USPS-FY08-13    


STANDARD MAIL AND PERIODICALS DESTINATION ENTRY 

COST AVOIDANCE ESTIMATES

I.  PREFACE

A.  Purpose and Content
Attachment USPS-FY08-13 contains the destination entry cost avoidance estimates for Standard Mail and Periodicals.

B.  Predecessor Documents 
Docket No. R2006-1, USPS-LR-L-112

Docket No. ACR2007, USPS-FY07-13

C.  Methodology    
This attachment relies on the Postal Regulatory Commission (PRC) cost methodology from Docket No. R2006-1 and subsequent cost model modifications described in Docket No. ACR2007, USPS-FY07-13. While the overall estimating methodology in this attachment is the same as that relied upon in the predecessor documents, the Standard Mail analysis has been expanded to estimate cost avoidances by shape (letters, flats, and Non-Flat Machinables/parcels). A shape-specific analysis is possible because the Standard Mail line items in the Cost and Revenue Analysis (CRA) report are now available in more disaggregated form.

Three models are provided. The first model ('STD DEST ENT TOTAL.XLS') calculates the aggregate "total" cost avoidance estimates using the same methodology relied upon in USPS-FY07-13. Some worksheets have been added to the model in order to separate the cost segment 8 and 14 costs by shape.  The 'FY08 CS Data' worksheet (page 40) contains the CRA cost segment 8 and 14 data using the new Standard Mail line items presented in the CRA. The 'CR Dist Key' worksheet (page 39) contains pound distribution percentages by shape for the carrier route category, which includes costs for all shapes. The 'FY08 CS Data By Shape' worksheet (page 38) applies those distribution percentages to the carrier route line item in the 'FY08 CS Data' worksheet and adds those costs to the other shape-specific line items in order to estimate the cost segment 8 and 14 costs by shape. In this first model, the aggregate "total" costs are relied upon in the analysis; the results are therefore comparable to those calculated in USPS-FY07-13. The 'Summary' worksheet (page 1) has also been modified to include the estimates from the other two models.

A second model ('STD DEST ENT LETTERS.XLS') has been created in order to estimate the destination entry cost avoidances for letter-shaped mail. In the letters model, the cost segment 8 and 14 costs for letter-shaped mail are relied upon to estimate the cost avoidances. Furthermore, the 'Entry Profile Inputs' worksheet (page 70) has been modified to remove the volumes for flat-shaped mail. Given that letter-shaped mail is entered only in loose trays and in trays contained on pallets, some sack-specific worksheets and line items have been deleted from this model.  The letters cost avoidance estimates are calculated on page 43 of USPS-FY08-13 and are also shown in the 'Summary' worksheet (page 1) of the 'STD DEST ENT TOTAL.XLS' model.

Using the same methodology, a third model has been created ('STD DEST ENT FLATS.XLS') in order to estimate the destination entry cost avoidances for flat-shaped mail.  In the flats model, the cost segment 8 and 14 costs for flat-shaped mail are relied upon to estimate the cost avoidances. Furthermore, the 'Entry Profile Inputs' worksheet (page 70) has been modified to remove the volumes for letter-shaped mail. Given that flat-shaped mail is only entered in loose sacks, bundles, or sacks on pallets, some tray-specific worksheets and line items have been deleted from this model.  The flats cost avoidance estimates are calculated on page 78 of USPS-FY08-13 and are also shown in the 'Summary' worksheet (page 1) of the 'STD DEST ENT TOTAL.XLS' model.

The NFMs/parcels cost avoidance estimates are calculated in the 'Summary' worksheet (page 1) of the 'STD DEST ENT TOTAL.XLS' model by applying pound distribution percentages to the cost avoidances for the other two shapes, subtracting them from the total cost avoidance estimates, and dividing that difference by the NFMs/parcels pound distribution percentage.

