O.W2WWW5 
-0.0004797~2 O.OOOSW8659 
O.OOW2t,O&3 0.0002W2334 
O.OW4122352 -0.w1179964 
0.0000567(131 -0.00002SJ58 
0.001OQe4438 -0.W1185493 
-0.001105493 O.W26960473 



lESII(UlIYG IYTRA-8*C VARtASILIlT 
"f,"G TRAYSLOO EWATIOMIOAIA &SE MEAN CEWIEREO 
,WCLU),Wt HE~EROSCEDASlICII~ CCWRECllOU 

oepndent Varinbke: COST 
reit: 11 Yuncr.tOr: o.wnb OF: 2 F value: 

Oeminntor: p.WzdlS Of: 172 ProbF: 

usin ACOU ntlrtn 
Of: ' 2 Chisq Vslus: 6.31998053ll1 Pmbchirq: 0.0424 

1.6107 
0.2027 
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1 OPTlWS "CO*,E; 000041w 
2 OPTlWS Ll"ESlZE=l31 "OCEYTE": 00003700 
3 l ESTI"A,I"G "III,*BL,,,ES M1 HCSS DIT1; OrJOO3900 

t 
* BY UXCUYT UTECXRY; 0000‘000 
. .."- ""......*.**.......................*......*. 000042110 

6 l RWIYC I" ,"E "CSS D*,I .: 000043~50 
7 l .~-“~~*....***~...........*..~...............~ 
8 DATA TWl; INFILE TM; 00004500 
9 ,WW, HClllD I l-5 REY t 7 ACCCUYT 9.13 MEI 15-16 FY 16-19 RTIPE 21 00004600 
10 CSTSEG S 23 YRWILE 25-38 BOX 40-U CM, 466-56 FUEL 58-68 00004600 
11 WDUAGE 70-80 CPlCOST 02-92 CO",YPE 94 VEHGRP 96-97 YUTRK W-101 00004700 
12 TRCUBE 103-107 SULYG," 109.122 "LMRP 124-126 "L 128.13B; 00004700 
13 00004100 

"NE: The infilc ,U is: 

NOTE: 8010 records acre read frm the infile TM. 
NOTE: The dam sex wRK.7MYl hat 8010 obrcrvatims wd 20 variablea. 
"OTE: The OATA stat-t uSed 0.47 CPU ScCd and 256.?X. 

14 DATA TIU"2; IYFILE TRS;. 00004500 
15 ,YP", HCR,D I l-5 RE" I7 MUX,", 9-13 MEA IS-16 FY 10-19 "TYPE 21 ooo(Y.boo 
16 CSTSEG S 23 "MILE 25-M BOX ‘O-44 COST 46-56 fUEL 58-M 00004600 
17 HDYIGE 70-80 CPlCOS, 02-92 COUTYPE 94 VEHGRP 96-97 "UUPK W-101 OOOLX700 
18 TRCUSE 103-107 SUILUG," 109-122 "WTRP 124-126 RL 126.13B; 00004700 

"O,E: The infile ,RB is: 
O~~~~~=H~O~~~.HCSS.HCWDI,~.DA,A, 
unit=3390.v~Iun=,OW6,DirprS"R,BIkti~c~B0, 
Lrec,=l6O,RccfmTB 

"OTE: 7704 records yerc rerd frm the infile TRB 
12 ,hc SIS Syrrn 

NDTE: The data bet UORK.TP.AW2 has 7704 observafim& ard 20 variables. 
"OTE: The Dli,A stat-t "red 0.43 CPU records ard 256ZK. 

19 OITI TRIIWA; SE, TM"1 TU"2; 
20 
21 ~...*........r*..r~........*...~.....**.*.*.**...*~...*.*....~....; 

22 l PEISIIIG I" THE LIST OF """SUIL OBSER"I,IO"S, "ERGIWG THE LlS, l ; 
23 * Y,,” THE TRA”SPoaTAT,cm DITA A”0 DRWPIYG THE “““SUAL DBS l ; 
24 ..r..........r......*.*....*.*.~.**....*.*~.*.*.~..*.......*..**..; 

"OTE: 7he dars set wxK.,RI"I has 15714 obrcrv8tioM anj 20 variables. 
WOE: 7he DI,I statmxnt "red 0.13 CPU record l rd 2652K. 

25 D&T& “AR,; lYr,LE BELOOY: 
26 IWP", "GRID SCSTSEG SCM; 

"OTE: Ihe infila SELDOM is: 
o~n~*"2M~.mSLISr.DArL. 
Unit=33~,Volu,OU‘l,Dir~S"R,Blkrirr=6~3, 
Lrecl.256,"utrvB 

"ox: 193 rear* UT* red frm the tnfile SELDOM. 
rhc minim record lerath wat 17. 
The main&&n record length YII 17. 

NOTE: The data ret wxK."MI has 193 obrervationr ad 3 variables. 
"OIE: The OI,L rt.tment wed 0.02 CPU aecmds and 26&K. 

27 PROC SORT DA,A=,kA”A; BY “GRID CSTSEG; 

"OTE: The dar, set UORK.,R*"& has 15714 Dbrervatiws ati 20 varisbler. 
YOTE: The PROCEDURF SORT ued 0.22 CPU sKw-d% ad SMOK. 

28 PRDC SORT D*Tl=“AR*; 8" "GRID CSTSEG; 
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32 OATI IYTPJBW; SET TRW; 
33 *..r..............*...*..*.**............~"...."...; 

34 l IDEWTlfYlYG THE IYTRAEK ccuv.AAcT CDs7 SECWYTS l ; 
33 l B” WEIR KCal”T YLMBE~S . . 

36 . . . . . . . . . . ..*.*..............*...*...*..**...*..~~*~ 

37 IF ACCWWT = 33127 C4 ACCWYT = 33129 ; 
38 ..*.*..**.....*...........~..............~............; 

39 l ,DEY,,F”,YG AWD REKWIYO BOX RWTE CCYTRICTS l ; 
40 l FRDI TM IWTRA*-BWC DATA SET . . 

41 .t*...*.......................*......**......~.-".~ 

13 The us sy*tml 

42 BOXi?T=O; 
43 IF R1IPE.L THEN BOKRT=l; 
44 IF RTIPE.3 ND 
43 BOX > 0 IYD TRNBE LE 300 THEN BOXRT=l: 
46 ,F WIPE = 6 AND 
47 BOX > 0 ND TRCUBE LE 300 THEY BOKKT=l; 

51 PROC "EMS D*TA=*ox; 

MOTE: The PROCEDURE MEANS primed pwe 1. 
UOTE: The PROCEDURE "EMS rned 0.01 CW rccw.Ar .rd 3316K. 

52 PROC MEANS OATA=,WTRM"C; 

NOTE: The PROCEDURE WAYS printed pwt 2. 
"OTE: The PROCEDURE "EMS ,“rd 0.02 CPU secti l d 5316x. 

33 

:; 
36 l mEA,,” VEHICLE CAPAClT” Fo9 I”” P-WEl DlL” l ; 
57 l CO,,,UCTS I” WE IYTER.BWC ACCWWT . . 

30 l cALOJLA,l"t ,"E TOTAL CUBE Fm EACH OESERVATIOY l : 
39 r.r.~...r..rr.~rr..~........****...**~.*~..........; 

NOTE: The PROCEDURE TWO printed p=9t 5. 
MOTE: The PROCEDVRE FREP used 0.02 CPU r~ondr Wd 3743K. 

60 OATA IWTRABK; SET IWTIUBIIC; 
61 ,F "EHGRP = 12 IWO AREA. 1 T"EY TRC"EE= 2649; 
62 ,F "EWGRP = 12 ~"0 AREA . 2 TM" TRNBE= 2817: 
63 IF "E"GRP - 12 A"0 MEA = 4 THEY TRCUBE= 2918; 
64 IF VEHGRP = 12 AWO MEI * 3 THE" 7~.CWE=2433: 
63 IF "EHGRP I 12 *wo AREA = 7 WE" TKmE= 2700: 

-. 
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64 
6? 
63 
69 

IF VEHONP = 12 MD IeEl . a T”E” TRNBE. 21134; 
IF VE”tPP * 12 MO Mu = 12 TNE" TRC”BE.2320; 
tUBEmTRtUBE*YU,RK; 

NOTE: The &t# ut y11K.lYTUWlC has 347 obcrwriw l .?d 23 vwi&les, 
“0,E: The OAlA ,t.tmrf wed 0.02 CPU Sexi-ds wd 3743K. 

w Pmc MEAYS; 
70 . . . . ..*.“...*“.-~.““.~~*.*9W.**“-*.**.. 

:: 
* CWSTRUCTIYG T”E DATA SE, Oy THE MSIS OF ,“f l : 
l WCRlD b THE CWTMC, CDS, SEMEY, .: 

73 e-.“.“....*..*....~.*...*~““~~sae~~.”.j 

14 The SlS System 

“0,E: 7he PROCfD”RE “CWS printed ~9e 4. 
NOTE: 7he PRDCEDURE ICAM Urcd 0.02 CPU sccwd ud 3743K. 

7b PKC sm1; BY “CRlD CSTSEG; 

NOTE: Th. d,t, ‘et UXK.I”TkMNC ha 547 &.wwtlo”s a-d 23 v~ri”bln. 
“0TE: The PROCEDURE SCM rnd 0.01 m w+X”.+. d 3743K. 

73 PROC “EMS “WRI”,; B’( HCRID CSTSEG: ID RTYpf MEA KIXUYI VEHGRP; 
76 “AR IMILE CDS, C”BE “WTK RL SWLNtTH “LMRP; 
77 CUTPV, Wl*TkMHC2 WE*Y=YRYILE COST “CUBE ““UITRK RL SUILYO,” 

: 
“WTRP 9.H sS”RW,LE SC0ST WSE YUITRK SIL SLEYO,” STRIP Y=YOBS; 

*........*.*..*...........**..**..””...~.*...-.; 

M * fLI”IY4,I”t OBSERVITIOIS “I”, MISSIYG RWTE LEUG,“;: 
a1 l NBE, UlYuIL YlLfS DR TRUCKS l : 

2 

l . . . . . . ..*....*............**.~..“*~..~”--. 

“0,E: The d,t” ret YCQX.,MfX2 has 340 dscrv#tlonr .“d 23 v”ri.bln. 
“0,E: The PROCEDURE MEANS “‘cd 0.03 CPU SeConLh .rd 3733K. 

f-3 
34 
03 
M 
a7 
83 

rl 

OLTI “,SS TRM”C2; SET nwYC2; 
IF RL - THE” RL=O; 
IF WEE = . THE” CUBE = 0; 
IF INILE = . THE” YRMILE = 0: 
,F YUTRK l . THEY l”MTIK = 0; 
IF YRNllE LE 0 
o(I RL Lf 0 m CUllE Lf 0 011 COST LE 0 C# WVllK LE O THE” WTWT MISS; 
ELSE WTWT TRM”C2; 

91 . ..*.*r...~+.~.+“*“~.~~~*.~.~~“~-. 

92 l CREATIYC WBlC FOOT MILES . . 

93 
. ..“......t..**“...**~.“~**.- --; 

94 
93 

DATA lF.AfX2; SET W.S”C2; 
AHDBf~E/“WTRK; 

E 
CFK-AYEME*YRMlLE; 
CSlCFlMBTICFM: 

9a tmtmmw “rr”.....“.......“........“; 

W l ,,fM Cf”,ERI”G ME RIO”,-“ND SIDE VABIABLES MD l ; 
100 l CREATIYG 1”f AREA DW(IES . . 

101 . . . . . ..*............*.~.“9-4..~*s99-.9---..*.. 

102 

“0,E: The tit. set WRK.TRABMCZ has 320 obsrrvntiarr w-d 26 variables. 
“0,E: ,hc DI,A rtsrant “se., 0.0, CP’J %cc~“-d. ud 3733K. 

102 PRCC MEANS; 
103 “IR COST Cf” 1IL; 
lO4 o.JTwT Lu,=+mAfnc “EAN.*“CM* ““CFM ““RL; 
103 
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NOTE: The d,t. ‘et yoLIK.Y,P.AB*C h,r 1 obrcrvalimr .nd 3 variable. 
13 The US Systr 

NOTE: The PRCrmCIl *GUS printed page 3. 
YDTE: The PRocmUr YlyS u.ed 0.01 CPU aecti and 3753K. 

103 
VI6 .__ 
107 
108 
1w 
110 
111 
112 
113 
114 
113 
116 
117 
118 
119 
120 
121 
122 
123 
124 
123 
126 
127 
128 

DATA TUWCJ: 
,F -“- * l~,I(E” SE, W,IuB*C; SE, TAABYCZ; 
c~w-cwMNcF*: 
IL=RL,Y”IL: 
IF COST a 0 TWE” 
COST=Lffi(COST); ELSE COS,=O: 
IF CT” P 0 THE” CFll=LoG(CFW): ELSE CFW=O: 

A, = 0; ,F AREA=, T”E” Al ‘I; 
A2 = 0; IF AREA-2 THE" A2 '1; 
U - 0: If AREA-3 THE” A3 ~1: 
A4 a 0; ,F AREAs THEY A4 81; 
13 2 0; IF AREA-3 THEY A3 81; 
A6 = 0; IF AREA-6 THE" A6 '1; 
17 = 0; Ii AREA=7 THE” A7 ~1; 
A8 = 0; IF AREAd THE” A8 =l; 
A9 = 0; IF AREA-9 WE” A9 81; 
~10 I 0; IF AtEA=lD THE” Al0 .l; 
11, = 0; If APE**11 l”f” All -1; 
112 * 0; Ii AREA=12 ,“EY Al2 =l; 

NOTE: fhe data ret UORK.,RABYC3 has 328 obsbrervationr vd 44 vwiabln. 
YOTE: The DATA rt.rmr used O.D4 CPU l cwds u-d 377OK. 

128 DATA “COAT BWCREG; SE, TRAB”C3; 
129 IF CT”=0 MI COST = 0 LX RL=O ,“EY WTW, YZIAT; 
130 ELSE WTWT BMCREG: 
131 

NOTE: The data set MRK.“001, ha% 0 observltims and 44 variables. 
“NE: The data scr YDRK.BYCnf6 ho‘ 328 obrervstimr .nd 44 v.ri.bles. 
NOTE: The DATA statement used 0.02 CPU rccondr md 377OK. 

