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Notes from Presort Optimization meeting on 5/7/2003
Joe Lubenow and Marc McCrery, workgroup co-chairs, briefed the group on how the presort optimization effort has worked in the past and how it now will be restructured, in keeping with the MTAC process of establishing and then sunsetting workgroups when their work is completed.  The Presort Optimization workgroup has been the longest workgroup running, with this being the 25th meeting, but it also will be the last meeting.

The existing workgroup will be replaced by several different venues.  First, a new MTAC workgroup, the Flat Mail Preparation Optimization workgroup, will be formed to work on issues relative to flat mail preparation (not letters or parcels).  The new workgroup will focus on scheduled initiatives that impact flats preparation, such as APPS (flats packages) and Product Redesign, but will not include future initiatives that have not yet been scheduled, such as FSS/DPP or parts of Product Redesign that involve PRC filing.  The new workgroup also will not touch on issues relative to development of a new flats container, which are being explored by a separate workgroup.

Presort optimization issues not related to flats can be communicated to the USPS through Marc McCrery.  The USPS also will continue to work with the software/vendor community on an ongoing basis.

Product Redesign Update
Don O’Hara, USPS, gave an update on Product Redesign.  He explained that NSAs are developed and aimed at unique opportunities, while niche classification cases are appropriate for opportunities with a wider appeal and are open to every one.  Co-palletization is an example of a niche classification case, as is Customized Market Mail (CMM).

Mr. O’Hara explained that there now is a window of opportunity, where USPS resources are available and the CSRS legislation has been resolved, and the Postmaster General has committed to no rate increase before 2006.  He said that the USPS can not propose, therefore, a radical rate structure change because it would be impossible to do without a rate increase for some customers (which contradicts the Postmaster General’s commitment).

He said that it is possible to do things aimed at bundle/container handling cost reduction, constructed as a parallel opportunity (optional with the existing regulations still in place), but more work would have to be completed first.  Another option would be to develop additional worksharing options and finance the discounts with savings from existing options, but O’Hara noted this only works if there are enough new adopters versus those already doing it without the discount.  He said the USPS will look at these opportunities on a case-by-case basis.

A third option would be to pursue things like the 10-17 piece package minimum which have no postage consequence.  O’Hara noted that the USPS still has a relatively small number of data on mailings using the 10 versus 17 package piece minimums, but the data shows an average 20-30% savings, which is close to what the model simulation had predicted.  The USPS could move to a higher package piece minimum (e.g., 15) where pieces weighing below the heavy letter breakpoint have a higher piece minimum, or do this in two steps.  He said that the USPS likely would prepare a Federal Register notice to solicit additional feedback.

Within the context of rate stability, O’Hara noted, the USPS still is focused on taking costs out of the system.  It also would like to push back and reduce the amount of the next rate increase as much as possible.  O’Hara suggested that if a base year for the next rate case could be 2004, then the sooner costs are taken out of the system the better impact it will have on the next rate case.

The USPS also is looking seriously at allowing AFSM 100 compatible flats to be combined on pallets (Standard Mail, Periodicals and Bound Printed Matter) for entry at DSCF and DDU.  There already are DSCF rates, so no Postal Rate Commission filing would be necessary.  Drop ship could possibly be increased by combining classes.  There are service implications because any mail on Standard pallets would get Standard service, but the USPS’ statistics show that 55% of Periodicals are from publications that mail 12 times a year or less, so the service implications may not be significant for those publications.

O’Hara also noted the USPS could do some smaller things such as replacing the existing Standard Mail parcels structure with something designed for Standard parcels and finance the discounts – possibly tying it to a small parcel case.  Another small change could be to simplify small mailing preparation rules, as an optional mail preparation alternative with higher rates than today, which would require PRC filing.

For address quality, neither the Mailing Industry Task Force (MITF) nor Product Redesign recommendations have enough data to evaluate the structures being considered.  Once the data is collected, these changes could be self-financing.  

O’Hara said that the USPS could go ahead and pursue those initiatives that do not have rate implications, and collect the necessary cost data.  He said that now is the time to think creatively and that there is not as much time as one might think.  He noted that the USPS begins to dedicate resources on rate case preparation about a year before a filing, so if we are looking at a case effective in 2006, filed in 2005, then resources start getting pulled late 2004...

Quarterly DMM Update Cycle
The USPS has held one internal meeting to discuss the possibility of moving to a quarterly update cycle for Domestic Mail Manual (DMM) changes relative to presort and software.  Sherry Suggs, USPS, reported that the USPS hopes to have more to report on the status of this discussion by the August MTAC meeting, or before.  More internal meetings are needed.  The basic idea is to establish a predictable cycle of publish and effective dates for changes impacting mail preparation primarily for the benefit of software vendors, but also to the benefit of postal operations.
Ms. Suggs noted that the USPS used to be on a quarterly cycle, and would have to adopt some internal discipline.  There would be necessary exceptions to the quarterly cycle and how to handle those would have to be determined.  Would the quarterly cycle be limited to mail preparation changes?  The USPS also would need the technology to support the process in terms of how to update the DMM without re-publishing the hardcopy version.

5-Digit Package Scheme for Flats
Mr. McCrery reported that there are some issues with the 5-digit package scheme for flats in that the USPS is finding some plants with concerns that some of the pieces being prepared as scheme packages are not AFSM 100 compatible.  The USPS needs to quantify this information to determine the scope of the problem.  There are no specific examples yet of pieces not compatible under DMM C820, but the plants don’t feel they are actually compatible.  This could further limit the use of the scheme.  Also scheme mail being dropped after the scheme has been run leads to service impacts.  This issue may cause the USPS to review the C820 specifications.

