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Analysis of USPS 2007 Rate Case

To keep you informed about the upcoming 2007 USPS Rate Case, ID Mail would like to share with you a brief analysis of what the new rates could mean to your business.  Many of these changes can have a dramatic and positive impact on your business' bottom line.  We encourage you to take a few minutes to see what the USPS has in store for you.

Based on the preliminary rate case submitted by the USPS you can expect:

· The discount (single piece minus discount rate) on First Class letters and flats has increased for many weight levels, in some cases the discount increases have been dramatic 

· New rates to encourage the use of flats vs parcels and letters vs flats to better reflect the USPS cost of processing each category

· Many discount levels within classes have been expanded or in some cases eliminated.  For example, Standard Class flat levels have been expanded from Basic and 3/5 to Mixed ADC, ADC, 3 digit and 5 digit, greatly off-setting the increase in flats postage.

· For 2, 3 and 4 ounce First Class letters, the single piece and all discounted rates have decreased

First Class
· Single-piece letter rates for 2, 3 and 4 ounce items have all decreased vs current rates.

· All discounted rates (presort and automation) have decreased for 2, 3 and 4 ounce items

· Discounts for all automated First Class letters increased by 8 to 16% (depending on the sort level) for 1 ounce.  Discounts for 2 ounce letters increased up to 78% !

· Presort discount increased slightly for 1 ounce letters but decreased for 2,3 and 4 ounce.

· Automation Carrier Route discounts have been eliminated 

· Although the automation rates are higher on flats 4 ounces and less, the automation rates for flats over 4 ounces have been decreased.  Additional ounce on flats and parcels is 20 cents vs previous 23.7.

· Dramatically increased discount for flats.  Ex: The discount on a 4 ounce flat has increased by 87% for MADC and 79% for 5 digit !

· New higher prices for parcels mitigated by expanded discount structure.  First Class parcels now qualify at ADC, 3 digit and 5 digit.  Presort has been eliminated for parcels.

· The 5 digit rate for 11 ounce and all automation rates for 12 and 13 ounce have decreased

EX: Converting a First Class Parcel to a Flat

By converting a 6 ounce parcel to a flat, with the new rates, assuming an ADC rate, the mailer can realize an additional $.294 in revenue per piece.

Standard Class
· Standard Class rates have increased for letters and flats, but discounts have increased to mitigate the increase for business mail processors.

· Discounts for piece rate flats have increased between 35% and 47%, depending on the presort or automation level

· Discounts for piece rate automation letters have increased by nearly 6%

· Discounts for piece/pound rate items have increased between 5% and 12%, depending on the sort level

· Basic and 3/5 Standard Class rates for flats have been broken into Mixed ADC, ADC, 3 digit and 5 digit

· Rates for SCF Destination entry increased with the addition of the ADC and 5 digit categories vs the old Basic and 3/5

EX: Converting a Standard Class Rigid Flat to Flexible Packaging

By converting a 4 ounce rigid flat to a flat in a flexible package, at the new DSCF rates the mailer can realize an additional $.20 in revenue per piece

Media and Library Mail
· Media Mail single-piece rates have increased for 1 to 5 pound pieces, decreased for 7 to 9 pounds and increased for all others. 

· Partially mitigating the single-piece increases are the increase in discounts for presorted Media Mail items, which have increased by 14.5% for 5 digit and 21.2% for Basic

· The changes in Library Mail single-piece rates mirror those of Media Mail in terms of the weight increments and how they are effected.

· Discounts for Library Mail have increased by 15.4% for 5 digit and 22.5% for Basic

Summary
· With increased discounts, your investment in automation can be paid back more quickly than ever

· First Class letters are more attractive than ever in terms of their worksharing discounts

· First Class flats provide substantially increased discounts

· Standard, Media and Library Mail rates have increased, but the worksharing discounts are also greater

· You and your customers can benefit substantially from converting current First Class parcels to flats and rigid Standard Class flats to flexible