131 
132 
133 
134 
13s 
136 
137 
138 

DATA BKREC; SET BIICPEC; 
LVLCOST=EXP(COS,); 
CFMl=EXP(CF”I; L”LCF”-CFYl*““CFW; 
ILl=fXP<*L~; LVLPL=RLl*u”IL; 

. . . . . ..*....~..*...*..*.*.....**..............”... 

* CREATlWG THE YEAYS Fo11 THE A”ALlS,S DATA SE, *; 
. . . . . . . ..**........."*....*.....*....*.+9*..."-. 

YOIE: The data set YO(LK.BMCREG has 328 ckxervatiw and CV variables. 
NOTE: The DATA rtrt~t ‘aed 0.02 CPU rumds l nd 3nDK. 

131) 
139 

DA,k-t; SET WCREG; IF VEHtkP=l2 ; 

“NE: The tits set mK.fWI(fG ham 148 cbrervatim~ l nd 49 vwiabln. 
NOTE: The DATA st,temt used 0.01 CPU r.xm.,s ati 577OK. 

16 The SAS Syst”‘” 

139 PRDC “EAYS; 
140 “AR COST CF” RL LYLCOST LVLCFM LVLRL; 
141 .,....................*.~..*......*..*..*..**.........; 

142 l ES,,HA,,WG 7% PRC’S *.37-1 SPECfICAlIW . . 

143 l ADDIN DU”M, VARIABLES FOll EACH AREA .;’ 

144 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..~......*... 

143 .’ 
146 ,,,LEl ‘ES,,NA,,“t IWTRA-BYC VARIABILITY’; 
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147 TITLE2 ‘US,% TRANSLDC EWATIOW/DATA ARE WEAN CEUTERED’; 
14a TITLE, ‘IWCLLDING HETEROSCEDASTICIl, CORRECTlO”‘: 
149 

NOTE: The PRaEDuL YLlS pcintcd ,=9e 6. 
NOTE: The PROCEW YulS -cd 0.01 CW recwdr and 37&K. 

149 PRQ IEG: 
130 *COEL COST = A3 Al2 ; 
131 CT” CFY2 RL RL2 CFRRLIACO”; 
152 11: TEST b3. 112; 
133 EWDSAS; 

YOTE: 148 obr~rvlti~~ red. 
NOTE: 140 obscrvatims used in conprratiw. 
YOTE: The PROCEDURE RED printed w9M 7-9. 
NOTE: The PROCEDOllE RED lned 0.04 CPU suds and 6217K. 

NOTE: The 54s retrim used 2.31 CW rwcds arrl 6217K. 
NOTE: SAS lnrtitute Inc., SAS Cvrpu Drive, Gary. NC USA 27513-2414 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T1 3-11. 

(4 You state on page 27, lines 15-l 7, of your testimony that you can account ‘for the 
possibility of non-volume related regional variation in cost by including dummy 
variables for each region in the econometric specification.” Does this technique 
also allow you to account for volume-related regional variations in cost? 

@I If there are volume-related regional variations in cost, is your model specified in 
such a way as to allow you to take them correctly into acwunl? Please describe 
the basis for your answer. 

UPS/USPS-T13-11 Response: 

(4 Volume-related variation in cost is captured through investigaiing the variation in 

both costs and volume (cubic foot-miles) across contracts. The cross-sectional data 

base includes the variation in costs and volume (cubic foot-miles) across regions. 

If contract cost segments in any particular region happen to have higher cubic foot- 

miles than other regions, then that fact would be captured by the recorded cubic 

foot-miles on those contract cost segments. In addition, each observation includes 

the wet for the wntract wst segments, so the volume-related variation in cost is 

captured through estimation of the cost/volume (cubic foot-mile) relationship across 

all of the contract cost segments. 

(b) Yes. Volume-related variations in cost across regions would be captured in a cross- 



3757 

Page 2 of 2 

Response of United States Postal Service Witness Bradley 
to 
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sectional database by a regression of cost on volume (cubic foot-miles). In fact, the 

cross-sectional regression analysis accounts for both within-region variation in 

volumes and cost, as well as across-region variations in volume and cost. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-Tl3-12. Would you expect contractor fuel CEO.& to be less volume-related, as 
volume-related, or more volume-related than total contractor costs? Please describe the 
basis for your answer. 

UPS/USPS-T1 3-l 2 Response. 

I don’t have an expectation either way. On one hand, I would expect fuel consumption to 

be fairly closely related to the mileage component of cubic footimiles. On the other hand, 

regional varfations in fuel prices could bear no relationship to cubic foot-miles. Because 

fuel cost is a combination of price and fuel usage, these two factors work in opposite 

direction and are potentially offsetting. 

Please note that the variable that represents fuel cost in the HCSS extract should not be 

used to investigate this hypothesis. As explained in my response to OCA/USPS Tl3-7, 

the Postal Service pays the total cost specfied in the contract, but it is up to the contractor 

to decide how to allocate the total cost across the various types of costs that comprise the 

cost statement. This allocation has no bearing on the amount of payment. Thus, the 

allocation of costs to various fields like fuel cost or hired driver waiges is arbnrary and 

cannot be used in an analysis of purchased highway contract costs. 
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Interrogatories of United Parcel Service 

UPS/USPS-Tl3-13. The econometric results presented in Table 7 allow the constant 
terms of the translog costs models to take different values in the different regions of the 
country. Did you estimate, test, or examine any models based upon specifications that 
allow other translog cost model coefficients to take different values in the different regions 
of the country? If so, please provide copies of all computer programs, outputs, and other 
results produced in the course of these investigations. 

UPS/USPS-T1 3-l 3 Response: 

I did not perform any of the alternative analyses that you describe for two reasons. First 

except for the intra-SCF and box route categories them are not enough data in each of the 

regions to permit accurate estimation of separate coefficients. As :shown in the table 

below, even in the case of inter-SCF, where there are many observations, the distribution 

of data across regions is uneven. Some regions are more populous and require more 

transportation and there are several regions for which there are not sufficient observations 

to accurately estimate separate coefficients. 

Second. because I have a cross sectional data base, I wanted to allow for not only the 

variance in areas but also across areas. This approach permits more efficient estimation 

and generates the single, national number required for the volume valriability calculation 
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I ’ Dlstnbution of Inter-SCF Observations Across Regions I 

VAN CONTRACTS TRACTOR TRAILER 
CONTRACTS 

I 11 I 63 I 27 

12 39 
311 

All 962 66’9 ] 

.,. .-_ . . . . _,~ 
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UPS/USPS-Tl3-14. Consider as an example an Intra-City contract whose volume, route 
length, etc., were equal to the mean values of the contracts used in the econometric 
analysis whose results are reported in Table 15. Based upon the resutts of your 
econometric analysis, what percentage change in costs would you expect to see in 
response to a 1% change in the volume associated with this contract, holding all else 
equal? Please explain the basis for your answer. 

UPS/USPS-T13-14 Response: 

My analysis is not designed to forecast the change in cost associated with a change in 

cubic foot-miles on any one contract. Instead, it is designed to mleasure the overall 

response in cost to a sustained increase in cubic foot-miles. Wti that ‘caveat in place, the 

econometric equation would predict that a 1 percent increase in volume would lead to 0.65 

percent increase in the cost of that contract. 
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UPS/USPS-Tl3-15. Consider as an example all of the Intra-City contracts for purchased 
transportation entered into by the Postal Service. Based upon the results of your 
econometric analysis, what percentage change in total costs would you expect to see in 
response to a 1% change in the’volumes associated with all of these contracts, holding all 
else equal? Please explain the basis for your answer. 

UPS/USPS-Tl3-15 Response: 

I interpret your question to imply a 1 percent increase in volume (cubic foot-miles) on Intra- 

di contracts nationwide. The econometric equation would predict that 1 percent increase 

in cubic foot-miles would lead to an increase in cost of about 0.65 percznt. 
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UPS/USPS-Tl3-16. Consider as an example all of the IntraGity contracts for purchased 
transportation entered into by the Postal Service. How much of an increase in total costs 
would you expect to see if, for each contract in the category, the Postal Service entered 
into a second identical contract? Please explain the basis for your answer. 

UPS/USPS-T13-16 Response: 

I presume that when you use the term identical in your hypothetical, that it implies identical 

cost on each of the new contracts. If so. the only possible outcome is a doubling of total 

cost for the category. Of course, this is not how actual costs would react to a doubling of 

cubic foot-miles. Because the vanability of Intra-City contracts is less than one, a doubling 

of cubic foot-miles would lead to a less-thandoubling of costs. 

-. 
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UPS/USPS-TI3-17. Consider as an example all of the Intra-City contracts for purchased 
transportation entered into by the Postal Service. How much of an increase in total costs 
would you expect to see if, for every tenth contract in the category, the Postal Service 
entered into a second identical contract? Please explain the basis for your answer. 

UPS/USPS-T1 3-17 Response: 

To answer this question, let us describe the set of all IntraCity contracts as C. Let each 

contract in the set be represented by its annual cost, C,, where the subscript indexes 

across the contracts. We then can defiile a subset of contracts C’ where C’~is made up 

of the contracts that were selected by an every-tenth-contract selection rule. In other 

words, 

C' = {Cj 1 j = 10,20,30,. . .} 

Using this definition, we can define the total cost associated with this subset of contracts 

as C, , where: 

I would expect total cost in your hypothetical to increase by the amount E, . of course, this 

is not how total costs actually react to the implied increase in cubic fookmiles. Because the 
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variability of Intra-City contracts is less than one, the increase in cost would be 

proportionately smaller than the increase in cubic foot-miles. 
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UPS/USPS-Tl3-18. Consider as an example all of the IntraGity contracts for purchased 
transportation entered into by the Postal Service. How much of an increase in total costs 
would you expect to see if, for every hundreth contract in the category, the Postal Service 
entered into a second identical contract? Please explain the basis for your answer. 

UPS/USPS-T1 3-l 8 Response: 

To answer this question, let us describe the set of all Intra-City contracts as C. Let each 

contract in the set be represented by its annual cost, C,, where the subscript indexes 

across the contracts. We then can define a subset of contracts C’ where C’ is made up 

of the contracts that were selected by an every-one hundredth-contract selection rule. In 

other words, 

C’ = {C, ( k = 100,200,300,. . .) 

Using this definition, we can define the total cost associated with this subset of contracts 

asd, , where: 

I would expect total cost in your hypothetical to increase by the amoumt C, . of course, 

this is not how total costs actually react to the implied increase in volume. Because the 
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variability of IntraCity contracts is less than one, the increase in cost would be 

proportionately smaller than the increase in cubic foot-miles. 
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UPS/USPS-TI3-19. 

(4 In your opinion, do the characteristics (Le. volume, route length, number of routes, 
number of trucks, etc.) of the Postal Service’s contracts for purchased transportation 
reflect efforts on the part of the Postal Service to obtain these servicesat the lowest 
possible cost? . 

(b) In attempting to obtain purchased transportation at the lowest possible cost, is the 
Postal Service free to select whatever contract characteristics it believes are optimal 
from its point of view, or are there constraints on the ability of the Postal Service to 
alter contract characteristics? What are the nature of any such constraints? 

UPS/USPS-T13-19 Response: 

(a) No. It is my understanding that the Postal Service, through the contracting process, 

attempts to get reliable transportation service at the lowest possible cost. It does 

not simply minimize cost because it requires reliable transportaition service. 

(b) It is my understanding that the Postal Service is free to pick whataver characteristics 

they require as constrained by applicable federal and state laws. 
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UPS/USPS-T13-20. In reference to Table 15 of your testimony and the HCSS database 
(WP-l), please identify the HCRID observation number corresponding to each of the 
eliminated observations in Table 15 by category. 

UPS/USPS-T1 3-20 Response: 

A complete listing of the eliminated observations and their account numbers is presented 

on pages 131 through 134 of my [Docket No. MC97-21 Workpaper WP-.7. However, for 

convenience, I reproduce the relevant HCRlDs here and arrange them by the regression 

categories listed in Table 15. Also, please note that the duplication of certain HCRlDs is 

not an error. This duplication occurs because there is more than olne contract cost 

segment for those HCRIDs. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T1 3-21. Your testimony in Docket No. R87-I (USPS-T-g) included an analysis 
of time series data for selected inter-SCF and inter-BMC contracts (Tr. 12/8670). Please 
state whether you have subsequently conducted any variability-related analyses of USPS 
purchased transportation costs based on time series data. If so, please describe the 
particulars of all such analyses, including the mode of transportation, the time period 
covered, the econometric model or other estimation methodology applied, the data sources 
used, the results of the analyses performed. and any conclusions drawn from the analyses, 

UPS/USPS-T1 3-21 Response: 

I have not conducted any subsequent variability-related analyses of USPS purchased 

transportation costs based on time series data. 



3773 

Page 1 of 1 

Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T13-22. With reference to equation (1) at page 6 of your testimony, please 
confirm that the variability of a particular contract or route jmight be different from the value 
of the 8, coefficient if that contract’s CFMj and RLj characteristics differ from the mean 
values CFM and RL, respectively. 

UPS/USPS-T13-22 Response: 

I would caution against applying the equation to an individual contract for the purposes of 

calculating a variability. The estimated variability measures the responsiveness of cost 

across all contracts in the cost pool. As the Commfssion stated in Docket No. R87-1:’ 

We believe that, using the translog model with 
the extensive data set available, the variability 
levels estimated reflect the entire range of cost- 
affecting changes. 

Nevertheless, as a mechanical matter, I agree that if the equation is evaluated at values 

for an individual contract whose CFM and RL characteristics differ from1 the mean values, 

the calculated variability will not equal 8,, 

‘a. PRC Op., R87-1, at page 308. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T13-23. In reference to page 14 of your testimony, please confirm whether the 
HCSS data set represents substantially all of the purchased highway transportation 
contracts for which Cost Segment 14 - Highway costs were accrued during FY1995, and 
explain the source of any differences between the total dollar amounts recorded. 

UPS/USPS-T13-23 Response: 

Confirmed. Differences will arise between the total dollar amounts recorded across all 

contracts in HCSS and the amounts recorded in the cost accounts because HCSS 

captures the annual rate at which contractors are paid and the cost accounts capture the 

actual payments. The actual payments will differ from plan because of factors like 

exceptional sewice and extra trips. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T13-24. Please confirm that purchased highway transportation contracts 
include costs associated with loading and unloading mail onto and from vehicles. Please 
explain your answer. 

