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EXECUTIVE SUMMARY

e The NRLCA and USPS agreed to create the Rural Route Evaluated Compensation
System (RRECS) in a memorandum of understanding (MOU) appended to the
interest arbitration award issued by neutral chair Jack Clarke on July 3, 2012. This
document and Appendix: Panel Responses to Parties’ Comments, and Appendix:
Standards Documentation together constitute the Panel Chairperson’s “final
determination with regard to the Revised Evaluated Compensation System.” The
tendering of the final determination by Chairperson Louis Martin-Vega fulfills the
Panel’s obligations under the MOU.

e Much of the content of this document is drawn from the Panel’s Report of October 31,
2017. The October 31 report has been updated based on the Panel’s responses to
the detailed comments of the parties. Additional changes are the result of making
improvements and correcting errors in the October 31 Panel recommendations.

e The Rural Route Evaluated Compensation System (RRECS) replaces the current
evaluated compensation system with a mostly automated data capture system
capable of generating daily counts of work activities, new engineered and statistical
standards based on generally accepted industrial engineering principles, and an
automated system of business logic that calculates and updates evaluations of rural
routes. The main components of RRECS and their interaction is illustrated in the
following schematic:
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The RRECS systems enables automation of almost all data capture necessary for

accurate engineered route evaluations, which eliminates the need for comprehensive
mail counts. [(JIE)INEAVSIE)

, as well as eliminating NRLCA concerns regarding the accuracy of
mailcounts.

RRECS draws on existing data from throughout USPS to count the work activities
performed daily by rural carriers. These counts are largely automated and require
minimal carrier intervention. The resulting database is used to calculate standard
times for the work activities and routes and is also available for other essential
management functions.

Count data is also captured from mapping software developed by the project.
Mapping customers and routes requires a significant up-front investment, but once
they are mapped, future change will be captured in an automated updating process
and remapping will be minimal. The mapping system provides an efficient
mechanism to digitally capture the door, mailstop, mail box and direct door delivery
stop associated with each customer address.

RRECS engineered standards are based on generally accepted industrial
engineering practices. They have been validated and are fully documented and
available electronically in a uniform structure and format. Systematic procedures for
creating, auditing, and changing standards, and resolving standards disputes are
provided.

A one-of-a-kind drive speed matrix has been generated based on millions of drive
time samples. It will calculate accurate drive times based on specific route
characteristics.

The business logic in RRECS calculates daily standard time, current weekly
evaluations and base hours in a system of automated data transfer and analytics.
The system business logic has been independently validated and performs according
to requirements.

The business logic will generate route evaluations and update them as necessary on
a pay period basis, according to rules to be negotiated by the parties.

Since editing the line-of-travel using the mapping system is complex and time
consuming, the Panel has proposed a simplified mapping approach that would
reduce time requirements by about 75% while maintaining acceptable accuracy. This
approach provides an efficient and effective pathway for scaling up RRECS. With
minimal software changes this approach would allow RRECS to be implemented for
all USPS rural routes in about 6 months. The Panel’s recommendations for simplified
mapping are contained in a separate document: Panel Recommendations for
Improving RRECS



RRECS provides an accurate and transparent system for enabling changes in
engineered standards required by the dynamically changing USPS business
environment.

RRECS is a state-of-the art system that provides the digital foundation for a modern

tool set for managing the USPS delivery system. Potential roles for RRECS include:
o Maintaining current evaluations of carrier routes

Reducing efforts required for change management
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Dramatically decreasing time required to perform route adjustments

Evaluating complex delivery strategies and equipment purchases
Justifying new USPS delivery initiatives to Congress
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BACKGROUND ON THE RURAL ROUTE EVALUATED COMPENSATION SYSTEM
The Origin of RRECS

The NRLCA and USPS agreed to create the Rural Route Evaluated Compensation
System (RRECS) in a memorandum of understanding (MOU) appended to the interest
arbitration award issued by neutral chair Jack Clarke on July 3, 2012. The MOU
specified the following procedure for selecting a Panel to oversee the project:

“The Project will be headed by a three-member Panel. Each party will appoint a
member of its choosing, within 30 days of the signing of this Memorandum of
Understanding. These individuals shall be professional industrial engineers with
relevant experience in sound industrial engineering principles and modern computer
technology related to work measurement and delivery route design. Within 60 days
thereafter, those two Members will select and engage the Chairperson, who shall be a
professional Industrial Engineer who possesses the same qualifications. In the event
the two members are unable to agree on a Chairperson, a neutral arbitrator who is a
member of the National Academy of Arbitrators will decide who will be the Chairperson.”
(Appendix Document 01, “Appendix B to the Opinion and Award Dated July 2, 2012”)

The NRLCA appointed Ken Mericle, Professor Emeritus, University of Wisconsin-
Extension, School for Workers, as its representative in August 2012, and USPS
appointed Don Ratliff, Professor Emeritus of Industrial Engineering, Georgia Institute of
Technology, to represent them in October 2012. Mericle and Ratliff selected Louis
Martin-Vega, Dean of the College of Engineering at North Carolina State University, as
the Panel Chairperson in December 2012, and the Panel commenced its work in
January 2013.

Work Process

From January 2013 to the present, the Panel has worked with the USPS and the
NRLCA to design and develop RRECS. Various development teams inside and outside
USPS have contributed to this process. The teams and their main contributions are as

IR (D) (3) Sec 410(c)(2), (b)(5)




(b)(3) Sec 410(c)(2), (b)(5)

Role of the Panel

The main role of the Panel has been to establish the technical requirements for RRECS.
We have done this by circulating a series of documents to the teams, obtaining their
feedback, and revising the requirements as necessary. Our role in the development
process has been to advise, monitor progress, and assess outcomes. The teams are
responsible for the actual design and development of the various components of the
system. The Panel and its consultants have played a primary role in testing and
validating the systems developed by the teams.

