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NAAIVPICW-Tl-8. 

You note @, D-7, fn. 5) that weight and cube may play a highly 
significant role in the number of containers that enter a facility. 
Is the Postal Service’s cost study of LR-H-182 biased because it 
ignores the relationship between weight/cube and the costs of 
handling empty equipment? If so, does this bias overestimate or 
underestimate the effect of weight on cost? Please explain. 

As your question points out, I have postulated that weight and cube may be significant 

factors with respect to the number of containers that enter a facility. To the extent that 

my premise is correct, then a study that ignores the relationship between weight of mail 

and the costs of handling empty equipment will be biased in the direction of 

understating costs attributed to weight. 
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NAAIVPICW-Tl-9. 

Is the Postal Service’s cost study LR-H-182 biased because it 
does not control for destination entry category (DDU, DSCF, 
DBMC, none)? If so, does this bias overestimate or 
underestimate the effect of weight on cost? Please explain. 

As my testimony notes, the Postal Service has documented the relationship between 

weight and costs avoided by virtue of destination entry. For example, mail that is not 

shipped to any destination entry point, is not highly presorted, and therefore must be 

taken into a facility to be processed, may incur weight-related costs. It is precisely 

these costs that a proper weight-cost study should seek to measure. On the other hand, 

it should also be obvious that mail which is dropshipped directly to a DDU will bypass 

any intermediate handling and certainly will not incur any intermediate weight-related 

costs whatsoever (to the extent that such costs exist). The same is true, to a lesser 

extent, of mail dropshipped to SCFs and BMCs. When tallies of mail dropshipped to 

destination entry points are treated like any other tallies, with no controls, the likely 

result will be to understate the weight-cost relationship - unless, of course, one 

assumes that there, are no intermediate handling costs caused by weight and/or cube. 



Response of Dr. John Haldi to NAAIVP-CW-Tl-10 
Page 1 of 1 

NAAIVPICW-Tl-10. 

The Postal Service’s cost study LR-H-182 allocates city carrier 
street time rests among weight increments using pieces, not 
weight. To the extent that city carrier street time costs are 
weight-related, is LR-H-182 is biased? If so, does this bias 
overestimate or underestimate the effect of weight on cost? 
Please explain. 

As worded, this question virtually answers itself. To the extent that city carrier street 

time costs are weight-related, a study that totally ignores any possible causal 

relationship and treats all city carrier street time costs as piece-related will obviously be 

biased in the direction of understating weight-related costs. No study can investigate a 

possible weight-cost relationship when, at the outset, any possible relationship is 

assumed out of existence. See testimony of witness Bradstreet, AAPS-T-l, pages 33. 

41, for a discussion of how weight may affect carrier street time costs. 
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NAANPICW-Tl-11. 

Approximately 60% of Cost Segment 7 is not attributed 

(a) Are all of the institutional costs in Cost Segment 7 non-volume-variable? 
If not, please explain how much is volume variable and why. 

@) If all of the volume disappeared from the system, what portion of these 
Cost Segment 7 institutional costs would remain? Please explain. 

Reswnse: 

(a) 

(3) 

I have not testified about the volume variability of cost segment 7. It is my 

understanding that non-volume variable costs have traditionally been treated as 

institutional costs in proceedings before the Commission. 

I do not fully comprehend the question. The study in LR-H-182 pertains to the 

effect of weight on bulk mail. If the question is intended to ask what would 

happen if all bulk mail volume disappeared from the system, I would not expect 

any diminution in the institutional costs of Cost Segment 7. Alternatively, if the 

question concerns what would happen if all mail volume - First-Class, 

periodicals, bulk mail, etc. - disappeared entirely, my response to this rather 

extreme hypothetical is that I would expect the Postal Service to fold up its tent 

and ride off into the sunset. 
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