UPS/USPS-T13-24 Response: 

Partially confirmed. The purchased highway transportation contracts specify that the 

contractor allow for sufficient time for loading and unloading. In many instances, the 

contractor will lOad and unload the vehicle. In these cases, the cost of loading and 

unloading are included in the contract cost. However, to the extent that trucks are loaded 

and unloaded by Postal Service mail handlers, the costs are not included in the contract. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T13-25. In reference to your response to FGFSAIUSPS-T13-25, please 
provide the HCRID number for each contract in your sample of highway contracts that does 
not specify round-trip transportation, where “round-trip” denotes a route that begins and 
ends at the same location. If this information is not available, please provide your best 
estimate of the proportion of contracts in each category (Box Route, Intra-City, etc.) that 
are not round-trip contracts. 

UPS/USPS-T1 3-25 Response: 

The requested information is not available. I am not able to provide ;s numerical estimate, 

but I would think that the frequency is small, 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T13-26. In reference to your response to UPS/USPS-Tl3-10, please indicate 
what statistical test or tests are appropriate to apply in distinguishing the variabilities of 
different pools of contracts. 

(4 Did you apply any of these tests in connection with your adjustments for 
within account heterogeneity, as described at pages 35 to 41 of your direct 
testimony? Please provide a complete description of all such tests, and your 
conclusions concerning the most appropriate segrega’tion of contracts for 
each pool of contracts. 

UPS/USPS-T1 3-26 Response: 

In my response to UPS/USPS-T13-10, I compared the variability from my testimony for 

intra-BMC contracts of 97.4% with the variability calculated from your proposed splitting 

of the power only and regular intra-BMC contracts. That second variability is 96.9%. 

Because of the extremely small difference between these two numbers, I felt that there 

was no statistical test required. However, if one would like to perform a statistical test, one 

could calculate a t-test for the null hypothesis that the original variability of 97.4% is 

statistically different from the combined variability of 96.9%. Specifically. consider the 

following null hypothesis: 

4,: Ps = P,, 

where S, is the variability calculated on the split sets of contracts and j$ is the variability 

calculated on the combined data set. To test this hypothesis, one can calculate a t- 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

statistic: 

In calculating the standard error of the split variability, one must recognize that the split 

variability is the weighted combination of the estimated variabilities from the individual 

equations: 

where the 8, are the cost weights. To find the standard error of,)3 one first finds the 

variance. The variance can be calculated with the formula for the variance of a sum: 

V(aX + bY) = a202x + b202, + 2abo, 

where a’gnd b are parameters and X and Y are the random variables. In the current 

application, the two random variables, the S,, are independent; otherwise, they should not 

be estimated separately. Their covariance can be set to zero. Application of this formula 

thus yields the following expression for the standard error of the split variability: 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

q$ = e2sr ,J2Ps, + e2s2 02P‘, 

The information necessary to calculate this standard error is presented in my response to 

UPS/USPS-T13-10. The weights are the relative cost pools presented on pige 2 of 

UPS/USPS-T13-10 and the variances can be extracted from the attachment to that 

interrogatory response. Substitution of the individual pieces into the t-statistic formula 

yields a calculated t-statistic of -0.2715 which is far below the critical value of 1.96. The 

null hypothesis of no difference in the variabilities cannot be rejected. 

(a) I did not have to calculate the t-statistics. Inspection of the relevant variabilities and 

standard errors reveals that the null hypothesis of equality of the variabilities would be 

rejected in both cases. 

y-3 

:..,. .~ 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T13-27. Referring to pages 33 and 34 of your testimony, please provide 
responses to the following: _ 

a. Identify the HCRID number for each of the 77 annual contracts (as distinguished 
from the 611 per-trip contracts); 

b. Provide a complete summary of the terms and conditions under which the Postal 
Service contracts for plant-load transportation, including any differences in per-trip 
vs. annual contract specifications; 

C. Explain why per-trip plant-load contracts are not inherently 100% volume variable; 

d. Provide the results of any statistical tests you have run to determine the relative 
variability of per-trip vs. annual plant load contracts, including a description of all 
such tests, test results, and your conclusions. 

UPS/USPS-T13-27 Response: 

a. As shown in Table 2 on page 17 of my testimony, the account number for plant load 

annual contracts is 53134. 

b. This part of the interrogatory has been redirected. 

C. Just because a contract specifies payment on a per-trip basis does not mean that 

it cannot include the effect of economies of scale. Plant load contracts that 

anticipate a large number of trips per year can be bid at a rate associated with a 

large annual contract. To the extent that plant load transportation is subject to 

economies of scale, the cost per cubic foot-mile on these relatively large plant load 
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to 

Interrogatories of United Parcel Service 

contracts could be below the cost per cubic foot-mile on relatively small plant load 

contracts. 

d. I have not performed the statistical tests referred to in the question for three 

reasons. First, the estimated plant load variability is 94.66%, which is consistent 

with other tractor trailer variabilities. Second, I have no reason to believe that a 

difference in method of payment would cause a difference in the variability. Third, 

there are only a small number of plant-load annual contracts, I am skeptical that an 

accurate variability can be estimated for this small set of contracts alone. 
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Response of United States Postal Service Witness Bradley 
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Interrogatories of United Parcel Service 

UPS/USPS-T13-29. Referring to Exhibit USPS-138 of your testimony, please explain 
whether it is more or less appropriate to use annual cubic foot miles instead of HCSS 
accrued costs in weighting thesubaccount split variabilities. 

UPS/USPS-T13-29 Response: 

I would recommend using accrued costs as I have shown in Exhibit USPS-13B. The 

accrued cost for the entire account is the sum of the accrued cost for the subaccount cost 

pools: 

c = c, + c, 

The volume variable cost for the cost pool is also just the sum of the volume variable costs 

for the subaccount cost pools: 

WC = WC, + WC, 

The volume variable cost for the account is defined as the accrued cost multiplied by the 

(unknown) elasticity e. 

WC = CE. 

Similarly, for each of the subaccount cost pools, the volume variable costs are the product 

of the subaccount cost pool accrued cost timed the subaccount estimated variability: 

wc,=cic;, 1=1,2. 
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Interrogatories of United Parcel Service 

Substituting these last two expressions into the definition of the volume variable cost for 

the entire account yields: 

WC = Cc = C,E, + C,E, 

or, 

E = c, c, + c*c2 
C 

This is exacily the formula that appe?Js in Exhibit USPS-l 38. 

. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T13-30. Referring to pages 5 and 6 of your testimony, and Exhibit USPS-13B, 
please explain why it would not be preferable to evaluate overall Inter-!XF variability at the 
overall, mean values of the data for both vans and trailers together instead of using 
separate mean values for evaluating variability for each of the two regression equations. 

UPS/USPS-T13-30 Response: 

Calculation of the variability requires evaluation of the equation at i,ts sample mean. If 

there were a single equation for the inter-SCF account, then that equation should be 

evaluated at the sample mean for all of the data for the account. Bec:ause there are now 

two equations for the account, each with their own supporting data set, each equation 

should be evaluated at its own sample mean. 
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to 

Interrogatories of United Parcel Service 

UPS/USPS-T13-31. Please confirm that the objective of your econometric analysis is to 
determine the volume variability relationship between the total cost of each identified 
component of purchased highway transportation accrued cost (m. Intra-City contracts), 
and the indicated cost driver (a, cubic foot miles). Please explain any noncontirmation. 
including any additional assumptions required for the results indicated. 

UPS/USPS-T13-31 Response: 

Confirmed. 
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Interrogatories of United Parcel Service 

UPS/USPS-TI3-32. Please confirm that your volume variability analysis seeks to 
determine the volume variable costs of a fixed bundle of services whose proportions stay 
the same as total volume increases. Please explain any nonconfirmation, including any 
additional assumptions required for the results indicated. 

UPS/USPS-T1 3-32 Response: 

Not confirmed. There is no requirement in my volume variability analysis that specific mail 

classes on the trucks stay in fixed proportions as volume grows. 

-.. ~_... 



Page 1 of 1 

Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T13-33. Please confirm that it is appropriate to use cubic foot miles as the 
distribution key for specific categories of purchased highway transportation costs provided 
that cubic foot miles vary in proportion to mail volume for each class of service. Please 
explain any nonconfirmation. including any additional assumptions required for the results 
indicated. 

UPS/USPS-T1 3-33 Response: 

Not confirmed. It is appropriate to use the product-specific proportions of cubic foot-miles 

when it is not possible or practical to econometrically estimate the elasticity of cubic foot- 

miles with respect to volume and when the product-specific proportions alre thought to be 

good estimates of those elasticities. Moreover, please recognize that the proportionality 

assumption applies to small changes in volume, it does not apply to changes in volume 

through time. That is, the use of the product specific proportions of cubic foot-miles 

requires that those proportions represent the true proportions of the cost clnver caused by 

each class at a single point in time. 
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to 

Interrogatories of United Parcel Service 

UPS/USPS-T1 3-34. Please confirm that if cubic foot miles do not vary in proportion to 
mail volume for a given class of service, it is appropriate to multiply the cubic foot mile cost 
elasticity from your analysis by the elasticity of cubic foot miles with respect to mail volume 
in determining volume variable costs for that class of service. Please explain any 
nonconfirmation, including any additional assumptions required for the results indicated. 

UPS/USPS-T1 3-34 Response: 

Not confirmed. It is always appropriate to multiply the cost driver elasticity by the elasticity 

of cubic foot-miles with respect to volume, whether cubic foot-miles vary in proportion to 

mail volume or not. In cases in which that elasticity cannot be accurately estimated or 

when the elasticity is thought to be proportional, the use of the product-specific proportions 

of the cost driver (cubic foot-mile) is appropriate. 
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Response of United States Postal Service Witness Bradley 
to 

Interrogatories of United Parcel Service 

UPS/USPS-T13-35. Please refer to page 12 of your testimony, and to the HCSS 
database. 

(4 In addition to the seven “key variables” you list on page 12 of your 
testimony, please identify and describe the specific information that 
is available in HCSS for each contract. 

(b) Provide a record layout and definitions of the HCSS database. 

UPS/USPS-T1 3-35 Response: 

a. An objection to this part of the interrogatory has been filed. 

b. The record layout for my HCSS database is provided in [Docket No. MC97-21 
. 

Workpaper WP-1. I am not familiar with and have not seen the record layout and 

definitions for the entire HCSS. To acquire the data necessary for updating and 

refining the Commission Docket No. R87-1 analysis, I simply requested those data 

from HCSS experts. A complete listing of the variables that I requested and how 

they are constructed is presented in Workpaper WP-1. 
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CHAIRMAN GLEIMAN: Does any participlant have 

additional written cross-examination for Witness Bradley? 

[No response.1 

CHAIRMAN GLEIMAN: Mr. Wells, any additional 

written cross? 

Then we will move on with oral cross-examination. 

American Business Press, Florida Gift Fruit 

Shippers Association and McGraw-Hill, Inc., halve requested 

cross-examination of the witness. Does anyone else care to 

cross-examine this witness? 

[No response. 1 

CHAIRMAN GLEIMAN: There doesn't appear to be 

anyone else. 

Mr. Feldman on behalf of American Bu~siness Press. 

MR. FELDMAN: Thank you, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. FELDMAN: 

Q Dr. Bradley, the purpose of USPS-T-13 in general 

is to measure the variability of purchase highway 

transportation costs, .is it not? 

A Yes, sir. 

Q But that is the basic purpose of it? 

A Yes, sir. 

Q In your discussion of the various transportation 

accounts, you found that there were differences in the 
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volume variabilities, did you not? 

A YE-S, sir. 

Q Thank you. Would you say that the greatest 

differences in volume variability are present in the highway 

accounts, namely the Inter-SCF accounts where the difference 

between the variability found and 100 percent tends to be 

the greatest? 

A I'm not sure I understand the question. 

Q I will rephrase it. 

A Thank you. 

Q Several of the accounts show variabilities of 90 

percent plus, do they not? 

A Yes, they do. 

Q And Inter-SCF Highway, using that asi an example, 

is one of the accounts that consistently shows a variation, 

variability under 90 percent, does it not? 

A That's correct. 

Q In your own words, what would be your explanation 

of that, aside from obviously your equations produced that 

result, but as an observer of this in several cases, do you 

have an opinion on that? 

A Yes, I do. 

It is my belief that the variability for Inter-SCF 

and for that matter for Intra-SCF are lower because they 

reflect the nature of that transportation as cpposed to -- 
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1 > think you mentioned it -- if not, the BMC transportation. 

2 In the Inter-SCF and the Intra-SCF iaccount 

3 categories, the transportation is in smaller Itrucks over 

4 shorter distances, and therefore the Postal Service has a 

5 variety of ways, a lot of flexibility in the way that it 

6 could respond to volume changes. 

7 As we move to something like BMC transportation, 

8 where it is long distance, and you have less 

9 substitutability in terms of the types of trucks, there the 

10 costs tend to rise more proportionately with volume. 

11 Q Would it be fair to say that where you have an 

12 account, where there is a relatively low volume variability, 

13 using the two accounts that you just mentioned as examples, 

14 that there is a correlation between volume variability and 

15 what we have heard today described as unused capacity? 

16 A I have not reviewed the capacity utilization by 

17 mode of transportation, that being account, so I really 

18 couldn't comment on whether it is a positive or a negative 

19 correlation. 

20 There could-w&a be one, but I have not seen 

21 evidence of it. 

22 Q I'm going to ask you just to clarify a response 

23 you made to American Business Press, T-13-5, directed to you 

24 and responded to by you, if you can find that and indicate 

25 that, we'll ask a question about that. 
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A I have it. 

Q Thank you. 

Could you try to just make a bit more clear what 

you meant by saying that a particular route trip could be 

included in different accounts, depending on the account 

classification and the nature of the transportation of the 

contract that pays for the route trip? 

That was your response and you did refer to a 

Florida Gift Fruit Shippeers' discussion as well, but I 

think it might be helpful if you don't mind, in llight of 

again some of the discussion today if you would clarify how 

a highway trip, for example, that is, say, from a BMC to a 

BMC or a BMC to an ADC, how do some of these trips get 

categorized into the now-famous four highway accounts? 

A Let me specifically address the language of the 

interrogatory and attempt to clarify that, and then I will 

give you a more general answer. 

Q Thank you. 

