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December 19, 2001

Mr. W. Ashley Lyons

Manager, Pricing

United States Postal Service

1735 North Lynn Street, 3rd Floor

Arlington, VA 22209-6036

Dear Ashley,

In light of questions being raised with regard to the potential for the rates proposed by USPS in the ongoing rate case to lead to increased worksharing by periodicals mailers, I wanted to share with you some of the preliminary feedback we have received thus far from MPA’s inquiries about potential improvements in mailing efficiency likely to result if the USPS-proposed rates are implemented.  This is an issue of great importance to MPA and we are devoting significant resources to examining ways to enhance the efficiency of periodicals mailings and the potential of the USPS-proposed rates to provide a much needed boost to worksharing incentives.  Based on what we have already learned and continue to learn, MPA is confident that presort optimization, comailing and copalletization will flourish under the proposed rate structure.  The results will be substantial savings and efficiencies for the Postal Service and publishers.

In our discussions with industry experts, we have found that many printers now have technologies to improve mail preparation through presort optimization, comailing and copalletization, and that both large and small publishers can take advantage of these capabilities.  As an additional benefit of these programs, the increased level of palletization can, and has, also increased the amount of mail entered at destination facilities.  One printer we talked to noted that publications taking part in their comail program typically achieve destination entry for 75 to 85 percent of their mail.

Furthermore, our discussions indicate that the Postal Service’s rate design proposal will significantly increase the amount of mail that will be entered at destination facilities.  Using entry point planning software, one printer analyzed several publications and found that your proposed rates would increase the amount of mail that these publications enter at destination facilities by 10 to 40 percent, with the most significant increase in dropshipping for a publication with high editorial content (nearly 80 percent).

Improving Mail Preparation

There are a number of opportunities for large and small publications to improve their mail preparation.  These opportunities include presort optimization, inline comailing, offline comailing, offline copalletizing, and reconsolidation, each of which I discuss below.

Presort Optimization

While there has been much discussion lately about improving mail preparation through comailing, copalletization, and consolidation, presort optimization (e.g., changing container minimums) provides a significant opportunity in and of itself.  Optimizing presort allows national publications with circulations as small as 50,000 -- and likely smaller -- to palletize and dropship a significant portion of their mail.  According to one printer to whom we spoke, a publication with a circulation of approximately 50,000 copies, weighing 8 ounces, can get at least 50% of the mail on pallets with 250 pound ADC pallet minimums and no 3-Digit pallets.  Once palletized, the printer uses dynamic entry, with the result that most of the palletized portion can drop ship.  While presort optimization may not appear to be as exciting an opportunity as comailing, it provides significant opportunities for improving preparation, even at small printers.  The proposed rates would encourage a greater degree of presort optimization by providing incentives for palletization and dropshipping.

Comailing

Comailing, which combines different publications in the same bundle, can be performed either inline or offline.  Inline comailing can be performed on selective binding equipment, which is available at many printers.  Selective binding equipment allows a printer to combine different versions of a single publication in a bundle, but the same process can, and is used, to comail several different publications.  A smaller printer to whom we spoke offers inline comailing for publications with circulations as small as 30,000.  A large printer offers inline comailing for periodicals mailings as small as 500 copies.  

Offline comailing is performed on equipment that addresses and bundles the unaddressed copies of multiple publications.  Two printers to whom we spoke have offline comailing and comail a significant amount of periodicals mail.  One of these printers has comailed more than 160 million periodicals pieces in 2001, up from approximately 35 million pieces in 1990. Comailing significantly increases presort and palletization.  In the weekly run detailed in Table 1, comailing has increased the amount of mail presorted to Carrier Route from 15 percent to 68 percent, and reduced the number of sacks by over 90 percent. 

Table 1:  Changes in Presort with Comailing


Without Comailing
With Comailing

Presort



     Carrier Route
14.6%
67.7%

     5-Digit Barcoded
66.3%
24.7%

     3-Digit Barcoded
15.2%
4.3%

     Other
3.9%
3.4%

As with inline comailing, both large and small publications can, and do, use this program.  One large printer offers offline comailing for periodicals mailings as small as 1,500 copies.  Another offers the service for periodicals mailings as small as 500 pieces.  Indicative of the eligibility of small publications for these services, one of the large printers to whom we talked has several plants dedicated to short-run publications and offers comailing, copalletization, and dropship services to publications printed at these plants.

Copalletization

In addition to the comailing services described above, a medium-sized printer offers copalletization services, which involves combining single-publication bundles from multiple publications on the same pallets.  This printer copalletizes periodicals mailings as small as 500 pieces and also offers dropshipping of both single-publication and comail pallets.  A large printer also offers copalletization, primarily for mailings between 20,000 and 70,000.  The increased incentives for palletization and dropshipping in the proposed rates are likely to do for copalletization what significant carrier route presort discounts have done for comailing.

Reconsolidation

MPA is currently co-sponsoring a pilot reconsolidation study in the Chicago area.  This facility will receive bundles of periodicals mail that are presorted to basic, 3-digit and 5-digit zip codes, perform a comail operation and sort them to Carrier Route, and then dropship them to local DDUs.  Reconsolidation will be available to publications of all sizes, with particular appeal to smaller publications.  It is our hope that this pilot facility will serve as a model for a nationwide network of offsite comailing facilities.

Dropshipping 

Once the Postal Service filed its case, several printers noted to MPA that they expected the proposed rates to significantly increase the amount of mail that they enter at destination facilities.  Based upon these discussions, we asked a printer to perform an entry point analysis of several publications to determine the extent to which these publications would increase the amount of mail they dropship if the Postal Service’s rate design proposal were implemented.  

This printer analyzed 3 publications and found that the proposed rates will increase the amount of mail dropshipped by 10 to 40 percent, or 8 to 24 percentage points.  As you might have predicted, the publication with the highest editorial content experienced the largest increase in dropshipping.

We are continuing our discussions with printers and publishers and will share more information as it becomes available.

Sincerely,

Rita D. Cohen

Senior Vice President, 

Magazine Publishers of America

