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RESPONSE OF THE UNITED STATES POSTAL SERVICE TO 
CHAIRMAN’S INFORMATION REQUEST NO. 6 

 
 

1. In the Proposed Study, for regular delivery, the Postal Service estimates 
alternative econometric equations using the restricted quadratic model where it 

includes “just the first and second order terms of the variables and only the cross 
products that involve volume.”  Proposed Study at 40.  The Postal Service 
compares variabilities from two models and concludes that “the variabilities from 
the full quadratic and the restricted quadratic [model] are virtually the same.”  Id. 
at 41. 

a. Please specify the quantitative threshold (e.g., 1 percentage point or less) 

that the Postal Service used to conclude that the variabilities from the two 
models “are virtually the same.”  Id. 

b. Please identify any formal criteria the Postal Service relied upon when 
concluding that the variabilities from the two models “are virtually the 
same.”  Id.  Please include all supporting calculations, if applicable. 

 
RESPONSE:     

 

In describing the closeness of the variabilities estimated with the restricted quadratic 

model to the variabilities estimated with the restricted quadratic model, the word 

“virtually” was used in its common dictionary meaning of “almost,” “nearly,” or “for all 

practical purposes.”  The purpose of estimating the regular delivery variabilities is to 

estimate the volume variable costs for SPR regular delivery. Table 36 from the Study 

Report (Study Report at 81) produces the volume variable hours using the variabilities 

from the full quadratic model.  That table is reproduced below. 

 

 

 

 

 



RESPONSE OF THE UNITED STATES POSTAL SERVICE TO 
CHAIRMAN’S INFORMATION REQUEST NO. 6 

 
 

Table 36 

Computing The Regular Delivery Variability 

Time Period Accrued Hours Variability 
Volume 

Variable Hours 

J, F, M, A 2,999,392 60.50% 1,814,632 

M, J, J 2,357,440 56.90% 1,341,384 

A, S, O, 1st 3 wks. 
N 

2,783,674 65.70% 1,828,874 

4th wk N, D 3,494,950 80.90% 2,827,414 

Total 11,635,456 67.14% 7,812,304 

  

The same table can be produced using the variabilities from the restricted quadratic 

model.  That table, entitled, Table 36R, is produced below:1 

Table 36R 

Computing The Regular Delivery Variability --Restricted Variabilities 

Time Period Accrued Hours Variability 
Volume 

Variable Hours 

J, F, M, A 2,999,392 59.90% 1,796,636 

M, J, J 2,357,440 57.50% 1,355,528 

A, S, O, 1st 3 wks. 
N 

2,783,674 65.70% 1,828,874 

4th wk N, D 3,494,950 81.10% 2,834,404 

Total 11,635,456 67.17% 7,815,442 

 

                                              

1 The spreadsheet that calculates this table is electronically attached to this 
response. It differs from the “Calculating Variability Worksheet” that appears in Directory 
6 of the Public Folder with respect to Table 36 only in its use of the variabilities from the 
restricted quadratic model. 
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Comparing the total volume variable hours from the two approaches provides a succinct 

metric for investigation whether or not the two sets of variabilities are the same “for all 

practical purposes.”  The total volume variable hours using the full quadratic variability 

are 7,812,304 and the volume variable hours using the restricted quadratic variabilities 

are 7,815,422.  The difference between these two magnitudes is 3,138 hours or in 

percentage terms, a difference of 0.0004 (four-hundredths of one percent).  In other 

words, the full quadratic volume variable hours are equal to 0.9996 of the restricted 

quadratic volume variable hours. 

 

While this comparison does not provide a statistical test, the Postal Service believes 

that any reasonable observer would conclude that the two computed volume variable 

hours (and thus costs) are almost, nearly, or for all practical purposes, the same. 
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2. In the Proposed Study, discussing the collection model, the Postal Service states 
that lack of “information on potential characteristic variables for collection … 

raises the concern that the estimated variability could be overstated because 
non-volume variations in volume could be ascribed to volume.”  Id. at 12.  Please 
discuss whether and how you addressed this concern in the collection model. 

 

RESPONSE: 

 

As explained in the Study Report, the absence of characteristic variables for collection 

precludes their use in controlling for non-volume related variations in collection hours.  

This means the issue could not be addressed in the estimation of the collection model, 

and provided the basis for the expression of the potential concern in the report. 