A In particular, I was trying to make the point here 

that a particular route trip, which as Witness Nieto . 

described, is perhaps one or more segments between 

facilities, could end up being part of two different 

accounts, and I think the best way to explain it perhaps is 

by example. 

Let's suppose we have two SCFs that are side by 
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side, not too far from a BMC. 

Well, to the extent that a route tri.p for example, 

a simple one, was the transportation between those two SCFs, 

that could be part of an inter-SCF contract if it was only 

associated with that. 

However, it is possible that the BMC for that area 

could also serve those SCFs, so a route trip could 

include -- a routing could include BMC, SCF-A, SCF-B, and so 

that individual route trip, if it is on a diffierent contract 

and a different type of transportation, could end up 

intra-BMC. 

Q Just again more for clarity than anything else, 

when you talk about different trips, different segments, are 

we talking about one contract where the local transportation 

office is making decisions at the local level as to the best 

and most efficient way to route the mail? 

A Most likely, the scenario I described would be one 

local transportation decisionmaking unit, but would end up 

being two contracts. 

It wouldn't have to be but most likely it would be 

because one would be a BMC contract and one would be an SCF 

contract. 

It doesn't have to be so, but my experience would 

suggest it probably would it. 

Q But again, the decision to route mail originating 
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in a particular facility and destinating in another facility 

ultimately is -- is it the nature of the contract, if you 

know, that governs that route or is it sort of a decision 

flow model where managers are making adjustments as volume 

ebbs and flows through the system? 

A I would characterize the transportation contract 

as a mechanism to solve the flow model problem. That is to 

say, transportation experts would work with mail processing 

experts to figure out what transportation they needed to get 

the mail where it had to be at the time they needed it and 

based upon those determinations then they would let the 

contracts. 

Q And are contracts per se, as you have seen them, 

classified as Inter-BMC, Inter-SCF? These account numbers 

that you use of course for your work but are these the 

categorizations of the contracts themselves? 

A I am not sure. Let me try. 

Q Again, if you don't know, that's perfectly all 

right. 

A Certainly my experience in talking to postal 
. 

transportation experts%hat they think of contracts in this 

way. You know, in a discussion about Inter-BMC or Intra-SCF 

23 '&is-&+ not as if this is some accounting definition they are 

24 not familiar with. 

25 Q Is the -- perhaps to phrase it another way -- is 
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1 the contract designed to move mail? We'll just again use 

2 surface, stick to surface, and we'll even just stick to 

3 highway from Point A to Point B and Point A may or may not 

4 be a BMC, Point B may or may not be an SCF. 

5 Is that perhaps a better way to phrase it than to 

6 categorize a contract, a route contract, as an Inter-BMC 

7 contract or and Inter-SCF contract? 

a A Sorry, as I understand your question, the contract 

9 designation -- 

10 Q Yes. 

11 A -- is more than a simple accounting designation. 

12 It is a meaningful term in terms of the nature of 

13 the transportation as well as you pointed out the facilities 

14 served, and so if you would talk to a postal transportation 

15 expert about an Inter-BMC contract, that would mean 

16 something in terms of not just the fact that it goes to BMCs 

17 but it is also likely to be long distance. It's going to be 

18 tractor trailers and so on and so forth. 

19 Q And it would also relate, would it not, to the 

20 facilities within the BMC area that destinating mail going 

21 to the BMC ultimately has to be transported to? 

22 A It would relate to the facilities to which the 

23 mail ultimately destinates? 

24 Q Yes. In other words, there are, and excuse me if 

25 I am wrong, I think there are something like 21 BMCs -- 

3796 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3797 

A Right. 

Q -- and a number of larger facilities associated 

with them, so choices are made, are they not, when these 

contracts are let, not simply to choose a BMC or even an ADC 

as such but rather the need to get mail to a particular 

geographic area and use the facilities available to do that 

in the most efficient way possible? 

A Subject to the nature of the mail, I think that's 

true. 

My understanding is that the BMC transportation 

network is designed to transport primarily, not exclusively, 

but primarily the mail that is handled within BMCs, which 

would be perhaps a bit different than it is in SCFs. 

Q And the SCF contracts, if we'll use that phrase, 

would also be used to transport mail not just of one class 

but of various classes from Point a to Point B, again 

depending on the discretion of transportation management? 

A Yes. 

Q Okay. There was, subject to correction on 

counsel's part, I believe we asked Witness Moden about the 

Area Distribution Centers, the ADCs, just to give us a 

little historical background on how they came to be, and he 

indicatlled that all ADCs were SCFs. 

Has there been since -- in your experience in the 

last -- in the recent past, since this ADC concept came 
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about, has that caused you to reflect upon the continuing 

usefulness of the account -- the accounting di.visions of 

Inter-SCF, Intra-SCF, Inter-BMC, Intra-BMC when there is 

this network of facilities, all of which according to 

Witness Moden will say are SCFS, yet nevertheless serve a 

larger geographic area than what has historically been 

considered to be an SCF area? 

A It's my understanding that there always were 

certain facilities which from the transportation perspective 

would be defined as SCFfor Inter-SCF transportation that 

were large facilities and would provide distribution to an 

area. 

I am not an expert on SDCs and ADCs but from the 

transportation perspective it is my understanding there 

always were such facilities where the mail would be 

transported to that facilities for further dispersal over 

what might be more than the traditional SCF area. 

Q But in terms of the computation of your 

variabilities, the Area Distribution Center, ADC, that did 

not become a category in and of itself that you weighted 

your equations or in any way affected your equations? 

A That's correct. 

MR. FELDMAN: That's all I have for now. 

I'll reserve follow-up if necessary. Thank you 

very much. 
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COMMISSIONER HALEY: Very good. Thank you, Mr. 

Feldman. Mr. Wells, Florida Gift Fruit? 

MR. WELLS: Thank you, Mr. Chairman. 

CROSS EXAMINATION 

BY MR. WELLS: 

Q Good afternoon, Mr. Bradley, I'm Maxwell Wells in 

the Florida Gift Fruit Shippers Association. 

A Good afternoon, sir. 

Q Just so that we can communicate, my interest and 

my client's interest in your testimony has to do with 

intra-BMC and inter-BMC transportation, and my questions 

unless otherwise specified would be limited to those two 

types and would not relate to intra-SCF, inter-SCF, or plant 

load transportation. 

Am I correct that your testimony is that purchased 

capacity is equal to the cubic-foot mile capacity contracted 

for? 

A Yes, sir. 

Q And so that we can make sure that we're 

communicating together, as you use the term, route means 

what? 

A A fair question. As I use the term "route," I'm 

thinking of what more traditionally might be called the 

routing, the actual steps by which the truck would move from 

Facility A through Facility B, C, D, to its final 
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destination. So I'm thinking of the route as the path by 

which the truck would move. 

Q On an intra-BMC transportation route, does that 

include -- begins with a BMC and goes out to various postal 

facilities and returns to the BMC by maybe one, some, or all 

of the intermediate -- same intermediate SCF? Is the entire 

trip the route? 

A In common sense it is. I think in postal 

transportation terminology, as I can get a handle on it, 

they sometimes call that one route, and they sometimes will 

call it two routes, depending upon the frequency by which 

the trucks go over that distance, to the extent that it's 

always going to be the same frequency, 305 days a year, you 

go out, you come back, that could be characterized as a 

route. 

However, there may be times -- 

Q The entire trip was a route. 

A Out and back, the entire trip. There may be other 

times, however, where certain portions of what I just called 

the route are traveled more heavily or more often than 

others, in which case Witness Nieto's definition of a route 

trip would essentially be the same as the route. 

Q And you use the term "route trip" --. and how do 

you use that term? 

A I hope in the same way that she did, and that is a 
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route trip would reflect the schedule of transportation on 

the contract and typically starts with the time of day and 

an origin facility, subsequent times and subsequent 

facilities a final time and a final facility. That may -- 

the final facility could be the original facility or it 

could be a different one. And it's different based again 

upon frequency. 

So in sum, a route trip would reflect the movement 

of a truck over a routing at a certain frequency. 

Q Well, it has to do more with the scheduling of the 

transportation rather than the distance of the 

transportation then? 

A Yes They are related, but yes. 

Q All right. Didn't you use the term "segments of a 

route trip"? Is a segment the portion of the route between 

two postal facilities that are served by that route? 

A A segment of a route trip is also sometimes called 

a leg of a route trip, and it's also sometimes: called a link 

of a route trip, and what that is, it's just one individual 

piece of the entire route trip. 

Q Well, that was my next question, what is a link of 

a route trip, and if that's synonymous with a segment of -- 

A Yes, sir. 

Q All right. Then you refer to a contract cost 

segment. 
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A Yes, I do. 

Q And what is that? 

A Unfortunately it's not at all the same thing. I 

apologize for the terminology, although I'm not sure it's 

mine. 

A contract cost segment refers to the type of 

transportation that is -- wait a minute, maybe I'm 

misspeaking. A contract cost segment? A contract cost 

segment. 

Q Contract cost segment. 

A Contract cost segment. I believe you might -- do 

you have a reference, sir? I believe you may have me there. 

Q I do not have one noted. 

A Contract cost segment. My sense is that when I 

talk about contract cost segments usually I'm referring to 

something I also call- categories. That's my sense 

right now. 

Q All right. 

MS. DUCHEK: If I could be of some assistance 

here, page 19 of Witness Bradley's testimony, Table 3 talks 

about frequency of contract cost segments with multiple 

vehicle capacities. 

THE WITNESS: Oh. Oh, yes. Thank you. Thank 

you. 

Yes, sir, I'm ready now. 
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BY MR. WELLS: 

Q All right. Are you going to give us the 

definition? 

A Yes, sir, I've refreshed my recollection. As it 

turns out, when the Postal Service lets a contract, the 

contract may be paid in a variety of ways. That is to say 

the contract may specify annual payments, or i-t may specify 

per-trip payments. And as long as they do it one way, we're 

okay, because all we have to do is talk about the contract. 

However, there are instances in which the Postal 

Service pays in different mechanisms on the same contract. 

So we need a word for identifying if you will the 

subsections of the contract paid in each way, per year, per 

month, and the term "contract cost segment" refers to the 

cost segment of the entire contract associated with one or 

the other types of payment. 

Q Is a contract cost segment the periodical nature 

of payments? 

A A contract cost segment represents the entire 

portion of the contract that is associated with a particular 

payment type. Let me give you an example, I think might 

help, I hope. 

You can have a contract cost segment if a contract 

primarily is an annual contract but yet speciffies the 

ability for the Postal Service to pay on a per trip basis 
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for other transportation. The transportation contracting 

system would say that two parts of that contract are segment 

A, which is the per annum part, and segment B, which is the 

per trip part. That is actually fairly rare. 

More interesting is the fact that the Postal 

Service has two different payment and other contract 

specifications for contracts that have both tractor trailer 

transportation and straight body. So more widely used 

segmentation of a contract would be to say, I have a pay 

rate and a set of specifications for the tractor trailer 

part and I've got a pay rate and a set of specifications for 

the straight body part. 

Q Dr. Bradley, was one of the objectixres of your 

analysis to determine the extent to which the cost of 

purchased highway transportation is attributable? 

A Well, I think the current term of art for what you 

just described is to determine the degree to which it is 

volume variable. 

Q Well, I mean, is that the objective -- 

A Yes. 

Q -- of your testimony? 

A Yes. 

Q In your testimony at page 9, you sta~te that the 

Commission's analysis was designed to measure the impact of 

volume on cost. Was your analysis as presented by you in 
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1 your testimony similarly designed to measure !:he impact of 

2 volume on cost? 

3 A The two analyses are designed to undertake the 

4 same measurement. And as you mentioned in your previous 

5 question, that measurement is part of finding the volume 

6 variability of cost and volume variability is defined as the 

7 percentage response in cost to a percentage increase in 

8 volume. 

9 Now, my analysis as the Commission's Docket R87-1 

10 analysis, is only part of that process. It is not the 

11 entire process. It is part of it. 

12 Q You have just confirmed that a part of the 

13 characterization of being attributable is to determine if it 

14 varies with small changes in mail volume; is that right? 

15 A That's correct, from my analysis. 

16 Q And -- but you do not take into account in your 

17 analysis any mail volume? 

18 A That's correct, sir. 

19 Q Have you made any determination if there were any 

20 changes in mail volumes using purchased highway 

21 transportation? 

22 A I have not studied that question. 

23 Q If you have not studied mail volumes or changes in 

24 mail volumes, how is it that you come up with a percent that 

25 you say is attributable? 
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A Let me try to make clear what that percent is and 

perhaps that will answer your question. The percentage that 

I calculate is known as the volume variability. And, in 

fact, in my answer to your question I said what I measure is 

volume variability. And in the Postal transportation 

network, as I understand it, it's impossible to measure 

ongoing volumes on trucks and, as a result, like many other 

places, the analysis of volume variability follows what's 

known as the volume variability distribution key method. 

The first part of that method is to find the 

relationship between costs and the changes in an 

intermediate variable, a cost driver -- no pun 

intended -- in transportation. The cost driver here would 

be the cubic foot miles of transportation. That's what I 

do. My study looks at how costs respond to changes in cubic 

foot miles. 

The second part of the analysis, the TRACS portion 

of it, relates volume by class of mail to cubic foot miles. 

And as I understand it, comes up with proportions of 

transportation cubic foot miles by class of mail. When you 

take those two pieces and put them together, the first piece 

is an estimate of how volume by class of mail relates to 

cubic foot miles and my piece relates how cubic foot miles 

relate to cost. So by putting the two pieces together, you 

link volumes ultimately to costs. 
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Q Would it surprise you to know that the result of 

your analysis is the factor determinative that is then 

applied to determine the portion of transportation costs 

that is to be attributed? 

A Well, sir, I think that until this case, it would 

have been accurate to say that the variability I calculate 

is used in part of the calculation of attributable costs. 

It is my understanding, however, that that is no longer true 

because the product of my percentage times accrued costs is 

currently called volume variable costs. 

Now, I want to be clear here that this is not an 

allocation like an accounting allocation. Transportation is 

characterized by common costs. And so traditional notions 

of average costs, where you could just take a pie and split 

it up, have to be carefully examined. And so volume 

variable cost is really the first step at getting at the 

ultimate unit volume variable cost and ultimately that's how 

the work is used, to calculate unit volume variable cost 

which is a measure of marginal cost. 

