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1. Introduction


Package Services is available for any mail matter that is not required to be mailed as First-Class or Periodical mail.  Generally, Package Services consists of parcels as well as some heavier catalogs and directories.  In FY 2006, Package Services total volume constituted approximately 1 percent of the total domestic mail volume.   The workgroup addresses market-dominant package services, and therefore does not include Parcel Select or Parcel Return Service which have been designated as competitive products.


Market dominant Package Services include: (1) Parcel Post – parcels containing merchandise and some First-Class Mail material; (2) Bound Printed Matter (BPM) – limited to advertising, promotional, directory or editorial material, which is securely bound with a permanent fastening; (3) Media Mail – a content-restricted subclass that was established by statute;
 and (4) Library Mail – a statutorily derived subclass restricted by content and use and restricted to qualifying institutions or organizations such as schools, museums and nonprofit organizations.
 
  Package Services’ customers include businesses, libraries, governments, order-fulfillment services and individuals.  This workgroup also included Standard Mail parcels, because they are generally handled in a similar fashion to that of Package Services.  Excluded from this discussion are the Parcel Select and Parcel Return Service product offerings because they are considered competitive products and are not subject to market-dominant regulations.

The USPS uses surface transportation to move Package Services mail from one contiguous U.S. processing plant to another. Mail to/from non-contiguous areas is transported by boat.  Package Services mail does not receive any preferential transportation or delivery treatment by the Postal Service.   Currently, the existing service standards are 2 to 9 days for Package Services, and 3 to 10 days for Standard Mail parcels.  The number of days-to-delivery is dependent on the entry and destination points within the USPS transportation network.  The existing service standards are represented in the USPS’ Service Standards software, which uses an origin/destination 3-digit Zip Code pair matrix to show service standards by product type.

Package Service parcels and Standard Mail parcels can be entered into the Postal Service mailstream at either origin or destination entry points.  The percentage of parcels entered at each location are as follows: origin entered (57% of Package Services and 49% of Standard Mail parcels), destination entered (43% for Package Services and 51% for Standard Mail parcels)).
 

As of quarter 3, 2007 (April through June), the USPS reports that parcels entered at a retail window/facility represented 8 percent of the total retail surface package volume and was delivered 55 percent on-time.
   The USPS has not published any other delivery statistics with regard to the market-dominant Package Services mail; however, indications are that these service scores are representative of on-time performance for origin-entered Package Services mail.  For quarter 3, 2007, the USPS website provides the following information for retail package services.  
Retail Package Services Delivery Performance

	   2-day Service Standard
	65%

	   3-day Service Standard
	42%

	   4-day Service Standard
	52%

	   5-day Service Standard
	61%

	   6-day Service Standard
	55%

	   7-day Service Standard
	59%

	   8-day Service Standard
	60%

	   9-day Service Standard
	65%


The Package Services workgroup agreed that the performance against these service standards is unacceptable.  The current Package Services standards do not serve as an accurate predictor of the service a Package Services mailer can expect to receive.

2. Package Services’ Service Standard and Service Performance Proposal

The Package Services subgroup agreed that business mailers need service standards that are reasonable and consistent with the price of the service, meet the delivery expectations of their consumers, and are consistently achieved by the Postal Service.  Merchandise that is not delivered within the expected timeframe leads to returns and in the case of a “bill me later” environment, such goods are often not returned, and the sale remains unpaid.  Mailers want to keep customer complaints regarding late or missing deliveries to a minimum.  Otherwise, customer complaints will increase and business mailers will incur significantly higher customer service costs, lost revenues and lost repeat business.

3. The Postal Service's Service Standard Review is Incomplete

Following the recommendations of the workgroup, the Postal Service is performing a comprehensive network review of its 3-digit to 3-digit service standards.  The service standards between each of the network's 3-digit to 3-digit pairs are being re-evaluated using actual distances between network facilities, modern logistics planning software applications, and PLANET code based analysis of the current mail distribution process. At the time the review started, the Postal Service expected that only minor tweaking of the 3-digit pairs would be necessary to update the Package Services standards.  However, the review of the standards shows, and is corroborated by the on‑time service scores, more than a 'minor tweaking' is necessary to update the standards to accurately reflect service that customer's can consistently expect to receive.

