USPS-FY10-16    


BOUND PRINTED MATTER TRANSPORTATION COST MODEL / 
BULK PARCEL RETURN SERVICE COST MODEL
I.  PREFACE
A.  Purpose and Content
USPS-FY10-16 documents the 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.

Docket No. ACR2008, USPS-FY08-16.

Docket No. ACR2009, USPS-FY09-16.

C.  Methodology    
USPS-FY10-16 relies on the Postal Regulatory Commission (PRC) cost methodology from Docket No. R2006-1 and includes the modifications described in USPS-FY08-16. In addition, two other modifications were made. 
After the 2009 annual compliance report (ACR) was filed, the Commission issued Chairman’s Information Request No. 1 on January 22, 2010. Question 18 of that request asked the following:

There are several instances in USPS-FY09-15 and USPS-FY09-16 where the Bound Printed Matter and Media Mail models reference the former Single-Piece Parcel Post split between Intra-BMC and Inter-BMC. Because the Single-Piece Parcel Post distinction between Intra-BMC and Inter-BMC no longer exists, the models now use the FY 2008 Intra-BMC/Inter-BMC volume split as a proxy. Please explain the rationale for using the FY 2008 disaggregation, and if this methodology will continue in the future models.

On February 2, 2010, the Postal Service filed the following response:

FY 2008 data were used as proxies because no other data were available. This methodology and the availability of alternative cost model input data will be evaluated in the coming months. It should be pointed out that the network distribution center (NDC) activation process, which will have an impact on these subclasses of mail, is not yet completed. It is therefore possible that proxies may have to be relied upon until this process is completed.

Both models presented in ACR2009 document USPS-FY09-16 relied on 2008 Parcel Post single-piece data. The Bound Printed Matter transportation cost model (USPS-FY09-16) relied on zone-related percentages in cells I10 and I14 on pages 7, 14, and 21. The Bulk Parcel Return Service cost model (USPS-FY09-16) relied on transportation leg and cost data presented on page 26.
Even though the Parcel Post single-piece transportation cost model is no longer presented in annual compliance report documents, the cost segment 14.3 data that were used to calculate the zone-related percentages in the Bound Printed Matter transportation cost models are still available. In ACR2009, these data were presented in USPS-FY09-32. These data are therefore used in the USPS-FY10-16 model. 

Bulk Parcel Return Service (BPRS) parcels, by definition, are returned Standard Mail machinable parcels. Given this fact, data from the Standard Mail destination entry cost model (USPS-FY10-13) can be used to estimate the BPRS transportation and delivery costs estimated on pages 32 and 34, respectively.

A cost per pound estimate for transporting origin entered Standard Mail parcels and non-flat machinables (NFM) to the delivery unit can be found in USPS-FY10-13, page 1, cell F10. A pound per cubic foot estimate can be calculated using data from page 30 of the BPRS cost model. The average cubic feet per piece can also be found on page 30.  It is proposed that the new BPRS transportation cost estimate should be calculated by multiplying these three figures together.  Using ACR2010 data, the calculation would be performed as follows:

($0.977 / pound) * (9.022 pound / cubic foot) * (0.084 cubic feet / piece) = $0.744
The delivery unit cost estimate has historically been based on a cost per cubic foot leg estimate for local transportation. These estimates were previously derived using Parcel Post single-piece transportation cost data. An alternative estimate can also be derived using data from the Standard Mail destination entry cost model. The difference between the DSCF and DDU cost per pound savings estimates for parcels and NFMs presented on page 1 of that model in cells F11 and F10, respectively, is a good approximation for a local transportation leg. That cost per pound figure can then be multiplied by the pounds per cubic foot estimate derived using data from page 30 of the BPRS cost model, as described above. The end result is a cost per cubic foot estimate for local transportation that is based on Standard Mail data.

D. Corresponding Non-Public or Public Document

There is no corresponding non-public document to USPS-FY10-16.
E.  Input/Output
The Bound Printed Matter transportation cost estimates are calculated using the following inputs:

Input Source



Input Description





USPS-FY10-1



Bound Printed Matter pounds

USPS-FY10-24



CS 8 piggyback factor

USPS-FY10-32



Cost segment 8 and 14 data







Zone related percentages

USPS-FY10-36



Bound Printed Matter mail piece density
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-FY10-3.

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

Input Source



Input Description





USPS-FY10-7



Volume variability factors







Wage rates






Premium pay factor

USPS-FY10-13



Transportation cost per pound estimates

USPS-FY10-15



Media Mail / Library Mail cost model results
USPS-FY10-23



MODS productivity data

USPS-FY10-25



Piggyback Factors
USPS-FY08-15



Parcel processing assumptions
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-FY10-3.
II.  ORGANIZATION
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 1, 8, and 15, respectively, of USPS-FY10-16. Data sources are referenced in each spreadsheet throughout the workbook. The results are also reported in Table 1 below.  
Table 1:

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

$0.0463

$0.0411

$0.0487

Zone 3

$0.0849

$0.0675

$0.0931

Zone 4

$0.1146

$0.0878

$0.1272

Zone 5

$0.2252

$0.1633

$0.2543

DSCF

$0.0320

$0.0314

$0.0323

DDU

$0.0052

$0.0051

$0.0053

Non-Dropship

Zone 1 and 2

$0.1071

$0.0957

$0.1125

Zone 3

$0.1202

$0.1092

$0.1254

Zone 4

$0.1363

$0.1259

$0.1413

Zone 5

$0.1625

$0.1528

$0.1671

Zone 6

$0.1897

$0.1808

$0.1938

Zone 7

$0.2204

$0.2125

$0.2241

Zone 8

$0.2809

$0.2749

$0.2837


The Bulk Parcel Return Service cost estimates are presented in the Microsoft Excel workbook ‘BPRS.XLS’ in the spreadsheet ‘Cost-Sum’ on page 22 of USPS-FY10-16. Data sources are referenced in each spreadsheet throughout the workbook. The results are also reported in Table 2 below.  
Table 2:

Bulk Parcel Return Service Cost Estimates
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Unit Costs

Collection

$0.045

Mail Processing

$1.042

Transportation

$0.744

Delivery

$0.053

Postage Due

$0.069

Total Cost

$1.954
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