Q But you do not determine volume, mail volume 

variability; is that correct? 

A I would be -- I would say it would be fair to 

suggest that what I measure explicitly is the variability of 

cost with respect to cubic foot miles. I do not measure the 

elasticity or response of cubic foot miles with respect to 
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volume. So therefore, I would agree with you:r 

characterization. 

Q Would it be correct then to conclude that your 

percentage of intra and inter-BMC transportation has not 

been developed in order to show the variability according to 

mail volume variability? 

A No, sir, I wouldn't think that was fair. 

Q But you haven't taken into account mail volume at 

all? 

A I think it is a bit misleading to talk about my 

analysis in isolation from the rest of the analysis. It's 

indeed true that I use cubic foot miles as a proxy for mail 

volume. As I did in 1987 and as the Commission did in 

Docket RS7-1. But to say that it does not relate to mail 

volume, I would not agree with. 

Q Has the purchase capacity for inter--BMC 

transportation increased or decreased over the past three 

years? 

A. I haven't studied that question. 

Q Well, if the purchase capacity has -.- you don't 

know if it's increased or decreased, how can you determine 

that it is variable? 
,2cdLLd, 

A Ah, that's because my analysis is what is sau-sed a 

cross-sectional analysis. I take a slice of all the 

inter-BMC contracts at a point in time. And therefore I can 
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1 look at large contracts and small contracts. And one of the 

2 advantages of a cross-sectional analysis is it allows me to 

3 estimate how quickly cost rises or falls with increases or 

4 decreases in volume without the necessity of tracing the 

5 size of total accrued cost through time. 

6 Q So your analysis does not reflect whether there 

7 has been an increase or a decrease in purchased capacity of 

8 inter-BMC transportation? 

9 A No, I didn't say that. 

10 Q How does it reflect the amount of capacity change? 

11 A In the year in which I take my sample, the amount 

12 of capacity has either increased or decreased from previous 

13 years. I use that capacity in my analysis. So by updating 

14 the data from the last time I have done it, I now have 

15 the -- within a year or so, the recent capacities. 

16 So to the extent inter-BMC capacity has grown and 

17 to the extent that capacity growth has had an impact on the 

18 volume variability, that would be in my data. 

19 Q Well, if the inter-BMC transportation mail volume 

20 has decreased, how is that volume variable -- how is the 

21 cost attributable? Costs have gone up. We don't know 

22 whether the purchase capacity has gone up or not. 

23 A I'm not sure I got it. Could you give it to me 

24 one more time, please? 

25 Q Yeah. If the volume of inter-BMC mail, the mail 
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volume, has gone down, how is your determined variability 

applied to it? 

A The -- I think I understand now. 

The variability that I estimate would be applied 

to the accrued cost and to the extent that the accrued costs 

have gone down, then the variability would be applied to a 

smaller number. To the extent that they've gone up, it 

would be applied to a larger number. 

Remember, my analysis is relating -.- is cost, 

trying to relate cost back to classes of mail. And so the 

variation that I have to worry about are variations in 

accrued cost. 

Q You make an analysis of contracts as of a point in 

time; is that right? 

A I make an analysis of many contracts at a point in 

time. 

Q As of the same point in time? 

A Yes, sir. 

Q All right. And what do you compare that analysis 

to? 

A I compare the contracts within that analysis with 

each other. I would note for your information that in 1987 

I did collect a time series of contracts and did a similar 

analysis that traced the history of -- 

Q There are -- 
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1 A May I finish, please? 

2 Q Just a minute. No. Your 1987 studry is not 

3 reflected in your testimony today, is it? 

4 MS. DUCHEK: Mr. Chairman, I would iask that Mr. 

5 Wells allow the witness to finish answering the question 

6 before he -- he can certainly move to strike ithe response if 

7 he thinks that's appropriate or whatever. 

8 CHAIRMAN GLEIMAN: Well, actually, :I think, since 

9 Mr. Wells is cross examining, he has the right to say that, 

10 you know, was what I was looking for, and I think he has 

11 asked -- not cut the witness off at the knees,. if you will, 

12 but he's asked the witness before the witness may go on 

13 about the status of his 1987 study. So I think it's wholly 

14 appropriate for Mr. Wells to proceed in the manner in which 

15 he's been proceeding. 

16 MR. WELLS: Thank you, Mr. Chairman. 

17 BY MR. WELLS: 

18 Q Is your '87 study reflected in your testimony 

19 here? 

20 A Indirectly. 

21 Q Is any other data from your '87 study included in 

22 your work papers or in the testimony? 

23 A Yes, sir. 

24 Q Where? 

25 A If you would turn to Work Paper No. 2, please. 
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If you would turn to page WP 2-4 of Work Paper No. 

2, you can see at that point that I estimated the 

Commission's Docket R87-1 result based upon the 1987 data, 

as well as estimating that on the same data with a different 

method of calculation of cubic-foot miles. 

Q That merely incorporates the conclusion from your 

'87 study, but it doesn't include the study itself; is that 

right? 

A I believe the question, sir, was did I use the 

data at all in my analysis, and I was referring you to where 

I did. 

Q Very well. Do you want to go ahead and complete 

your response that I interrupted? 

A My response was only that my experience in the 

1987 case indicated that the time series analysis generated 

results similar to the cross-sectional analysis. So I donrt 

believe the variabilities are a characteristic of the nature 

of the data that was collected. 

Q Is your testimony to determine the extent to which 

the per foot mile cost of transportation varies with per 

foot mile capacity? 

A No, sir. 

Q Well, you tell me again what the purpose of your 

testimony is then. 

A The purpose of my testimony is to estimate the 
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relationship between costs and cubic-foot miles. I'm trying 

to estimate by account category the percentage response in 

cost to say a percentage increase in cubic-foot miles. 

Q And my initial question to you was -- or earlier 

question to you is how much have the cubic-foot miles 

changed in any of the last three years? 

A I have not studied that issue. 

Q Well, if your purpose is to reflect the 

variability of costs to variability in cubic-foot mile and 

you don't know the total cubic-foot mile, how can you 

establish any variability? 

A Variabilities can be estimated by a variety of 

ways, and one of the well known ways of doing so is through 

collecting what's called cross-sectional data. This is not 

characteristic just to the Postal Service, this is true for 

many industries. And when one's trying to find the 

relationship between costs and say cubic-foot miles, one way 

to do it would be to take an aggregate analysis wherein each 

every quarter or every year one collected the cubic-foot 

miles and collected the costs and then did an econometric 

analysis of that aggregate relationship. There's a number 

of issues associated with that type of approach. 

However, another approach which is widely used, 

perhaps even more so for the type of analysis I'm doing, is 

to for a cross-section of facilities or in this case 
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contracts collect the information on costs and cubic-foot 

miles, and use the variation between the small contracts, 

that is small cubic-foot miles, and the large cubic-foot 

miles, to measure how it is costs vary with cubic-foot 

miles. 

Now it would be tempting with a cross-section to 

think that that would not reflect the nature of adjustments. 

You know, there's a tendency sometimes to say well, it's 

just a snapshot, so how could that possibly capture 

adjustments in cost in cubic-foot miles. But we must recall 

that each and every one of the contracts that are in the 

data base have gone through adjustments to get where they 

are today. And so I believe it's an entirely valid 

methodology to collect a cross-sectional cross-section of 

data and to analyze for the individual contracts as a unit 

of observation through econometric study, regression 

analysis, how it is costs increase with cubic-foot miles. 

Q But you do not know if cubic foot miles have 

increased or decreased in your analysis, right? 

A I know across contracts from which one they 

increase or decrease. I have not studied what has happened 

to total cubic foot miles in transportation for the Postal 

Service, that's correct. 

Q Do you know whether the cubic foot miles for 

inter-BMC transportation has increased or decreased? 
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A Not in the last three years. 

Q And is your answer the same for intra-BMC cubic 

foot miles? 

A Yes, sir. 

Q And you do not know, nor have you looked at or 

taken into account, any changes in the volume of mail 

handled on intra-BMC transportation or on inter-BMC 

transportation; is that right? 

A That's correct. 

Q It has been established here from Witness Nieto 

that the inter-BMC has unutilized capacity and has had for 

the last -- since 1990, unused capacity or excess capacity. 

As contracts have been negotiated and renewed, how 

has the cubic foot capacity changed to reflect the excess of 

existing capacity? 

A Let me first suggest that the existence of empty 

space is not necessarily consonant with excess capacity in 

the sense of capacity that is not needed at some point in 

the year or needed on certain legs of the transportation. 

There has been empty capacity on trucks in Postal 

transportation far before R1990. It certainly was there in 

1987, 1984, 1980. So the existence of empty space is not a 

new phenomenon. In general, previous analyses, my 

understanding of previous analyses of transportation, in 

particular the Commission's analysis, have argued that empty 
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1 space tends to vary with volume to the same degree that 

2 utilized space varies with volume. So if there was an 

3 instance in which the mail volume transported between 

4 facilities declined and less transportation was required, I 

5 would anticipate both empty space and utilized space to 

6 decline in response to that change. 

7 Q Your ultimate conclusion is that inter-BMC is a 

8 variable or attributable to what extent? 

9 A In my final analysis, the variability for 

10 inter-BMC transportation was 94.88 percent. 

11 Q And intra? 

12 A 97.43 percent. 

13 Q Now, you have come up with these attributable 

14 percentages, 95 percent more or less, in the fiace of the 

15 fact that there is consistent excess capacity on these 

16 vehicles. How can that be? 

17 A If it's the case that the nature of transportation 

18 is such that the Postal Service can't wait to fill up its 

19 trucks or it needs space on different parts of the lengths 

20 or legs of a particular route trip, then it is quite 

21 possible that when volume increases, not only does utilized 

22 capacity rise but so does empty space. 

23 Now, at first blush, that may seem 

24 counterintuitive because you can say, if you have empty 

25 space, you could just put the mail on that empty space and 
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you wouldn't need any capacity. But please keep in mind 

that what we are talking about is not a temporary increase 

in volume but a sustained increase in volume, an increase in 

volume which lasts year in and year out, at least quarter in 

and quarter out. 

Therefore, whatever the characteristics are of 

Postal transportation that generates the empty~ space at 

volume X, those characteristics are likely also to be in 

existence when we add a little bit, volume X plus a little. 

If so, the cost of transporting mail will go up as the cost 

of both utilized space and empty space rises. 

Q Are you suggesting that on inter-BMC, where there 

is excess capacity in excess of 30 percent for 1996, that if 

the volume went up 10 percent, that the required cubic foot 

mile capacity would change? 

A Yes, sir. 

Q You got excess capacity that is not being used 

now, why would you need to have more? 

A For example, the volume nay rise between 

Philadelphia and Chicago, where there is no empty space. 
& 

The volume may rise a-s certain places or tines of day where 

you can't make use of the empty space. 

In addition, we must not focus solely on inter-BMC 

but remember it's part of the Postal transportation network. 

Empty space on a BMC truck may be there for tailgating, for 
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example, or for other reasons. So I would not jump to the 

short run conclusion that the existence of empty space today 

means excess capacity. Empty space may reflect the nature 

of the transportation system. 

Q You say that the transportation network would 

adjust. How has the transportation network adjusted over 

the last three years? 

A The transportation network will have -- has 

adjusted through variations in the number of trucks, the 

routings of those trucks and those factors. 

Q Have you made a determination of how many 

contracts there were a year ago? 

A No, sir. 

Q So you don't know how many -- how that's changed, 

correct? 

A I do not know how the number of contracts has 

changed since last year; that's correct. 

Q And you do not know how the quantity of contracted 

for cubic foot mile capacity has changed? 

A That's correct. 

Q You know that the number of contracts has 

essentially been unchanged for over 10 years? 

A Slight increase but I would agree with your 

characterization. 

Q And we don't know whether the cubic foot mile 
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capacity has remained the same over that sane IO-year 

period? 

A I have not studied that. 

Q But nonetheless, you cone up and say that 94.88 

percent of the costs are attributable to changes in the 

volume of mail? 

MS. DUCHEK: Mr. Chairman, I don't want to cut off 

Mr. Wells' cross-examination. He can ask this question as 

many times as he wants but I think he is going to get the 

same answer repeatedly from Witness Bradley. 

CHAIRMAN GLEIMAN: Well, I'm going to let 

Mr. Wells ask the question as many tines as he wants because 

maybe one of these tines, you know, the answer will ring 

true to my intuitive sense of how things should work or not 

work. 

THE WITNESS: Again, sir, please? 

BY MR. WELLS: 

Q We'll move along. 

In your response to number 7, you say that in 

rebidding a contract the historical experience with the 

contract is used. Tell me what that historical experience 

consists of. 

A The historical experience would be the routings of 

the contract, the capacity utilization of the contract -- 

Q You mean the nail volume actually carried? 
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A The capacity utilization of the contract in terns 

of the utilization of the truck. The timeliness of the 

transportation between facilities and factors like that. 

Q When you say "capacity utilization," are you 

talking about the volume of mail transported cn -- under the 

contract? 

A BY "capacity utilization," I would refer to the 

proportion of the space on the truck that was used. 

Q Well, we know that in inter-BMC, that 30 percent 

of it was not used. How does that affect the rebidding 

process? 

A I am not testifying as an expert on the Postal 

contracting process. My understanding of that process is 

that the Postal managers, the Postal transportation managers 

work with Postal nail processing managers to determine the 

adequate transportation they need to move the mail between 

facilities to make the tine windows associated with nail 

processing. It is my understanding that to the extent that 

over the course of the year that goal of moving the mail 

between facilities could be accomplished with smaller trucks 

or fewer trips or any other cost reducing characteristic, 

that they would attempt to do so. 

Q But you say they have not done so because the 

number of contracts and everything has remained the sane, 

right? 
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A I think I did agree that the number of contracts 

remained the same. I did not agree to that part where you 

said "everything." 

Q Oh, the capacity you don't know about? 

A Yes, sir. 

Q And you don't know whether in the historical 

experience considerations they're looking at the average 

daily volume, the peak daily volume, or anything else, do 

YOU? 

A It's my understanding that these decisions are 

made at the local level between local transportation people 

and local mail processing people, and that there is no 

single rule or formula which determines the choice of 

capacity. So a variety of factors can go into, that 

decision. 

Q But you d0nl.t know what they are or how they're 

applied? 

A Well, I think I indicated what some of them are, 

yes. I don't know in any particular instance. 