When the MTAC Package Services workgroup began meeting, Postal representatives anticipated that the workgroup would have an opportunity to review the updated 3-digit to 3-digit service standards prior to finalizing its Package Service proposal.  Unfortunately, that review may not be possible before the deadline for completing the service standard and measurement recommendations.
4. The MTAC Package Services Workgroup Proposes Interim Service Standards and Performance Goals

Because of the timing of the completion of the network review and the fact that there will be more proposed changes to the existing service standards than originally expected, the MTAC Package Services workgroup proposes that service performance measurement proceed with 'interim' service standards.  The MTAC Package Service workgroup recommends that these 'interim' service standards be re-evaluated after one year using actual service performance data.

5. The Package Services Workgroup Proposes the Following as Interim Service Standards:

Origin-Entered Packages:  Package Services proposes using the existing 2- to 9-day service standards for Package Services and the existing 3- to 10-day service standards for Standard Mail packages

For origin entered parcels, the Package Services subgroup agreed on an interim recommendation adopting the Postal Services existing 2- to 9-day service standards for Package Services, and the existing 3- to 10-day service standards for Standard Mail parcels.  The Package Services subgroup proposes a 98 percent on-time delivery performance goal.  For the remaining two percent of mail, the subgroup recommends a goal that the outliers (tail-of-the-mail) be delivered within two days of the stated service standard.  For example, if 100 packages are mailed on a given day and their destination is a location with a delivery standard of 9 days, then the performance goal is that 98 of the 100 packages must be delivered by the 9th day (98 percent) and the remaining 2 packages must be delivered by the 11th day (100 percent).  Or, if those same 100 packages have a delivery standard of 3 days, then the performance goal is that 98 of the 100 packages must be delivered by the 3rd day (98 percent) and the remaining 2 packages must be delivered by the 5th day (100 percent).

Destination Entered Packages: The Package Services workgroup proposes the following delivery standards and performance goals for destination entered Package Services and Standard Mail parcels:

Packages entered at the destination Bulk Mail Center (DBMC) and/or a destination Auxiliary Service Facility (ASF) must be delivered within either 3 or 4 days, depending on the entry point and meet that standard 98 percent of the time.  The remaining packages (2 percent) must be delivered within the following 2 days – a maximum total service standard target of 5 or 6 days, with a performance goal of 100 percent.

Packages entered at a destination Sectional Center Facility (DSCF) must be delivered within 3 days of posting and meet that standard 98 percent of the time.  The remaining packages (2 percent) must be delivered by the following day – a maximum total service standard target of 4 days, with a performance goal of 100 percent.

Packages entered at a Destination Delivery Unit (DDU) must be delivered within 2 days of posting and meet that standard 98 percent of the time.  The remaining packages (2 percent) must be delivered by the following day – a maximum total service standard target of 3 days, with a performance goal of 100 percent.

It is the workgroup’s understanding that as part of its network review process, the USPS is working to align origin-entered and destination-entered service standards so that the standards do not differ.  Pieces entered at the same facility would have the same service standard regardless of whether they qualify for a destination-entry rate.  The following chart summarizes the Package Services proposal.


[image: image1.emf]Service  Performance  Outlier Total

Standard Goal Standard Performance

Entry Point Days % Days Goal - %

Origin 2 to 9 98 + 2 100

DBMC/ASF 3 to 4 98 + 2 100

DSCF 3 98 + 1 100

DDU 2 98 + 1 100

Package Service Service Standards and Performance Goals


For origin entered Standard Mail parcels, the workgroup proposes using the Postal Service’s existing service standard of 3- to 10-days as reflected in existing price differences.  However, the workgroup acknowledges that as Standard Mail parcels are entered further into the Postal Service’s mail stream, it is possible that Standard Mail parcels may be co-mingled with other Package Services parcels.  Therefore, the workgroup proposes that Standard Mail parcels entered at a DBMC/ASF, DSCF, and/or a DDU, receive the same service standards and performance goals as Package Services parcels entered at a DBMC/ASF, DSCF and/or DDU.  The following chart summarizes the Standard Mail parcel proposal.
 