D.  Input/Output
The Standard Mail destination entry cost avoidance estimates are calculated using the following inputs:

Input Source



Input Description





USPS-FY08-1



Standard Mail total pieces and pounds

USPS-FY08-6



cost segment 8 and 14 data

USPS-FY08-7



overhead factors







volume variability factors







premium pay factors







mail processing wage rate

USPS-FY08-14



entry profile data by facility / container type 







pieces per sack, tray, and pallet

USPS-FY08-24



cost segment 8 piggyback factor

USPS-FY08-25



operations specific piggyback factors
Docket No. R97-1,



sacks per pallet

USPS-LR-H-105



trays per pallet

Docket No. R97-1,



flow path data

USPS-LR-H-111



sack/tray inputs

Docket No. R97-1, 



sacks per pallet

USPS-LR-H-185



trays per pallet

Docket No. MC96-2,


personal, fatigue, and delay (PFD) allowance

USPS-LR-PRR-7

Docket No. MC95-1,


flow paths

Exhibit USPS-T-9B

Docket No. R94-1,



BMC realization factor

Tr. 8/4006

The Standard Mail cost avoidance estimates are the outputs that are relied upon to develop the discounts and passthrough values contained in USPS-FY08-3. They are also used to develop the enhanced carrier route (ECR) cost estimates contained in USPS-FY08-18, and are also used in USPS-FY08-27, Nonprofit Mail Cost Approximations.

The Periodicals destination entry cost avoidance estimates are calculated using the following inputs:

Input Source



Input Description





USPS-FY08-1



Periodicals pieces per pound

USPS-FY08-7



volume variability factors







premium pay factors







mail processing wage rate

USPS-FY08-14



pieces per sack and pallet







percentage in sacks and on pallets

USPS-FY08-23



MODS productivity data

USPS-FY08-25



operations specific piggyback factors
Docket No. R2006-1,


volume percentage bypassing DADC

USPS-T-25, page 7

Docket No. R97-1,



productivity data

USPS-LR-H-111



container conversion factors







flow percentages

Docket No. R97-1,



productivity data

USPS-LR-H-132

Docket No. MC95-1,


SCF mechanization percentage

Exhibit USPS-11U

Docket No. R94-1,



BMC realization factor

Tr. 8/4006

Docket No. R90-1,



volume percentage flowing from BMC to SCF

Exhibit USPS-12B



volume percentage flowing from BMC to DU

The Periodicals cost avoidance estimates are the outputs that are relied upon to develop the discounts and passthrough values contained in USPS-FY08-3.

II.  ORGANIZATION
The Standard Mail transportation and non-transportation cost avoidance estimates by shape are presented in the Microsoft Excel workbooks 'STD DEST ENT TOTAL.XLS,' 'STD DEST ENT LETTERS.XLS,' and 'STD DEST ENT FLATS.XLS,' as described above. The results are contained in the 'Summary' worksheet in the first workbook (page 1 of USPS-FY08-13). Data sources are referenced in each spreadsheet throughout the workbook. The results are also reported in Table 1 below.  
The Periodicals non-transportation cost avoidance estimates are presented in the Microsoft Excel workbook ‘PER DEST ENT.XLS’ in the 'Summary' worksheet (page 113) of USPS-FY08-13. Data sources are referenced in each spreadsheet throughout the workbook. The results are also reported in Table 2 below.  
Table 1:

FY08 Standard Mail Destination Entry

Cost Avoidance Summary
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Flats

NFMs / Parcels

Total

Total

Cost Element

Cost Per Pound

Cost Per Pound

Cost Per Pound

Cost Per Pound

Cost Per Pound

(Check)

  Transportation

DDU

$0.1901

$0.2453

$1.0152

$0.2527

$0.2527

DSCF

$0.1649

$0.2170

$0.9493

$0.2241

$0.2241

DBMC

$0.1442

$0.1951

$0.7693

$0.1978

$0.1978

  Non-Transportation

DDU

$0.1140

$0.0263

$0.3024

$0.0598

$0.0598

DSCF

$0.0679

$0.0179

$0.3589

$0.0425

$0.0425

DBMC

$0.0361

$0.0103

$0.1830

$0.0229

$0.0229

  Total

DDU

$0.3041

$0.2716

$1.3175

$0.3124

$0.3124

DSCF

$0.2327

$0.2349

$1.3082

$0.2666

$0.2666

DBMC

$0.1802

$0.2053

$0.9524

$0.2206

$0.2206


Table 2:

FY08 Periodicals Destination Entry

Cost Avoidance Summary
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Cost Per Pound

  Non-Transportation

DADC

$0.0081

DSCF

$0.0328

DDU

$0.0702
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