Q But you don't know whether they use average daily 

volume or peak daily volume or -- 

A I think it varies. 

Q Average? 

A I think it varies. 

Q Varies. All right. 
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You distinguish between rebidding existing 

contract and a new service, and you have a forecast. 

Forecast of what? 

A The forecast I was referring to there was a 

forecast of the transportation needs between the facilities. 

Q This is a forecast of nail volume required to be 

transported? 

A No, sir, I think it's a -- what I was referring to 

there was a forecast of what size trucks would be 

sufficient, what the timing of those trucks would be 

appropriate for the service windows and that sort of thing. 

Q How can you determine the size of a truck if you 

don't know the mail volume? 

A Well, I think what you would do would -- well, you 

have to keep in mind that these are flexible contracts. And 

so I think what they would do and what I would do would be 

to make an assessment based upon historical experience at 

that facility or other facilities that are similar of what 

type of transportation had been -- had been large enough to 

meet the needs of the facility from one to the other, and 

based upon that certainly mail volume -- anticipated nail 

volume to be moved would be part of that -- would be part of 

that calculation. 

Q But you do not know the extent to which the Postal 

Service people who make the determination take into account 
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the anticipated nail volume? 

A Again, in my inquiries, my understansding is that 

it really varies from site to site. 

Q But you don't know as to any particular place how 

the nail volume is taken into account. 

A That's correct. 

Q If you did no study or no inquiry as to mail 

volume, how can you say that cubic-foot miles in your 

analysis are directly related to mail volume, 'as you say in 

your answer to my 46? 

A That answer is based upon my experie:nce and 

understanding of how the postal transportation network 

works. It's my understanding that when volume rises, 

additional cubic capacity is needed to transport those 

volumes, and therefore there would be a direct relationship 

between changes in volume and changes in cubic-foot miles of 

capacity. 

Q And if the volume goes down, would t:here be a 

commensurate reduction in cubic-foot mile capa'city? 

A Yes, sir. 

Q But you didn't measure any change of cubic-foot 

capacity, did you? 

A My analysis is an analysis of the relationship 

between cost and cubic-foot miles. I did not -- as you 

suggest, I did not study the relationship betwaen cubic-foot 
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miles and volume. And certainly I think to the extent that 

that second analysis had a lower variability then my 

capacity variabilities would be too high. 

Q What factor other than anticipated mail volume 

influences the determination of needed capacity for a 

particular truck route which operates once a day for six 

days a week? 

A I think several things can influence it. When you 

say volume, do you mean volume at the originating facility, 

or any volumes? 

Q Volume of mail to be carried on that route. 

A Okay. Obviously volume of mail is an important 

one, very important one, but in addition I think that the 

number -- the distance between the facilities may determine 

the number of trips. The location of nearby ffacilities may 

determine the routing and the actual cubic-foot miles on 

that route or route trip. Those are some examples of other 

factors. 

Q In my question I restricted this to a truck route 

that operates once a day six days per week. 

A Oh, I'm sorry. 

Q Now what factor other than mail volume would 

influence the determination of the capacity to be contracted 

for? 

A If this for example was inter-BMC contract, which 
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was only running once a day, then I think the only other 

factors that would determine it would be the time windows of 

when the truck has to leave and come back. That may 

determine the capacity required for anticipated volume. And 

minor things perhaps like dock size. But I would consider 

them to be small. 

Q So mail volume is the most important factor in 

determining cubic foot capacity, is that right? 

A I would think so, yes. 

Q For Intra-BMC transportation, would you agree with 

me that generally this is transportation that goes out from 

a BMC to one or more postal facilities and returns to the 

same BMC with stops at one or more of those sa~me postal 

facilities? 

A I think that's a good generalization. 

Q And the contract for that transportation would 

specify the frequency of the trip, the points to stop for 

loading and unloading, and the time for departure at each 

place, is that correct? 

A Among other things. 

Q Now this transportation that we have just 

described, do you consider that this is a round-trip? 

A In the postal transportation network in fact the 

transportation you just described is often broken into two 

individual route trips, so in fact technically speaking it 
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1 really is two individual pieces of one-way transportation. 

2 I think sort of common sense suggests that if a 

3 truck is leaving a facility, going to two or three, ending 

4 at a facility, staying there for just a short period of 

5 time, and then following the same routing back again, common 

6 sense to me would argue that is a round trip. 

7 Q But you say this is two separate co:ntracts? 

8 A No, sir. Two separate route trips. 

9 Q Two route trips? 

10 A Yes, sir. 

11 Q One route from the BMC out and another route from 

12 the postal facility to the BMC? 

13 A Yes, sir. On a contract those individual route 

14 trips would have different numbers and they would be 

15 identified separately. 

16 Q If there is a significant imbalance in the mail 

17 volume on the outbound route trip between the mail volume on 

18 the return route trip, is the return trip what is commonly 

19 referred to as a backhaul? 

20 A It's a difficult question to answer because of the 

21 notion of what a severe imbalance constitutes. 

22 Generally speaking, I think of a backhaul as 

23 solely trying to get the transportation back at the 

24 originating facility so it can be run back out again. 

25 It is not really my understanding that the postal 
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network works that way. In other words, I often think of 

Intra-BMC contracts as sort of going out and going around a 

circle and coming back to the BMC. 

So I wouldn't necessarily characterize it as a 

backhaul. No, sir. 

Q You have referred to some emergency contracts. 

There you say that that is where the Postal Service has 

added trucks, numbers of trips or changed the frequency. 

Do you recall that? 

A Would you give me a reference, please, sir? 

Q 26, or perhaps 48. 

See the reference to emergency contracts in that 

one? 

A I'm sorry, sir. J - -~TL.~~.BX&JL+ 

Q It does not appear there or in either one of them. 

I don't have a reference for you, but did you refer to 

emergency contracts? 

A Sure. 

Q Are those emergency contracts where the Postal 

Service adds trucks, number of trucks, or changes the 

frequency? 

A That is one way in which they could do it, but not 

the only place. They could also do it in regular contracts. 

Q But emergency contracts would cover those events? 

A Emergency contracts -- 
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Q Could. 

A Could, yes, sir. Yes. 

Q Would emergency contracts be used for any other 

purpose? 

A Yes. Emergency contracts would be .used, for 

example, if unfortunately the contractor had (died or was 

unable to provide the service. 

The Postal Service might issue an emergency 

contract to replace the service of the originnl 

contractor -- that is an example -- or if the Postal Service 

decided that for whatever reasons it needed additional 

service between facilities, an emergency contract could be 

used if that service was expected to be sustained through 

time. 

Q Emergency contracts occurred only three times in 

Intra-BMC and 13 times in Inter-BMC, according to Table 2 on 

page 17. 

A 

Q 

A 

Q 

A 

I believe you are referring to percent, sir. 

I don't know whether it is percentage or numbers. 

Would you give me the reference then, please, sir? 

Table 2 on page 11. 

Thank you -- and would you give me the numbers 

again, please, sir? 

Q 13. 

A Yes, sir. I confirm. 
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Q Those are numbers? They are not percentages? 

A Yes, sir, they are numbers. You were correct. 

Q From your analysis of the contracts, are there any 

contracts for one way trips, or, as you had described it, 

route trips without a return route trip? 

A Yes, sir. I think there might be. I can't say 

that I could specify any to you right now. 

It is my belief that it would be an unusual 

circumstance when it occurred, but it could occur. I really 

haven't reviewed them all enough to say it doesn't occur. 

Q You say there might be but you don't know what 

they are? Is that right? 

A I think they exist but I don't know how many. 

Q In your response to Question 30, Interrogatory 30, 

you refer to an example of inflexibility of purchased 

highway transportation. 

You cite there that the location of postal 

facilities is one of those inflexibilities? 

A Yes, sir. 

Q Is another example a scheduled departure time to 

meet service standards? 

A Yes, sir. 

Q And what other inflexibilities can you identify? 

A Another inflexibility might be the fact that -- 

did I say this one? -- well, another inflexibility might be 
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the distance between facilities. 

In essence, I think that's what I was getting to 

in my written response. That is to say if the distance 

between facilities is such that it precludes adding trips, 

that might be an example. 

Another example might be the physical construction 

of the docks at a facility. That would preclude using 

certain capacities of trucks. 

But what I have in mind here is anything that 

limits the choices of postal transportation managers in 

responding to increases in volume. 

Q Okay. Do you agree that in providing 

transportation service that the input is the labor, fuel, 

operating costs, and capital costs of the operating vehicle? 

A No, sir. As an economist, we are always taught to 

talk about the inputs as the physical quantities, not the 

costs, so if I could say the inputs are the truck, the labor 

and the fuel, then I would agree.2 

Q Well, that is what I asked you, I thought, was the 

inputs would be the driver, the labor, the fuel, the other 

operating facilities necessary to maintain a truck over the 

road -- replacing tires and things of that nature -- and the 

cost, the capital cost of the equipment. 

Are those the inputs in providing transportation 

service? 
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A Almost -- I am with you until you say cost, and I 

don't usually think of cost as an input. Inputs are 

physical things. 

Q Well, the truck itself. 

A Yes, sir. 

Q Okay, and the truck itself represents the cost of 

the truck, doesn't it? 

A Oh, I wouldn't necessarily agree with that. 

My children have costs but I don't think of them 

as being the costs. 

Q Well, do you have an automobile? 

A Yes, sir, I do. 

Q And that automobile has a cost, doesn't it? 

A It certainly does. 

Q Okay, and for transportation service the output is 

providing cubic foot miles of capacity with the driver, 

truck itself? fuel, operational facilities, and the 

A Yes, sir. 

MR. WELLS: Mr. Chairman, I 

questions. 

CHAIRMAN GLEIMAN: Dr. Brad 

have no further 

.ley, obviously your 

children are young. When they get older, you will find out 

that the children are the cost. 

[Laughter.] 

CHAIRMAN GLEIMAN: McGraw-Hill. 
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1 CROSS EXAMINATION 

2 BY MR. BERGIN: 

3 Q Good afternoon, Dr. Bradley. My name is Tim 

4 Bergin. I represent the McGraw Hill Companies and I have a 

5 few additional questions for you. 

6 As I understand it, the focus of your testimony 

7 with respect to transportation is to determine the 

8 percentage change in costs caused by the percentage change 

9 in cubic foot miles; is that correct? 

10 A Yes, sir. 

11 Q And when we talk about cubic foot mi.les in this 

12 context, we are talking about capacity, transportation 

13 capacity? 

14 A Yes, sir. 

15 Q As opposed to volumes, actual volumes? 

16 A Yes, sir. 

17 Q And if I understand correctly, it was not the 

18 focus of your testimony to determine whether a sustained 

19 increase in volume would likely cause an increase in unused 

20 capacity, transportation capacity? 

21 A That's correct. 

22 Q Now, you did answer Florida Gift Fruit Shippers 

23 Association number 14. 

24 A I have it. 

25 Q The second sentence states, a sustained increase 
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in volume would be likely to cause a sustained increase in 

unused capacity. And, again, that wasn't something you 

studied, that wasn't the focus of your testimony? 

A Yes, sir, that statement was really, as the next 

sentence shows, that statement was based upon previous 

analyses of the Commission and others. 

Q You don't state that a sustained increase in 

volume would necessarily increase unused capacity? 

A No, sir, I believe that's the working assumption 

of the Commission's analysis and of my analysis in part. 

Q That there would likely be an increase in unused 

capacity with a sustained increase in volume? 

A That is volume rises -- empty space, I would 

prefer, but unused capacity, empty space, both, as I say, 

would rise or fall. 

Did I answer your question, sir? 

Q I think so. 

A Okay. 

Q And if I understand your testimony correctly, the 

reason for this would be that the Postal Service is 

providing a transportation network and there needs to be a 

certain amount of what might appear to be excess capacity in 

order to cover peak periods, certain reserve capacity? Is 

this correct? 

A My recollection of this issue is that at one point 
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the Postal Service had argued that unused capacity was 

fixed, that it was latent capacity, had to halve it there for 

factors I think you mentioned like service standards or the 

need to get it there at a particular time. However, through 

the variety of operational testimonies by Postal Service 

witnesses and others, it was determined that this capacity 

is not fixed. That this unused capacity is not fixed and 

that in fact it is sort of part and parcel of -- I think you 

said the nature of the transportation network. 

That is to say, there are going to be periods of 

time when the trucks are empty. There may be some sort of a 

peaking issue or whatever. So that's my understanding of 

why unused capacity rises as volume rises. 

Q Are you suggesting that there would always be a 

need for a percentage of underutilization in the 

transportation network for these reasons, a certain 

percentage? 

A That's right. That's what it would imply. If the 

assumption of proportionality between volume and capacity is 

correct, then that would seem to suggest to me at least that 

you would always have unused capacity in a network. 

Q So in a sense the percentage wouldn't be variable, 

although the actual capacity might increase with volume? 

A That's right. 

I have to check the algebra as to how the 
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percentage would change but, subject to that, yes. In 

principle, I agree. 

Q Can I refer you, please, to MPA interrogatory 1-E 

to yourself? 

A l-B, sir? 

Q l-E, as in -- 

A Oh, Edward. I've got it. 

Q The second sentence of your response states if 

cubic foot miles of mail transported per year on each 

contract were available, then no assumption about unused 

capacity would be required? 

A Yes, sir, it does. 

Q First, can you explain what assumption you are 

referring to? 

A In fact, that is what we were just discussing, 

that assumption. That when volume rises, capacity rises in 

proportion so therefore you have an increase in used and 

unused capacity because there is no ability to sort of use 

up the unused capacity before you add more. So that's what 

I meant by the current assumption in the framework. If one 

had the mail volumes, you would need to make that 

assumption. 

Q In other words, if it were possible to estimate 

precisely what and how much mail is being carried over the 

transportation network, then you would not make the same 
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assumption as to the need for unused capacity? Or you could 

confirm that assumption? Or -- 

A What you would be able to do would b'e to gain 

insight into how accurate that assumption is bmecause, in my 

ideal world, where I had plenty of volume, actual volumes, 

say on the contracts and the costs, then I could directly 

estimate the volume variability and perhaps avoid some of 

the types of questions we have today because w:hat I do is 

estimate the relationship between cost and cap.acity not 

capacity and volume. So it would preclude the need for that 

intermediary. 

Q So if I understand, you are saying the assumption 

under those circumstances could be tested and might or might 

not bear out more or less? 