[image: image2.emf]Service  Performance  Outlier Total

Standard Goal Standard Performance

Entry Point Days % Days Goal - %

Origin 3 to10 98 + 2 100

DBMC/ASF 3 to 4 98 + 2 100

DSCF 3 98 + 1 100

DDU 2 98 + 1 100

Standard Mail Parcels Service Standards & Performance Goals


.  The group recognizes that there is a large difference between the Postal Services existing service performance and the standards proposed in this document.  Therefore, the Package Services subgroup recommends that the gap should be gradually closed within 2 years of implementation.
6. Service Standards for Packages Mailed to/from Non-Contiguous U.S. States Should Be Established

Currently, there are no viable service standards for Package Services and Standard Mail parcels traveling to/from any non-contiguous state or U.S. territory.  Both Package Services and Standard Mail parcels are transported to any non-contiguous U.S. location via ships or barges which are slower than ground surface transportation modes.  In the absence of sufficient data and the incomplete Postal Service review of current 3-digit to 3-digit network operations, the workgroup is not able to develop and recommend realistic and reasonable standards at this time.  The workgroup proposes that the USPS develop appropriate standards based on its network capabilities.  As stated above in section 3, the MTAC Package Service workgroup recommends that these service standards be re-evaluated after one year using actual service performance data.

7. Measurement Recommendation

The Package Services subgroup recommends that the focus of the Postal Service’s measurement system should be to improve service performance.  To that end, the Package Services subgroup recommends the following guidelines:

· Measurement solutions must be flexible such that advances in technology or changes to the network can be readily incorporated into the reporting mechanism.

· The costs of measuring mail, data reporting, and auditing must be balanced with the service needs of its users.

· The measurement system must provide the Postal Service with actionable data that allows the identification of service issues with the goal of improving service performance.

· The service measurement performance system must provide business mailers with data to better manage their businesses.

The workgroup supports Postal Service plans to measure service performance for Package Services and Standard Mail packages using Intelligent Mail barcodes.  An Intelligent Mail measurement solution is preferred due to reduced measurement costs. It will also provide detailed data about mailflows and distribution processes that is useful for working internally with processing operations and externally with customers to improve service.  A test-mail based measurement system will not provide data to improve mail quality and cannot provide the detailed data about mailflows and distribution processes that matches the data from an Intelligent Mail based system.  Additionally, an Intelligent Mail based measurement system will provide data that can be used to improve the quality of addressing and mail preparation, and to improve the service measurement process.

Today, the most widely used Intelligent Mail barcode for packages is for Delivery Confirmation services.  The Postal Service has stated that its longer-term plan for service measurement is to expand the use of electronic manifesting and to have an Intelligent Mail barcode on all packages.

Currently, the Postal Service offers Delivery Confirmation as an ancillary service that can be purchased and added to Package Services and Standard Mail parcels.  Although all packages are not shipped with the ancillary Delivery Confirmation service, in FY 2006 approximately 108 million Package Services parcels (19 percent) and 34 million Standard Mail parcels (6 percent) use Delivery Confirmation services.
  The workgroup feels confident that this initial volume will provide representative service measurement information for packages but recommends that this assumption be reviewed after gathering a year's worth of actual performance data.

The table in Attachment 1 is provided to summarize the Package Services and Standard Mail parcel measurement systems in the short term.  Measurement gaps may exist for those retail locations that do not have Point-of-Sale (POS) terminals and/or handheld scanning devices.  The workgroup encourages the Postal Service to equip all mail entry locations with the equipment needed to ensure accurate start-the-clock scans are captured. In addition, it is unknown if the current usage of Delivery Confirmation on commercial packages (Standard Mail machinable parcels, Standard Mail irregular parcels, Standard Mail Not Flat Machinable (NFM) mailpieces, Bound Printed Matter parcels, Media Mail parcels, Library Mail parcels, and single-piece Parcel Post) is proportionately represented within the total mix.  For example, origin entered parcels represent 52% of the mix, and there are two known operational barriers for some origin-based Standard Machinable parcel mailers:
· The height of the Delivery Confirmation barcode (compared to the limited real estate on small parcels)
· The lack of electronic manifests from presort software suppliers
The Postal Service and industry need to work together to overcome such barriers and enable more mailers to provide the necessary start-the-clock and intelligent mail barcodes for delivery performance tracking.  This will provide more statistically significant and appropriately representative data.
8. Reporting

The package services subgroup recommends that the Postal Service publicly report service performance on a monthly basis.  “Transparency of data … should provide a sufficient remedy to any problems that arise in connection with performance problems, so long as the data is accurate and regularly available.”
  Accurate reporting is needed to identify total Package Services and Standard Mail parcel performance levels by 3-digit pairs, and by all destination facilities.  The information is needed to evaluate each entry and destination point, identify those areas with service and performance issues, and determine the best locations to enter parcels to meet the mailers needs.  It is requested that the reports be produced at a monthly interval, at minimum, and be able to identify the number and percentage of packages delivered in Day 1, Day2, … Day 12, and Day 13+.  For analysis purposes, it is important for individual companies to be able to compare the performance statistics of their own shipments with those reported by the above-mentioned USPS reports.
9. New MTAC Workgroup to Focus on Mail Measurement and Data Reporting Systems

