USPS-FY08-16    


PARCEL POST SINGLE-PIECE AND BOUND PRINTED MATTER 

TRANSPORTATION COST MODELS / 
BULK PARCEL RETURN SERVICE COST MODEL
I.  PREFACE
A.  Purpose and Content
USPS-FY08-16 documents the Parcel Post single-piece and Bound Printed Matter transportation cost estimates and the Bulk Parcel Return Service cost estimates. 
B.  Predecessor Documents 
Docket No. R2006-1, USPS-LR-L-113.
Docket No. ACR2007, USPS-FY07-16.

C.  Methodology    
In general, USPS-FY08-16 relies on the Postal Regulatory Commission (PRC) cost methodology from Docket No. R2006-1, including the cost model modifications described in Docket No. ACR2007, USPS-FY07-16.
With one exception, the Parcel Post single-piece transportation cost model is the modified version of the USPS-FY07-16 model presented to the Commission on November 19, 2008 in Proposal 13.  Historically, the formula used to calculate the number of Intra-BMC legs in the "Cost Distribution" worksheet (page 4) has include the estimated number of Destination Delivery Unit (DDU) legs, which is quite small.  In Proposal 13, the number of DDU legs was moved to the "Other Inputs" worksheet (page 13) and was still included in the Intra-BMC legs calculation. In order to fully de-link the market dominant analysis from the competitive analysis, the DDU transportation legs estimate has been removed from the cost model. This modification has an insignificant impact on the results. 

The Bound Printed Matter cost model is identical to that contained in USPS-FY07-16, but three versions have been provided. The first version is comparable to the model contained in USPS-FY07-16 and estimates the transportation costs using aggregate flats and parcels cost segment 8 and 14 costs. The second and third versions of the model estimate separate costs for flats and parcels, respectively, using the disaggregate cost segment 8 and 14 costs by shape that are now presented in the Cost and Revenue Analysis report.  
The Bulk Parcel Return Service model relies on the same methodology presented in USPS-FY07-16. 
D.  Input/Output
The Parcel Post transportation cost estimates are calculated using the following inputs:

Input Source



Input Description





USPS-FY08-4



Billing determinants data

USPS-FY08-6



Cost segment 8 and 14 data

USPS-FY08-17



Parcel Post cube-weight regression equations

USPS-FY08-24



CS 8 piggyback factor

Docket No. R2000-1,


Percent of Intra-SCF highway and POV costs

USPS-T-26, Attachment N


avoided by DDU parcels

Docket No. R97-1,



Local transportation cost assumptions

USPS-T-16 

FY08 Parcel Post volume, cubic feet and weight data

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

The Bound Printed Matter transportation cost estimates are calculated using the following inputs:

Input Source



Input Description





USPS-FY08-1



Bound Printed Matter FY08 pounds







and pounds per cubic foot

USPS-FY08-6



Cost segment 8 and 14 data

USPS-FY08-16 (Parcel Post model)
Zone-related percentages

USPS-FY08-24



CS 8 piggyback factor

Docket No. R2000-1,


Percent of Intra-SCF highway and POV costs

USPS-T-26, Attachment N


avoided by DDU parcels

Docket No. R2000-1,


Average zoned haul

USPS-T-27, Attachment K

Docket No. R2000-1,


Entry profile data
USPS-LR-I-109



Zone distribution percentages
The Bound Printed Matter transportation cost estimates are the outputs that are relied upon to develop the discounts and passthrough values contained in USPS-FY08-3.

The Bulk Parcel Return Service cost estimates are calculated using the following inputs:

Input Source



Input Description





USPS-FY08-7



Volume variability factors







Wage rates






Premium pay factor

USPS-FY08-15



Aggregate Media / Library Mail model cost






Media Mail / Library Mail CRA proportional 






adjustment factor








Media Mail / Library Mail fixed CRA costs







Parcel processing assumptions

USPS-FY08-16 (Parcel Post model)
Inter-BMC and Intra-BMC transportation legs







Inter-BMC and Intra-BMC transportation costs






Inter-BMC and Intra-BMC cubic feet
USPS-FY08-23



MODS productivity data

USPS-FY08-25



Piggyback Factors

Docket No. R2001-1,


Parcel processing assumptions

USPS-LR-J-64



BPRS mailer data
Docket No. R2000-1,


Base year CRA data

USPS-T-11

Docket No. R2000-1,


Base year piggyback factors

USPS-T-21, Attachment 13

Docket No. R2000-1,


Base year wage rates

USPS-LR-I-11




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

1998 BPRS cubic feet per piece

1982 Special Standard cubic feet per piece
The Bulk Parcel Return Service 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 Parcel Post single-piece transportation cost estimates are presented in the Microsoft Excel workbook ‘PARCEL POST SP TRANS.XLS’ in the spreadsheet ‘Cost-Sum’ on page 1 of USPS-FY08-16. Data sources are referenced in each spreadsheet throughout the workbook. The results are also reported in Table 1 below.  
Table 1:

FY08 Parcel Post Single-Piece Transportation Cost Estimates
[image: image1.wmf]Cost

Cost Element

Per 

Cubic Foot

Inter-BMC

Zone 1 and 2

$6.6962

Zone 3

$6.9293

Zone 4

$7.3307

Zone 5

$7.9689

Zone 6

$8.6152

Zone 7

$9.3742

Zone 8

$10.7022

Intra-BMC

Local

$3.3391

Zone 1 and 2

$6.3051

Zone 3

$6.3051

Zone 4

$6.3051

Zone 5

$6.3051


The Bound Printed Matter aggregate, flats, and parcels transportation cost estimates are presented in the Microsoft Excel workbooks ‘BPM TRANS TOTAL.XLS,’ ‘BPM TRANS FLATS.XLS,’and ‘BPM TRANS PARCELS.XLS’ in the ‘Cost-Sum’ spreadsheets on pages 16, 23, and 30, respectively, of USPS-FY08-16. Data sources are referenced in each spreadsheet throughout the workbook. The results are also reported in Table 2 below.  
Table 2:

FY08 Bound Printed Matter Transportation Cost Estimates
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Flats

Parcels

Cost Element

Cost Per

Cost Per

Cost Per

Pound

Pound

Pound

DBMC

Zone 1 and 2

$0.0431

$0.0374

$0.0456

Zone 3

$0.0920

$0.0635

$0.1044

Zone 4

$0.1297

$0.0836

$0.1497

Zone 5

$0.2698

$0.1583

$0.3182

DSCF

$0.0251

$0.0278

$0.0239

DDU

$0.0041

$0.0045

$0.0039

Non-Dropship

Zone 1 and 2

$0.1081

$0.0855

$0.1179

Zone 3

$0.1205

$0.0920

$0.1329

Zone 4

$0.1358

$0.1000

$0.1513

Zone 5

$0.1605

$0.1130

$0.1812

Zone 6

$0.1862

$0.1264

$0.2122

Zone 7

$0.2153

$0.1417

$0.2473

Zone 8

$0.2726

$0.1716

$0.3164


The Bulk Parcel Return Service cost estimates are presented in the Microsoft Excel workbook ‘BPRS.XLS’ in the spreadsheet ‘Cost-Sum’ on page 37 of USPS-FY08-16. Data sources are referenced in each spreadsheet throughout the workbook. The results are also reported in Table 3 below.  
Table 3:

FY08 Bulk Parcel Return Service Cost Estimates

[image: image3.wmf]Task

Unit Costs

Collection

$0.042

Mail Processing

$0.862

Transportation

$0.630

Delivery

$0.071

Postage Due

$0.062

Total Cost

$1.667
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