A I think that's fair. 

Q Do I understand your direct testimony correctly 

that unused capacity is in part caused by drop shipping, 

which constitutes a bypass of the network? 

A No, sir, I don't think that I made that -- the 

statement that unused capacity is a function o:f drop 

shipping? 

Q Not a function but one of the causes for unused 

capacity would be bypass of the transportation network. 

A The only thing I looked into insofar as drop 

shipping goes is its impact on the sizes of acscounts and the 
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structure of the network. I really didn't study how drop 

shipping has an impact on particular types of transportation 

and I don't think I would be prepared to answer that 

question. 

Q Would you agree that to the extent drop shipping 

occurs and volumes are diverted from the Postal Service 

transportation network, then it would follow that 

utilization of the network would decline? 

A Only to the extent there were no cha~nges in 

capacity to the network. If the effect of drop shipping was 

to lead to a reduction in capacity, then it is not 

necessarily true that utilization would decline. 

Q But a reduction in capacity would not necessarily 

follow. I believe that's your testimony? 

A Okay, I'm not making any judgments as to whether 

or not -- as to what extent -- .I'm not making any statements 

as to what extent drop shipping has or has not caused 

capacity to decline. I am simply responding I think to your 

question is it determinative that drop shipping causes an 

increase in underutilized capacity. It's a possibility but 

it is not necessarily the case. 

Q Now, you have testified, I believe, that drop 

shipping does not necessarily drive substantial 

transportation costs out of the Postal Service system, 

transportation system? 
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A That's correct. 

Q And this would be true even in a circumstance in 

which at the time of drop shipping there was no net volume 

increase in the utilization of the transportation system? 

A As a hypothetical situation? As I understand the 

hypothetical, volumes are not otherwise increasing but yet 

there is more of drop shipping. 

Q The net volume effect might be no change, increase 

in volume offset by increase in drop shipping. Would your 

answer hold that drop shipping would not necessarily drive 

substantial costs out? 

A It would not necessarily do so. I think that's 

true, yes. 

Q And in fact wouldn't your answer be the same even 

if there was a net volume decrease in the circumstance where 

drop shipping is increasing? 

A The logic is reasonably clear to me when volume's 
Mar 

increasing-er decreasing. I really -- and that was the 

basis for my answer. I really don't -- I really don't think 

I've thought about it enough to envision a scsnario of. 

declining volume and drop shipping with no change in costs. 

Q We have a situation given the excess capacity in 

the transportation system whereby the slack could be taken 

up with existing capacity in the event of increased drop 

shipping even if volume declined. Isn't that plausible? 
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A Give me that one more time, please? 

Q I'm referring again to the excess capacity in the 

system. 

A Right. 

Q And so if you have an increase in drop shipping, 

even if it results in an absolute volume decline, then the 

costs could remain the same given the rigidities in the 

contracted-for transportation? 

A Yes. It would seem to me that if capacity stayed 

the same, costs would stay the same. So hypothetically 

speaking if drop shipping did not cause a decline in 

capacity but simply a reduction in capacity utilization, 

then that would not have a negative impact on the costs. 

Q And in point of fact most of the Postal Service 

transportation contracts are of a four-year duration? 

A Yes, sir. 

Q And in the event that those contracts were to be 

terminated before four years, there would be penalty 

payments that the Postal Service would be required to make 

under the contracts? 

A To terminate the contract they would incur an 

indemnity, and it's my recollection of a sliding scale over 

the amount of time to the end of the contract. However, it 

doesn't mean that they -- they do have statement of service 

changes in the contract which would allow them to change the 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



3840 

1 capacity on the contract. 

2 Q But those are limited, are they not, to relatively 

3 minor changes? 

4 A Historically they have been. I -- 

5 Q Go ahead. 

6 A YOU know, I think it would be at some point 

7 obviously it would become an issue between the contractor 

8 and the Postal Service to what extent there's a de facto 

9 cancellation of the contract because the reduction in 

10 service is so large to merit it. It's sort of: at that flash 

11 point I would anticipate indemnities starting to come into 

12 play. 

13 Q Let me get a quick look here. 

14 I believe you referred in your interrogatory 

15 responses to the OCA to responses you made in MC 97-2 in 

16 which I think in response to OCA No. 9 you attached a 

17 compendium of the basic terms of Postal Servic:e 

18 transportation contracts. 

19 A That's correct. 

20 Q And do you -- I don't know if you have that answer 

21 in front of you. 

22 A I do. 

23 Q DO you have OCA number 9 and the attachment 

24 thereto? 

25 A Yes, sir. 
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1 Q And I am referring to the basic service 

2 transportation services contract, general provisions. 

3 A Okay. 

4 Q Paragraph 12, I believe it is. 

5 A Heading, Changes? 

6 Q Yes. 

7 A I got it. 

8 Q When you refer to the flexibility of the 

9 contracts, is that what you had in mind? 

10 A Well, I must admit I didn't specifically have 

11 these clauses in mind because I haven't really studied the 

12 basic service transportation&&. 

13 Q Fair enough. 

14 A But my understanding of the process was that the 

15 Postal Service does have the ability to negoti,ate with 

16 contractors to make variations in capacity wit:hin the life 

17 of the contract, subject to the indemnity clause being 

18 activated or raised. 

19 Q But you would agree that there are cmertain 

20 rigidities here that have to be dealt with in terms of the 

21 Postal Service altering its capacity? 

22 A Yes, sir. 

23 Q Which I take it is one of the causes of the extent 

24 of unused capacity in the Postal Service network? 

25 A That would be pure speculation on my part and I 
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don't really feel qualified to answer that. 

Q Even to say whether in your view it is one of 

several factors? 

A I would just be uncomfortable because I really 

haven't studied the effect of this contract language on 

flexibility. 

Q In your study of the contracts, did you encounter 

so-called most favored nations clauses which would entitle 

the Postal Service to terms as good as those provided to 

other customers of the transportation provider? 

A That's sort of beyond my use of the contracts so I 

am not familiar with that one way or the other. 

MR. BERGIN: Thank you, Dr. Bradley. I have 

nothing further. 

CHAIRMAN GLEIMAN: Is there any followup 

cross-examination? 

Mr. McKeever. 

CROSS EXAMINATION 

BY MR. McKEEVER: 

Q Professor Bradley, in the case of a round trip 

contract, the Postal Service must purchase enough capacity 

to handle the mail on that part of the trip which carries 

the most volume; is that correct? 

A Yes, sir. 

Q And that fact results in the associated fact that 
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on other parts of that trip there will be some empty space; 

is that correct? 

A Yes, sir. 

Q Because there's less -- and if the \-olume on the 

part of the trip that carries the most volume increases to 

the point where the Postal Service must purchase some 

additional capacity for that part of the trip, then the 

empty space on the other parts of the trip will increase; is 

that correct? 

A In part. 

I think it is a bit misleading to look at only one 

route on a contract in terms of response to volume changes. 

If it were the case that the Postal Service response was 

such that it made the truck bigger on one part, they 

obviously made the truck bigger on all parts. 

However, it is my understanding that the 

determination of how to size a truck on one particular route 

depends upon not only what's going on on that route but 

what's also going on on other routes or other abilities to 

adjust the network, reconfigure the network. So in the sort 

of simple scenario, we could see a direct relationship 

between the increased physical capacity of the truck on that 

leg and empty space throughout the rest of the trip. 

It's my understanding it is a little more complex 

than that because of the Postal Service's ability to say, 
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well, let's split this outbound trip into two parts, let's 

let another contract or reorganize, add another trip, that 

type of thing 

Q But in that case, they still would be adding 

capacity for at least the one part of the trip but not 

necessarily carrying -- but -- forget the necessarily -- not 

carrying more mail on other parts of the trip, whether it's 

the same vehicle or different vehicles; is that correct? 

A That's correct. 

Q Okay. 

Am I also correct that most of the Postal 

Service's purchased transportation contracts are round trip 

contracts? I think you testified to that earlier? 

A Subject to those technical qualifications, yes, 
r 

sir. 

MR. McKEEVER: Thank you, that's all I have. 

CHAIRMAN GLEIMAN: Is there any further followup? 

I believe there are some questions from the Bench. 

I have a couple of quickies for you. 

Regarding OCA interrogatory T-13-20? 

THE WITNESS: Urn-hum. 

CHAIRMAN GLEIMAN: It dealt with contracts in one 

of the systems. Does your response mean that there was 

duplication of contracts in the database? 

THE WITNESS: Just one second, please. 
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CHAIRMAN GLEIMAN: That's why I was going slowly, 

to wait for you to get to it before I asked the question. 

THE WITNESS: I should be quicker. 

CHAIRMAN GLEIMAN: It's late in the day. 

THE WITNESS: Okay. 13, my response to 13-20 

indicated that in the raw database, there was an instance of 

a duplicated or replicated contract. That is certainly not 

true in the database I used for my regression analysis. 

CHAIRMAN GLEIMAN: Are there duplications 

identified -- are the duplications identified in the OCA 

interrogatory the only instances of duplications of 

contracts? 

THE WITNESS: Since I eliminate duplications 

before I do my analysis, I did enumerate -- if this is the 

sole one, I know it's a small number by looking at the 

number eliminated but I am not sure it's the only one. 

CHAIRMAN GLEIMAN: I think that Commissioner 

LeBlanc and I have some similar questions to ask. I'm going 

to -- 

COMMISSIONER LeBLANC: No, I am going to defer to 

you. You're the man. 

CHAIRMAN GLEIMAN: I was hoping you wouldn't defer 

to me because I'm liable to come away more confused than I 

am. 

Did you ever hear of a black hole? 
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1 THE WITNESS: Have I heard of them? 

2 CHAIRMAN GLEIMAN: Yes. 

3 THE WITNESS: Yes, sir. 

4 CHAIRMAN GLEIMAN: Do you know -- have a sense of 

5 what they are? 

6 THE WITNESS: It is my understanding that a black 

7 hole is a collapsed star which has a very intense 

8 gravitational force and therefore attracts objects in space 

9 and matter and all kinds of stuff from nearby. 

10 CHAIRMAN GLEIMAN: Very dense and the denser it 

11 gets the bigger the black hole gets? 

12 THE WITNESS: Yes, sir. 

13 CHAIRMAN GLEIMAN: Kind of reminds me of Postal 

14 Service highway transportation as you described it. 

15 As I am sure you can appreciate, it is terribly 

16 counterintuitive at least to someone with my level of 

17 intelligence that empty space increases as utilization 

18 increases. Now, I understood what you were saying. YOU 

19 were saying the way the system is set up -- you did say 

20 that? 

21 THE WITNESS: I said empty space increases as 

22 utilization increases. 

23 CHAIRMAN GLEIMAN: I believe that's what you said. 

24 THE WITNESS: Oh, I meant to say as volume 

25 increases. 
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CHAIRMAN GLEIMAN: As volume -- empty space 

increases as -- that's almost as good. 

THE WITNESS: I have a hope on that one. The 

previous one, I agree, is completely counterintuitive. 

CHAIRMAN GLEIMAN: Well, you had volume and empty 

space and utilization all tied together. 

THE WITNESS: Right. 

CHAIRMAN GLEIMAN: And depending on where 

YOU -- which side of the equal sign you want to put which 

variable, in point of fact you had increasing volume causing 

an increase in empty space and also causing -- resulting in 

an increase in utilization. 

If I understood you correctly, you said that this 

was because the system, the way it is configured on a 

15 systemwide basis, provides that more volume means more 

16 contracted for trucks with greater overall capacity to 

17 carry. If I am misunderstanding, please disat'use me. 

18 THE WITNESS: I would just try to clarify that I 

19 may have misspoken. I think what I was suggesting was that 

20 an increase in volume could cause an increase in total 

21 capacity and as a result it could increase both empty space 

22 and the absolute amount of utilized capacity. Not -- and I 

23 apologize for being unclear -- not the percent utilization. 

24 Here is all I am thinking of. If it's the case 

25 that the truck is 20 percent empty, under one scenario, you 
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1 just fill up the 20 percent and then your utilization rate 

2 goes up. On the other hand, if the reason that it's 20 

3 percent empty is because say the time of day when the truck 

4 goes and I add a bigger truck, the bigger truck may yet be 

5 20 percent empty. So that's what I meant by saying we would 

6 have more utilized capacity and more empty space. 

7 CHAIRMAN GLEIMAN: The bigger truck is possibly 

8 going to be still only 20 percent empty because volume rose? 

9 THE WITNESS: That's right. That's right. That's 

10 right. 

11 Now, it is sort of in my defense I would suggest 

12 that this is not my original idea. 

13 [Laughter. 1 

14 THE WITNESS: This really came from the 

15 Commission. 

16 [Laughter. 1 

17 THE WITNESS: And if you look at my interrogatory 

18 responses, there is language that makes that I think, at 

19 least my reading of it, true or clear. 

20 CHAIRMAN GLEIMAN: It came from the Commission of 

21 1987-'88. 

22 THE WITNESS: Yes, sir. 

23 CHAIRMAN GLEIMAN: It didn't come from the 

24 Commission of 1994 and subsequently. 

25 That's in my defense. 
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THE WITNESS: Yes, sir, that's fair. That is 

fair. 

CHAIRMAN GLEIMAN: As long as we are all going to 

be defensive here. 

I understand a little bit better but I am 

not -- still not sure that I understand because then there 

was a discussion about drop shipping. And you said that 

drop shipping does not necessarily drive costs out of the 

system. 

THE WITNESS: I did say that. 

CHAIRMAN GLEIMAN: Can it drive costs out of the 

system? 

THE WITNESS: I would think so, yes, sir. 

CHAIRMAN GLEIMAN: Do you know whether <t does or 

doesn't? 

THE WITNESS: No, sir, I haven't studied drop 

shipping. 

CHAIRMAN GLEIMAN: Okay. But you do know that if 

volume increases, the odds are that costs are going to 

increase. 

THE WITNESS: Yes, sir. 

CHAIRMAN GLEIMAN: Because you're going to need 

more capacity. 

THE WITNESS: That's right. 

CHAIRMAN GLEIMAN: And we just won't fill up those 
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1 empty spaces on the trucks, we'll rent more trucks. 

2 THE WITNESS: Yes, sir. 

3 CHAIRMAN GLEIMAN: The way the system works. 

4 THE WITNESS: That is the working assumption of 

5 the current cost-allocation method; yes, sir. 