Given the complexity of developing service standards and the time constraints the Package Services subgroup and the MTAC Workgroup # 114 as a whole are operating under, the subgroup recommends that the Postal Service establish a separate MTAC workgroup, whose sole focus is to coordinate with the Postal Service in the development of the service measurement processes for packages and the reporting needed by business mailers.

10. Mailers Not Represented on the Workgroup

The MTAC Package Services workgroup consists of representatives from the parcel industry, the Postal Service, and the Postal Regulatory Commission.  Small business mailers and individual consumers were not represented in this workgroup.  Therefore, the Package Services workgroup recommends that the Postal Service conduct a market research survey targeting small businesses and individual consumers, who use Package Services, to ensure that the Postal Service gets input from them regarding service standards that adequately meet their needs.

11. Reviewing and Updating Service Standards

The package services subgroup recommends reviewing and updating these recommended service standards and performance requirements after actual service performance data is collected (see section 3).  Further, the Package Services workgroup recommends ongoing periodic reviews of the service standards and performance goals.  As stated by Pitney Bowes Inc., “… performance measurement should be flexible and responsive to change and should be revisited periodically to assess whether further refinements are necessary.”
  Therefore, after the previously mentioned one-year milestone review has been completed, the Package Services subgroup recommends ongoing reviews of the service standards and performance goals to reflect advances in technology and the Postal Service’s network capabilities. The continuous updates should be performed yearly, and if adjustments to the network are made that would affect service standards, then non-cyclical updates are needed.
Postal Service measurement and data reporting systems should be independently and periodically audited on a routine basis to ensure data reporting accuracy and consistency.  The subgroup recommends annual audits of the measurement and reporting systems.


[image: image3.emf]SERVICE

STANDARD

EXISTING EXISTING PLANNED MEASURED UNMEASURED

Package Services 2 to 9 days  Delivery Delivery &/or Signature Mail pieces with  Mail pieces w/out Delivery or

  Includes: Confirmation   Confirmation   Delivery &/or      Signature Confirmation

  Signature Retail mail pieces inducted at non-POS

    Parcel Post   Confirmation    sites &/or destinating at sites w/out

    Bound Printed Matter    handheld devices

    Media Mail Commercial mail with Delivery

    Library Rate    Confirmation entered at sites

   and    w/out handheld devices

Standard Mail Parcels* 3 to 10 days

Delivery &/or Signature Mail pieces with Mail pieces w/out Delivery 

  Confirmation    Delivery &/or     Confirmation

   Signature Retail mail pieces inducted at non-POS

   Confirmation    sites &/or destinating at sites w/out

   handheld devices

* Standard Mail parcels are not eligible for the Signature Confirmation service.

Long Term

USPS Existing and Planned Mail Measurement System for Package Services & Standard Mail Parcels

SUBCLASS/RATE CATEGORY 

Short Term

MEASUREMENT SYSTEM MAIL PIECES


� 	Examples of eligible materials include books, sound recordings, film, manuscripts, educational reference charts, medical information and printed test material.


� 	Examples of eligible materials are books, printed matter, and bound volumes of academic theses.  


� 	The Package Services subgroup chose not to recommend separate service standards for each of the subclasses because volumes are low and the ability to identify each separately may be difficult and costly.


� 	All percentages are based on data from the GFY 2006 RPW report


� 	See, http://www.usps.com/serviceperformance/welcome.htm.


� 	See, http://www.usps.com/serviceperformance/retailpackage.htm.


� 	The Package Services Subgroup recognizes that a performance goal of 100 percent may not be attainable.  However, any amount greater than or equal to 99.5 percent rounds to 100 percent.





� 	Ibid.





�  Although not all of the packages with Delivery Confirmation barcodes get an entry scans; all are required to have an exit scan.


� 	“Comments of DFS Services LLC (DFS)”, PRC Order No. 21, July 16, 2007.


� 	The Postal Service has indicated that a survey of consumer and business expectations around Package Services delivery preferences may be performed.  If so, a review of that survey may indicate that consumer and small business interests may have been addressed.