Scope of RRECS

RRECS covers all rural carrier work activities on all rural routes. It identifies the data
elements required to count all work activities and creates a complex data-capture
system to provide daily counts of each of the data elements. RRECS also includes
standards, carefully developed from engineering and statistical data, that specify the
time allowed to complete each work activity. The standards and the counts come
together in RRECS business logic that computes base hours for purposes of
establishing evaluations of rural routes for pay purposes. This system is described in
detail in this report and in the appendix of support documents.’

Completion of RRECS

In partial fulfillment of its responsibilities under the MOU, the Panel submitted a version
of this report to USPS and NRLCA on October 31, 2017. At that point in time, the basic
design and development of the system had been completed, and the system had been
tested on a representative sample of 1767 rural routes. The report contained a list of
the remaining technical requirements to complete RRECS and Panel recommendations
on several other prominent issues that were not requirements.

This report constitutes the Panel Chairperson’s “final determination with regard to the
Revised Evaluated Compensation System.” The tendering of this final determination by
Chairperson Louis Martin-Vega fulfills the Panel’s obligations under the MOU. This
document contains Panel responses to the Parties’ comments on the October 31
Report, correction of errors in that document, and an updated listing of the remaining
technical requirements not yet completed by the teams. This is the “document of

" A second appendix of standards documentation will be submitted with this report. We will refer to it as
the Standards Appendix and to the appendix of support documents simply as the “Appendix” in the body
of this report.



record” for all of the Panel Chairperson’s determinations. The Panel recommendations
regarding issues to be further negotiated by the parties, which were included in the
October 31 Report, have been removed from this document and updated and will be
issued as a separate report as a resource for the parties.

RRECS is Essential to the Future of USPS
The Necessity of a Modern System of Delivery Route Standards

USPS utilizes a base route structure to deliver mail to business and residential
customers. The base is a fixed set of addresses that are specified in the Address
Management System (AMS). While in the delivery unit, the carrier performs the
activities (e.g., casing mail, sorting parcels and loading the delivery vehicle) necessary
to prepare their route’s mail for delivery. These “office” activities are similar in form
each day but may require substantially different amounts of time because of differences
in mail stream volumes. The “street” activities on the route include driving, servicing
mailboxes and performing services at the customer’s door (e.g., delivering large
parcels). The line of travel should be the same each day, and the time required for this
“basic” route approximately the same each day if: 1) all customers on the route receive
mail; 2) there are no door services for the day; and 3) there are no driving disruptions
(e.g., detours). However, variability in the at-door services, particularly parcel delivery,
often causes both the street time and the line of travel to vary from day to day.

The concept of “standard time” for a delivery route refers to the time required by an
experienced and motivated worker of normal skill and ability, working at a normal
daywork pace, to perform a specific task under specific conditions with allowance time
to meet personal needs, overcome the fatiguing aspects of work and compensate for
unavoidable delays. This concept is critical both for designing good routes and for
managing the carriers who service these routes. Without a reliable method for
estimating the time required to service a route, there is no way to know if the route’s
required activities can all be performed within an acceptable workday. Also, since for
the street portion of the route, a carrier is “out-of-sight” of any supervisor, and no two
routes are the same, it is not possible to evaluate the performance of a carrier without
some concept of standard time.

Basis for Pay System

For rural routes USPS uses standard route time to define the base hours used as the
basis for carrier pay. The carrier is responsible for performing all required activities on

his/her defined route. (I ANIGEIA
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Constantly Changing Environment

Maintaining standard route times in the constantly changing USPS environment
requires that the standard time calculations be based on current data. The existing
USPS methodology for establishing standard times involves periodic manual counts of
mail for each route during a “representative” period. However, given the variability in
mail volume for the various streams, particularly parcels, it is extremely difficult to justify
any period as representative of mail flows for the entire year. In order to adapt to the
changing environment, standard time computations must be based on ongoing
measurements of the various mail streams.

Defining Delivery Route Activities
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Developing Standard Times
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Management Tool Set
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2 MTM is a family of predetermined motion-time systems. The specific system used in RRECS is MTM1,
the original detailed version. We use the term MTM throughout this report when referring to the use of
MTM1 in the development of RRECS standards.
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Advances in Technology

Systems like RRECS are made possible by advances in digitized maps, GPS,
automated data capture, transfer and storage, internet availability and cloud computing.
While these technologies have caused a digital transformation of many industries as
observed by the World Economic Forum, “Logistics has infroduced digital innovations at
a slower pace than some other industries. This slower rate of digital adoption brings
enormous risks that, if ignored, could be potentially catastrophic for even the biggest
established players in the business.” 3

The United Parcel Service (UPS) has been an exception to the slow pace of digital
innovation in logistics. UPS announced their customer digitization process in 2008 and
is currently implementing ORION (On-Road Integrated Optimization and Navigation)
based on this digitization. ORION is expected to save UPS $300,000,000 to
$400,000,000 per year when fully implemented.* The RRECS capability for digitization
of customers and routes and automated capture of delivery data is a critical step in the
digital transformation of USPS mail delivery. RRECS also provides the basis for route
optimization technology comparable to the ORION system of UPS. This digital
transformation is essential if USPS is to compete with companies like UPS that started
the digital transformation of their delivery system 10 years ago.

RRECS Schematic

3 [http://reports.weforum.org/digital-transformation/the-digital-transformation-of-logistics-threat-and-
opportunity/]
4 [nttps://compass.ups.com/ups-fleet-telematics-system/]
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For the benefit of readers unfamiliar with RRECS concepts and USPS acronyms, the
Glossary at the end of this report provides definitions of all items presented in the
schematic.
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