6 You know, again, I would state that -- 

7 CHAIRMAN GLEIMAN: I'm just fascinated, because 

8 those things that I understand that the Commission either 

9 pre- or post-1994 may have suggested frequently get lost in 

10 the shuffle somewhere, and those things which I don't 

11 understand which either preceded my appearance on the scene 

12 or came after my appearance on the scene seem to be readily 

13 accepted by experts from the Postal Service. 

14 I don't have any further questions about this, but 

15 I thank you for helping me along a little bit on this one. 

16 Commissioner LeBlanc. 

17 COMMISSIONER LeBLANC: Dr. Bradley, I guess let me 

18 try to go back to -- I'm totally lost, like the Chairman, I 

19 guess -- but anyway -- 

20 CHAIRMAN GLEIMAN: Well, now, wait a minute. I'm 

21 not totally lost anymore, I'm just sort of kinda' lost. 

22 COMMISSIONER LeBLANC: Let's go back to pre-'94 -- 

23 no. I'm just kidding. 

24 CHAIRMAN GLEIMAN: I'm only lost to the extent 

25 that this is a systemic problem or matter for the Postal 
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Service. I don't understand how that needs to be. But, you 

know -- 

COMMISSIONER LeBLANC: On page -- I 'guess the best 

place to start is on page 9 of your testimony, line 19, and 

in your colloquy with Mr. Wells and Mr. Bergin and 

everything else that we've talked about today, we talked 

about -- it's talking about drop shipping here. The growth 

in drop shipping thus holds the potential to reduce the size 

of certain parts of the purchased highway transportation 

network. 

And then how does that relate to what you talked 

about with the Chairman, because that affects overall 

volume? Now if it affects the volume, I'm going to hit you 

with another part here, so please try to follow me if you 

can, because I'm not so sure I can repeat it again -- but 

you talked about the timing needs, that the timing is based 

on needs, therefore volume. How do you correlate the two? 

THE WITNESS: Okay. To the extent that -- drop 

shipping happens. The Postal Service needs less 

transportation. If the Postal Service is able to reduce its 

capacity in response and does so, then drop shipping would 

drive costs out of the system. If for whatever reason -- 

and I'm not making up reasons -- but if, as I understood the 

question, for whatever reason the Postal Service does not 

reduce its capacity, then it will not drive costs out of the 
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system. It's at that very simple level that I was making my 

comment. Nothing more sophisticated. 

COMMISSIONER LeBLANC: Then if that is the case, 

in your colloquy with Mr. Wells I understand you -- correct 

me if I'm wrong here, and I'm not trying to put words in 

your mouth, but I believe I wrote this down right -- that 

the contracts have remained the same basically for x years, 

a number of years down the road, basically 8, 10 years, a 

long time. You've got a 30-percent unused capacity now that 

has basically remained the same for that same number of 

years. And yet the attribution level has skyrocketed. 

THE WITNESS: The variability? 

COMMISSIONER LeBLANC: Yes. 

THE WITNESS: Urn-hum. 

COMMISSIONER LeBLANC: What we used to call 

attribution -- 

THE WITNESS: Right. 

COMMISSIONER LeBLANC: Has all of a sudden become 

variability. I mean, I -- correlate that one. 

THE WITNESS: Okay. The reason that the 

variability has increased is because -- 

COMMISSIONER LeBLANC: I mean, I remember we were 

talking about -- excuse me for interrupting you -- that 

unused capacity level here too as well. 

THE WITNESS: It's stayed constant. 
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COMMISSIONER LeBLANC: That's correct. 

THE WITNESS: Right. The reason that the 

variability level has increased is because in the past for 

particularly inter-SCF and intra-SCF I and the Commission 

lumped all those contracts together. It's the nature of 

intra-SCF, local contracting, that has a pretty low 

variability. They're doing the network, they have a lot of 

flexibility to respond. It's generally the nature of 

tractor-trailer transportation to have a high variability. 

This has traditionally been the result. 

When I took inter-SCF and intra-SCF and broke them 

apart and looked separately at the van portion of it and the 

tractor-trailer portion of it, I came up with a higher 

variability, because I now have isolated the higher 

variability associated with the tractor-trailer portion of 

it. And that's a reason why the variability has increased. 

It's not so much -- it's not so much that -- that the nature 

of transportation has changed, but with the new data, my 

ability to go in there and do a finer job of breaking it out 

has improved. And that's what's led to the incre~ased 

variability. 

COMMISSIONER LeBLANC: Just clarify something for 

me then also. Thank you for that explanation. 

THE WITNESS: Sure. 

COMMISSIONER LeBLANC: You made the comment, I 
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believe I wrote this down right, that the Postal Service has 

no ability to use up unused capacity before buying extra 

capacity. 

Did I get that right? And if I did, you've got to 

explain that one to me, because from my business days, when 

I was in business, you wanted to use every bit of an asset 

that you had to the nth degree before you went out and 

purchased something extra, so why is -- this seems very 

counter-intuitive. 

THE WITNESS: I would agree that if I said it has 

no ability to do so that that was a. -;y 

I guess what I was trying to suggest is that my 

understanding of the second part of the analys,is -- you 

know, my analysis is cost to capacity -- my understanding of 

the second part of it is it sort of has a working 

relationship of proportionality between volume and capacity, 

and if that's true that is sort of a situation where, you 

know, you have a new household. A new household needs a 

vehicle but there are still going to be two people in that 

vehicle. There are still going to be two people in the old 

vehicle. 

The idea that if I add -- depending upon the way 

the volume comes the way they have to add transportation, 

they have to do so in a way that doesn't allow for them to 

take advantage of the unused capacity as much as possible. 
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I would agree that to the extent that they can, 

the variability numbers would be too high. I would agree 

with that point. It's a good point. 

COMMISSIONER LeBLANC: Thank you. ?hat's what I 

wanted to hear. 

Last question is in your colloquy again with Mr. 

Wells, you talked about, if I heard this right, you talked 

about inputs versus costs. 

THE WITNESS: Yes, sir. 

COMMISSIONER LeBLANC: And I agree with the 

Chairman because I have got two in college, so they are 

definitely costs, but given that scenario your attribution 

level then might go up a little bit under your approach 

there, the way you took it, but in a real world it is still 

a driving -- it is still something that varies from your 

cost versus input factor. 

THE WITNESS: Yes I actually -- with Mr. 

Wells -- I was just trying to be precise to sort of my 

profession, and we have some fairly bright dividing lines 

among those terms. 

But I would certainly agree with the notion that 

what I am looking at is how the need for those inputs goes 

up and how the cost of those inputs goes up as: we get more 

output. Sure, sure. 

COMMISSIONER LeBLANC: Okay. Thank you, Dr. 
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Bradley. Thank you, Mr. Chairman. 

CHAIRMAN GLEIMAN: I just want to make sure one 

more time that I understand this, because I am going to have 

to ask somebody else some questions later on obviously. 

When volume rises, the capacity of the system is 

increased in response to the increase in volume. 

THE WITNESS: Yes, sir. 

CHAIRMAN GLEIMAN: And consequently the unused 

capacity also rises. 

THE WITNESS: That's right. 

CHAIRMAN GLEIMAN: But you don't know that when 

the volume declines, capacity declines and the unused volume 

also declines. It is not -- 

THE WITNESS: No, it's symmetric. I didn't mean 

to suggest it wasn't. 

I guess I was a little cautious on the drop 

shipping stuff because I am not an expert on drop shipping 

and I don't know how it works, but to the extent it causes 

volume to decline, I would anticipate capacity would also 

decline in a symmetric way. 

CHAIRMAN GLEIMAN: I'm sure somewhere within the 

next 10 days we will find a witness to ask that question of 

and ask whether there are some real hard numbers about 

whether it works that way. 

Did questions from the bench precipitate any 
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Mr. Feldman had his hand up first, although Mr. 

Wells gets it on seniority. Mr. Wells. 

FURTHER CROSS EXAMINATION 

BY MR. WELLS: 

Q Dr. Bradley, you were asked about as volume 

increases, the capacity increases -- from the bench. 

A Yes, sir. 

Q And you agree with that, but your analysis does 

not include any volume changes, does it? 

A NO, sir, it doesn't. 

Q This relationship between volume and capacity is 

not reflected in your testimony? 

A That's correct. 

Q And any relationship is your judgmental 

relationship rather than what your testimony and analysis 

shows? 

A Actually, I was just trying to explain the current 

working assumption in both the Commission's and the Postal 

Service's cost method. 

It really was not -- I wasn't trying to make it a 

reflection of my judgment. 

Q All right. Well, let me make sure I: understand. 

Your analysis here is between cost and cubic foot 

capacity? 
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A Yes, sir. 

Q And you are saying that as cubic foot capacity 

increases, cost increases? 

A Yes, sir, I am. 

Q But you are not saying that cubic foot capacity 

increases has any relationship to volume at all? 

A My testimony does not address that issue. Yes, 

sir. 

MR. WELLS: Very good. Thank you. 

CHAIRMAN GLEIMAN: Mr. Feldman. 

MR. FELDMAN: Thank you, Mr. Chairman. 

FURTHER CROSS EXAMINATION 

BY MR. FELDMAN: 

Q Dr. Bradley, I hope this is -- I sincerely hope 

this is not asking the same question that we've heard 

another way, but you talked to Commissioner LeBlanc about 

the phenomenon of higher variabilities in transportation 

costs since you reevaluated the situation in recent years. 

Again, getting back to a couple of the highway 

segments where again in relative terms there are lower 

variabilities than in say the rail account or in the 

tractor-trailer portion of the highway accounts and so 

forth, in those accounts where there are by definition let's 

say nonvariable costs, if let us say 80 percent of the cost 

of a segment is variable, therefore 20 percent is 
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nonvariable, on that assumption, if the volume or the 

cubic-foot capacity in your phrase goes up in that account, 

there would still be -- the 20 percent that's fixed would 

remain fixed, is that not true, just the amount of dollars 

would increase but it would be 20 percent of a higher pot of 

dollars. 

A If we have a small increase in volume that's 

contemplated in my analysis of 10 percent -- I missed the 

number. 

Q It could take any -- you could pick the number. 

Yes. 

A Then the analysis would suggest that total cost 

would only go up by 8 percent. But I'd be a little cautious 

in necessarily talking about the nonvolume-variable portion 

as fixed, in the sense that if volume really went away -- 

Q Urn-hum. 

A You could get rid of all those costs. 

Q Let's try it the other way. If there was an 

erosion of volume as opposed to a disappearance of volume of 

a product -- 

A Right. 

Q But a 5-percent decline in postal volume which 

translated to some amount x in cubic-foot capacity to 

transport mail volume for say 1998, let's just assume that 

happened -- 
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A Urn-hum. 

Q That would have an impact on the volume-variable 

costs that you've measured, would it not? 

A It would have an impact on total cost. 

Q Would it have an impact on the nonvolume-variable 

costs? 

A Well, again, to the extent that the 

nonvolume-variable costs are simply a reflection of the 

response of volume -- excuse me, response of costs to 

changes in volume, and they're not fixed in the traditional 

sense of an absolute fixed cost there without zero volume, 

they too could also decline when volume declines. What -- 

Q I'm sorry. Go ahead, please. 

A What I measure is the reduction in total cost 

associated with reduction in volume. 

Q Would it be fair to say -- and I hope this really 

will be the last question -- would it be fair to say then 

that for those costs which are nonvolume-variable within 

your analysis that the precise nature of the nonvariable 

costs perhaps are not known? 

A No. In fact, I'd be willing to suggest that they 

are not fixed, and that if we had an erosion of volume, we 

would lose some volume-variable costs and some 

nonvolume-variable costs in -- if we're talking about a 

material change in volume. At the margin, ea-lcrr3Mze -75 
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marginal costs, absolutely not. But I'm thinking of, you 

know, a situation in which you had a substanti.al reduction 

in the volume of a class of mail, I think total costs would 

go down by, you know, what the equation suggests. And some 

of those costs could be what the Post Office would classify 

as volume-variable, and some could be what would be 

classified as not volume-variable at the current volume 

level. 

Q Could you give me one example only of a 

nonvolume-variable cost in the purchased transportation 

area? 

A Of a nonvolume variable cost? 

Q In the purchase transportation area. 

A Here, the nonvolume variable costs arise solely 

from economies of scale. It is not a separati.on of fixed 

versus variable. And so the nonvolume variable costs arise 

because the cost of producing that last cubic foot mile is 

cheaper than the first. 

And so when I lose volume and I am moving up that 

cost curve -- moving up my cost curve, the cost for each 

unit is going up and that's sort of how -- what I mean by 

the nonvolume variable cost. 

Q So the nonvolume variable costs may move up and 

down but they may not move at the same rate as the volume 

variable? 
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A That's correct. 

MR. FELDMAN: Thank you very much. I appreciate 

it. 

That's all. 

CHAIRMAN GLEIMAN: Is there any further followup? 

[No response. 1 

CHAIRMAN GLEIMAN: If there is not, I have lots of 

questions but, given the hour of the day and the fact that 

you have three water pitchers in front of you, all nearly 

empty, I think that if your counsel would like to take some 

time with you for redirect, now would be a good time to do 

that. 

MS. DUCHEK: Yes, just five minutes, probably. 

CHAIRMAN GLEIMAN: Okay, five minutes it is. 

[Recess.] 

CHAIRMAN GLEIMAN: Counselor, whenever you're 

ready. 

MS. DUCHEK: I have no redirect. 

CHAIRMAN GLEIMAN: Well -- if there is no 

redirect, as I have said a number of times, there can't be 

any follow-up to redirect, which brings us to the end of the 

day. 

Dr. Bradley, I want to thank you. 

We appreciate your appearance here today and your 

contributions to the record. Be assured that when you 
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appear here again on the 20th I am going to remind you of 

how much you like all those past Commission costing 

methodologies and studies. 

If there is nothing further, again thank you and 

you are excused. 

THE WITNESS: Thank you. 

[Witness excused.] 

CHAIRMAN GLEIMAN: That concludes tc,day's hearing. 

We will reconvene tomorrow morning at 9:30, 

October the 15th, to receive testimony of Postal Service 

Witnesses Hatfield, Mayes, and Adra. 

Thank you all and have a good evening. 

[Whereupon, at 5:46 p.m., the hearing was 

recessed, to reconvene at 9:30 a.m., Wednesday, October 15, 

1997.1 
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