MTAC Workgroup # 114 – Service Standards and Measurement for Market Dominant Products Performance Measurement – First Class Mail Subgroup.
There is general agreement within this subgroup, that present service standards for First-Class mail -- one day, two day, or three day service by 3-digit pair (as shown in the USPS’ Service Standards software) should be used by the USPS to conform to the Postal Accountability and Enhancement Act.  The group carefully considered information provided by the Postal Service and input from participants. Background information and sub-group activities in support of this recommendation follow. However, this recommendation was based largely on the fact the USPS has had defined first class service standards for many years, but measured them for business mail only on a very limited basis.  The Origin Destination Information System (ODIS), designed for cost/finance purposes, once served as a measurement substitute, followed by EXFC, a limited external sampling for first class collection mail only. Simply stated, the First Class Subgroup believed that without a measurement system, there can be no fact-based approach to changing first class standards. 
Background

First class standards have been in existence since the 1970’s with a realignment made in 2001.  At the initial MTAC Workgroup 114 meeting held on x, SVP Bill Galligan, noted that even though the standards were developed some time ago, transportation modes still operate at about the same speed, and suggested the existing service standards as a good starting point, and with some ‘tweaking’ , and consideration for seasonal adjustments, could serve in today’s environment. He also noted the real challenge would be to develop a cost effective measurement system, rather than the standards themselves. 
As part of the initial meeting Jeff Williamson of the USPS reviewed the business rules for First-Class Mail (FCM), noting the FCM service standards were realigned in 2001. Overnight standards, which were not changed in the 2001 realignment, include a plant’s turnaround ZIP Codes and possibly mail to/from other facilities in close proximity. Two-day standards include destinations that can be reached within 12 hours via surface transportation and some destinations that have significant volume with dependable and timely air transportation.  Three-day standards include all other destinations. At the national level, approximately 25% of FCM is overnight, 22% two-day and 53% three-day.
The USPS currently re-evaluates its service standards when it makes mail processing changes, such as moving ZIP Codes between processing plants, under Area Mail Processing guidelines. Workgroup participants agreed that the USPS needs to improve the effectiveness of its communications/mailer notification of such changes.  Mr. Williamson cautioned the group that existing service standards have been developed based on mail volumes, USPS operations, transportation, distances and other factors. He re-emphasized the importance distance and that transit times have not changed significantly over the years.  It was also suggested that service standards should be business rule based.  Finally, subgroups were instructed to review existing service standards to see if they are adequate to meet current customer needs.

Subgroup Activity
Reviewed current domestic First-Class Mail service standards and business rules defined in Attachment G (from where), Docket R2006-1 and PRC Docket N89-1, and found overnight, two- and three-day areas to be reasonable.
Agreed that service standards established should represent all First Class mail, including collection box mail.

Discussed potential seasonal changes to first class standards, but recommended none, based largely on the overall processing and network capacity of the mail supply chain.  Seasonal variability of standard, and collection first class mail occur on separate cycles than first business mail (quarterly and year end), and work sharing incentives help level overall mail volumes. 

Considered a comprehensive survey of first class mailers to validate their expectations for service standards, and after a review of USPS market research provided to the group, decided against such an approach.  Due to requisite time and expense to develop a representative survey, it was determined beyond the scope of this workgroup. Since the group agreed that standards would be subject to a formal review process once a measurement system is in place, it was felt it would be more effective to focus on measurement system recommendations.
