USPS-FY08-15  


PARCEL POST SINGLE-PIECE, BOUND PRINTED MATTER, AND
MEDIA MAIL / LIBRARY MAIL 
MAIL PROCESSING COST MODELS

I.  PREFACE
A.  Purpose and Content
USPS-FY08-15 documents the mail processing cost estimates for Parcel Post single-piece, the mail processing and delivery cost estimates for Bound Printed Matter, and the mail processing cost estimates for Media Mail - Library Mail.  
B.  Predecessor Documents
Docket No. R2006-1, USPS-LR-L-103.
Docket No. ACR2007, USPS-FY07-15.

C.  Methodology    
In general, USPS-FY08-15 relies on the Postal Regulatory Commission (PRC) cost methodology from Docket No. R2006-1.  The Parcel Post single-piece mail processing cost model, however, is the modified version presented to the Commission in Proposal 13 on November 19, 2008.  In addition, new input data from two field analyses have been incorporated into all three models. 
The first analysis was a national delivery unit (DU) study conducted in order to estimate the average incoming secondary parcel sorting productivity and the distance between the dock and the parcel sorting area.  Thirty delivery units, two each within the service territory of 15 mail processing facilities, were sampled.   

The study mapped Origin Destination Information System (ODIS) destinating flats volume to processing facility using the DMM L002 labeling list.  Mail processing facilities were then divided into three strata.  Facilities defined as Area Distribution Centers (ADCs) by DMM labeling list L004 were placed in a stratum of ADCs.  The remaining facilities were separated into large and small Sectional Center Facilities (SCFs).  Small SCFs were defined as SCFs having less than 100 million flats.  A sample of nine ADCs, four large SCFs, and two small SCFs was selected from each strata with the probability of selection proportional to ODIS destinating flats volume.  Two delivery units were chosen for each selected mail processing facility with the probability of selection proportional to the number of delivery points served by the delivery unit.  This survey was performed in conjunction with a survey of flat-shaped mail operations.  

Sampling was conducted between May 2008 and August 2008.  A survey team of three to five members was sent to each delivery unit for one day.   Members of the survey teams were experienced in field data collection and consisted of one or two Christensen Associates’ staff and one to three USPS headquarters personnel.

Data were first aggregated within each mail processing facility then weighted to reflect the relative size of the facility using ODIS destinating flats volume.  Observations were then weighted across facilities using the inverse of the sites’ probability of selection.  The above steps were repeated for delivery units served by the 15 selected mail processing facilities with delivery points serving as the weighting factor instead of ODIS destinating flats volume.  The two delivery units within a mail processing facility’s service territory were then weighted to the facility.  Selection probabilities were calculated by repeated random draws.  Standard errors were estimated by bootstrapping the original sample.  Missing observations were replaced by the simple average of all observations in the sample.

The second analysis involved the development of time estimates using the Methods Time Measurement (MTM) predetermined time system. This analysis was conducted using version 9.01 of the MTM-4M personal computer software and was performed by an analyst who obtained a "blue card" certification at the MTM Institute in Des Plaines, IL in September 2008. 

Two tasks were estimated. First, a productivity estimate for manually moving containers from the dock to the parcel sorting area was developed. This estimate relied on the distance measurement obtained from the DU study as described above.  Second, the time required for a Primary Parcel Sorting Machine clerk to key a 5-digit ZIP Code was also estimated. This time estimate was used to develop barcode savings estimates for the Bound Printed Matter and Media Mail-Library Mail models. Previously, neither model contained a barcode savings estimate.  
D.  Input/Output
The Parcel Post single-piece mail processing cost estimates are calculated using the following inputs:

Input Source



Input Description



USPS-FY08-4



Parcel Post single-piece billing determinants
USPS-FY08-7



Volume variability factors







Premium pay factors







Wage rates
USPS-FY08-15



2008 Delivery Unit (DU) Study data







MTM-4M Time Estimates
USPS-FY08-23



MODS productivity data

USPS-FY08-25



Piggyback factors
USPS-FY08-26



Parcel Post single-piece mail processing unit 






cost estimate by cost pool
Docket No. R2001-1,


Parcel processing assumptions

USPS-LR-J-64

Docket No. R2000-1,


Pieces per container data

USPS-T-26, Attachment A
Docket No. R2000-1,


Scanning transaction time estimate

USPS-T-30, Section A
Docket No. R97-1,



Arrival profile

USPS-LR-H-131




Docket No. R97-1,



Productivity data

USPS-LR-H-132



Dispatch profile
Docket No. R97-1,



Container dimension data

USPS-LR-H-133
FY08 Parcel Post volume, cubic feet
Parcel Post cubic feet per piece
and weight data

The Parcel Post cost estimate outputs are relied upon to develop the discounts and passthrough values contained in USPS-FY08-3.
The Bound Printed Matter cost estimates are calculated using the following inputs:

Input Source



Input Description




USPS-FY08-1



Bound Printed Matter cubic feet per piece
USPS-FY08-4



Billing determinants data

USPS-FY08-6



Delivery cost estimates

USPS-FY08-7



Volume variability factors







Premium pay factors







Wage rates

USPS-FY08-15



Parcel Post assumptions







2008 Delivery Unit (DU) Study data







MTM-4M Time Estimates

USPS-FY08-22



Bound Printed Matter mail processing costs
USPS-FY08-23



MODS productivity data

USPS-FY08-24



Piggyback factors

USPS-FY08-25



Piggyback factors
Docket No. R2000-1,


ASF volume percentage

USPS-T-26, Attachment Y

Docket No. R2000-1,


Outgoing cost percentages

USPS-T-27, Attachment H
Docket No. R2000-1,


Productivity data

USPS-LR-I-88

Docket No. R2000-1,


Productivity data

USPS-LR-I-90

Docket No. R2000-1,


Dispatch profile

USPS-LR-I-109



Mail characteristics data

Docket No. R97-1,



Arrival profile

USPS-LR-H-131




Docket No. R97-1,



Productivity data

USPS-LR-H-132

Docket No. R97-1,



Container dimension data

USPS-LR-H-133
Docket No. R84-1,



Pieces per container data

Exhibit USPS-T-14I

Docket No. R84-1,



Incoming secondary parcel sorting

USPS-T-16




productivity

1982 cubic feet per piece
The Bound Printed Matter cost estimate outputs are relied upon to develop the discounts and passthrough values contained in USPS-FY08-3.

The Media Mail / Library Mail cost estimates are calculated using the following inputs:

Input Source



Input Description




USPS-FY08-1



Media Mail / Library Mail 







cubic feet per piece

USPS-FY08-4



Media Mail / Library Mail 






billing determinants data

USPS-FY08-7



Volume variability factors







Premium pay factors







Wage rates

USPS-FY08-15



Parcel Post assumptions







2008 Delivery Unit (DU) Study data







MTM-4M Time Estimates

USPS-FY08-23



MODS productivity data

USPS-FY08-25



Piggyback factors

USPS-FY08-26



Media Mail / Library Mail mail processing unit 






cost estimate by cost pool

Docket No. R97-1,



Arrival profile

USPS-LR-H-131




Docket No. R97-1,



Productivity data

USPS-LR-H-132



Dispatch profile

Docket No. R97-1,



Container dimension data

USPS-LR-H-133

Docket No. R84-1,



Pieces per container data

Exhibit USPS-T-14I

Docket No. R84-1,



Incoming secondary parcel sorting

USPS-T-16




productivity
The Media Mail / Library Mail cost estimate outputs are relied upon to develop the discounts and passthrough values contained in USPS-FY08-3.

II.  ORGANIZATION
The Parcel Post single-piece cost model results are presented in the Microsoft Excel workbook ‘PARCEL POST SINGLE-PIECE MP.XLS’ in the spreadsheet tab entitled ‘Parcel Post Summary,’ page 1 USPS-FY08-15.  The results are also reported in Table 1 below. 
TABLE 1:  PARCEL POST SINGLE-PIECE COST ESTIMATES
	Category Description
Total Mail Processing Unit Cost Estimates

Aggregate Inter-BMC
Aggregate Intra-BMC


	Cost Estimate

$ 3.469
$ 2.729



The Bound Printed Matter cost model results are presented in the Microsoft Excel workbook ‘BPM MP.XLS’ in the spreadsheet tab entitled ‘Summary,’ page 14 USPS-FY08-15.  The results are also reported in Table 2 below. 

TABLE 2:  BOUND PRINTED MATTER COST ESTIMATES

	Category Description
DBMC Cost Savings Estimate
DSCF Cost Savings Estimate
DDU Cost Savings Estimate
Carrier Route Presort Cost Savings Estimate 
Flats - Parcel Cost Differential

Barcode Savings Estimate
	Cost Estimate

$ 0.193
$ 0.424
$ 0.178
$ 0.098
$ 0.124
$ 0.036




The Media Mail / Library Mail cost model results are presented in the Microsoft Excel workbook ‘MEDIA MAIL MP.XLS’ in the spreadsheet tab entitled ‘Summary,’ page 26 USPS-FY08-15.  The results are also reported in Table 3 below. 

TABLE 3:  MEDIA MAIL / LIBRARY MAIL COST ESTIMATES

	Category Description
Total Mail Processing Unit Cost Estimates
Single-Piece

Basic Presort 

5-Digit Presort
Mail Processing Unit Cost Savings Estimates
Basic Presort
5-Digit Presort

Barcode Savings Estimate
	Cost Estimate

$ 1.664
$ 1.273
$ 1.029
$ 0.391
$ 0.634
$ 0.037




The DU study results are contained in the Microsoft Excel workbook 'DU STUDY.XLS' and are presented in Table 4 below. 

[image: image1.wmf]Standard

Estimate

Error

Distance from Dock to Corral (in feet)

92.4

9.09

Number of Containers in Corral

53.0

7.48

Manual Parcel Sorting Productivity

488.8

34.35

Container Types Used in Parcel Sorting Corral

Hamper

93.5%

5.3%

U-Cart

3.3%

3.9%

APC

3.3%

3.9%

TABLE 4: DELIVERY UNIT PARCEL PROCESSING ESTIMATES


Scanned copies of the MTM-4M printouts for the two estimated tasks are contained in the file 'USPS-FY08-15.PDF.'  The results are presented in Table 5 below.
TABLE 5: MTM-4M COST MODEL INPUTS




Task




Input Value





Move container to parcel sort
28.99 units per hour




Key 5-Digit ZIP Code on PPSM
0.00056 hours
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