Update: There have now been mail pieces found prepared under L007 that are not AFSM 100 compatible.  The problem appears to be the result of a combination of factors.  First off, the list preparer through the mail production software is not appropriately determining whether a piece adheres to all of the necessary criteria of AFSM 100 compatibility before applying the scheme.  Secondly, postal acceptance units are not always catching mailings that have inappropriately applied the scheme.  Communications have been distributed to software vendors, postal acceptance units, and through a number of industry associations in an attempt to rectify this problem.  In addition, newspapers are strongly advised against using the scheme for the reasons of AFSM 100 compatibility and service.
PAVE
The USPS reported that it is in a semi-holding pattern right now with PAVE testing, waiting for Product Redesign.  There is not another large testing cycle expected for some time.  Traditionally a full testing cycle is based on things such as rate cases, or a set of significant changes.

Merging non-AFSM 100 Compatible Flats
The USPS is exploring the concept of allowing full merging on 5-digit pallets of non-AFSM 100 compatible flats.  The rules now do not allow it except under DMM M920 for non-auto zones and under DMM M930 with the five percent limit, etc.  The USPS has drafted a rule to change the DMM and may combine in the Federal Register with a Firm package change.  Non-AFSM 100 compatible flats could be prepared on a pallet under M045, and the USPS would introduce a merged pallet under the M045 hierarchy for these pieces.  Jim Schemmel suggested that this could be accomplished by changing the codes in the labeling list.  Barry Elliott said that they basically set merge indicators to A or C in the modeling to see the impact.  The USPS will explore the easiest way to change the DMM.  Comments on this issue should be sent to Marc McCrery.

Since this change, similar to the 5-digit scheme for flats, depends on a correct classification of automation compatibility (100 vs. 1000); the problems currently being experienced in this area will need to be greatly resolved prior to moving forward with this change.
BPM Rules
The Bound Printed Matter preparation changes were published March 28, 2003, in the Federal Register, effective April 3 for optional co-packaging.  The co-sacking changes take effect 9/1.  There was a change from the proposed rule in that the weight of BPM to DDU will not change because it is a DMCS requirement.

3-Digit Package Scheme
This would extend the concept of 5-digit scheme to 3-digit scheme presort level.  The USPS reported that there appears to be more opportunity than originally anticipated.  The plants will need to have input.  There are positive postage implications in that pieces would move to 3-digit packages and rates.  Mr. McCrery reported there has been some push back on the progress of this initiative from the field because of the 5-digit scheme problems.  Those issues will need to be resolved first before the 3-digit scheme can move forward, but the concept has been endorsed by the MITF and will move forward.  The information will reside in a labeling list product.  The FSM 1000s do not have the same opportunities for combining 3-digits and, since we don’t want two different lists, it will be restricted to AFSM 100 flats.  The 3-digit scheme combinations could replicate SCFs in some cases, but not always.  The scheme will likely apply to automation and presorted Standard, Periodicals, and BPM flats.

Automated Package Processing System (APPS)

Lockheed Martin gave an overview of the Automated Package Processing System (APPS) which is scheduled for deployment beginning February 2004.  Possible regulations related to APPS include OEL type size, spacing factors, removal of dashes and insertion of additional identifying characters.  The USPS reported that barcoded presort labels (rectangular, about 3/4" by 1/2") will be available by July.  

Other issues relative to APPS include: should the Planet Code always be above the address when a POSTNET code also is present (?); can mailers locate seamed edges of plastic wrap beyond the boundaries of the address block?; can they use clear plastic and clear strapping material?; and can they position the straps away from the address?

These practices would enable the APPS to process the packages more efficiently.  It is not a matter of processing versus not processing, but of lower cost versus higher cost processing alternatives (OCR vs. remote encoding vs. manual coding).  Mailers commented that these issues should have been addressed earlier in the process.

Mailers asked which pallet types would be processed by APPS.  Mr. McCrery said that pallets not direct to the 5-digit or 5-digit scheme, basically.

Mr. Lubenow noted that barcoded stickers plus reading the POSTNET would provide similar information to that derived from reading the OEL.

Mailers asked what APPS will mean for Confirm bundle tracking?  This should be discussed.

The group discussed how APPS related issues could best be resolved within the MTAC framework and agreed that the new work group #81 on Flat Mail Preparation Optimization would be the appropriate vehicle for that task.  Testing of APPS will take place in Twin Cities or Owego NY.

Standard Mail irregular parcel mail preparation
Difficulty for mailers making up ten to the 5_digit leads to waterfall technique.  Ten or more are diverted to separate mailing.  Possible alternate rate with penalty built in to improve this situation, but it looks unlikely.  Focus may have to shift to longer term solution.

Combining of letter mail trays on pallets
There was no further discussion on this issue at this meeting, and the issue is not in scope for the new workgroup (#81).  It is legal; the issue is making sure everyone has access to information on the requirements.

Modification on containerization of firm bundles
The basic idea is to get firm bundles on direct pallets more consistently.  Mr. McCrery will proceed with a Federal Register notice.

ADCs split between multiple BMCs
An example is Indianapolis, where the ADC is split among four BMCs.  Many favor "each to its own BMC" solution.  The USPS will draft a proposal for future consideration.

First-Class Palletization
The group agreed that while this is a worthwhile issue for discussion, it would be but out of the scope in terms of the agenda for the new workgroup #81, since it predominantly affects letter mail processing.