� 	“Initial Comments of Pitney Bowes Inc. in Response to Notice of Request for Comments on Modern Service Standards and Performance Measurement for Market Dominant Products,” PRC Order No. 21, July 16, 2007, at 5.
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				Package Service Service Standards and Performance Goals

						Service		Performance		Outlier		Total

						Standard		Goal		Standard		Performance

				Entry Point		Days		%		Days		Goal - %

				Origin		2 to 9		98		+ 2		100

				DBMC/ASF		3 to 4		98		+ 2		100

				DSCF		3		98		+ 1		100

				DDU		2		98		+ 1		100
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		USPS Mail Measurement System for Periodicals and Package Services

								SERVICE

								STANDARD		MEASUREMENT SYSTEM				MAIL PIECES				FY 2006

		SUBCLASS/RATE CATEGORY (Rate Schedule)						EXISTING		EXISTING		PLANNED		MEASURED		UNMEASURED		VOLUME		% OF TOTAL DOMESTIC

																		(000)

												Short Term

		Periodicals						1 to 7 days		Confirm		Confirm		Flats with Confirm		Mail pieces not tracked using Red Tag		9,022,563		4%

												Reg Tag until IMB in		Red Tag Mail		or  Confirm

												place				Newspapers

																Non-machinable flats

																High density & saturation mailings

																DDU entry

												Long Term

												Confirm		Flats with Confirm		Non-machinable flats

												IMB pieces - 2009		IMB mail pieces		High density & saturation mailings

																DDU entry mail pieces

																Mail processed on an FSS that can

																not read an IMB

												Short Term

		Package Services						2 to 9 days		Delivery		Delivery Confirmation		Mail pieces with		Non-machinables w/out Delivery		1,174,553		1%

		Includes:								Confirmation				Delivery Confirm.		Confirmation

		Parcel Post														Mail pieces w/out Delivery

		Bound Printed Matter														Confirmation

		Media Mail

		Library Rate*										Long Term

												Delivery Confirmation		Mail pieces with		Non-machinables w/out Delivery

												IMB pieces - 2009		Delivery Confirm.		Confirmation

														IMB mail pieces		DDU entry w/o Delivery Confirmation

		* USPS does not separately track Library and Media Mail or Bound Printed Matter in Package Services.

		Note:  IMB = Intelligent Mail Barcode
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		USPS Existing and Planned Mail Measurement System for Package Services & Standard Mail Parcels

								SERVICE

								STANDARD		MEASUREMENT SYSTEM				MAIL PIECES

		SUBCLASS/RATE CATEGORY (Rate Schedule)						EXISTING		EXISTING		PLANNED		MEASURED		UNMEASURED

												Short Term

		Package Services						2 to 9 days		Delivery		Delivery &/or Signature		Mail pieces with		Mail pieces w/out Delivery or

		Includes:								Confirmation		Confirmation		Delivery &/or		Signature Confirmation

														Signature		Retail mail pieces inducted at non-POS

		Parcel Post												Confirmation		sites &/or destinating at sites w/out

		Bound Printed Matter														handheld devices

		Media Mail														Commercial mail with Delivery

		Library Rate														Confirmation entered at sites

		and														w/out handheld devices

		Standard Mail Parcels*						3 to 10 days

												Long Term

												Delivery &/or Signature		Mail pieces with		Mail pieces w/out Delivery

												Confirmation		Delivery &/or		Confirmation

														Signature		Retail mail pieces inducted at non-POS

														Confirmation		sites &/or destinating at sites w/out

																handheld devices

		* Standard Mail parcels are not eligible for the Signature Confirmation service.
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				Package Service Service Standards and Performance Goals

						Service		Performance		Outlier		Total

						Standard		Goal		Standard		Performance

				Entry Point		Days		%		Days		Goal - %

				Origin		2 to 9		98		+ 2		100

				DBMC/ASF		3-4		98		+ 2		100

				DSCF		3		98		+ 1		100

				DDU		2		98		+ 1		100

				Standard Mail Parcels Service Standards & Performance Goals

						Service		Performance		Outlier		Total

						Standard		Goal		Standard		Performance

				Entry Point		Days		%		Days		Goal - %

				Origin		3 to10		98		+ 2		100

				DBMC/ASF		3 to 4		98		+ 2		100

				DSCF		3		98		+ 1		100

				DDU		2		98		+ 1		100
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