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Introduction

The following are descriptions of TSP programs and Excel workbook files used to produce the econometric estimates and specification test results reported in Dr. Bozzo’s response to NOI No. 4, Tables 1 through 3.  Table 1 of the response presents the specification test results for “Model B” (the model with time effects).  Table 2 presents the principal econometric estimates and specification test results for “Model C” (the model with both time and facility effects).  Table 3 compares the volume-variability estimates derived from Model C with those Dr. Bozzo recommends in his direct testimony (“Model A,” the model with facility effects) for the six MODS operation groups addressed in the response.
  This is a category 2 library reference, prepared by witness Bozzo.  The programs employ data previously presented in USPS-LR-I-107.

Part 1.  Econometric specification and estimation of Model B, and results of the specification tests described in part (a) of the NOI

Program:  varltr-tpf-by98-noi4b.tsp – Estimates fixed-effects regressions with time effects (Model B) for the OCR, BCS, and FSM MODS operation groups, and performs specification (i.e., F and Hausman) tests, the results of which appear in Table 1.

Input file:  reg9398.xls – See USPS-LR-I-107 for a description.

Output file:  varltr-tpf-by98-noi4b.out – TSP output file containing regression and specification test results.

The program varltr-tpf-by98-noi4b.tsp reads the data from the Excel workbook file, reg9398.xls, performs the sample selection procedure described in Dr. Bozzo’s direct testimony, and estimates the total (i.e., pooled), between, within (i.e., fixed-effects), and random-effects regressions of the model with time effects (Model B).  An F test of the pooled model (“Model 0”) versus Model B, and a Hausman test of the random-effects versus the fixed-effects versions of Model B, are also performed.

Program:  varltr-tph-by98-noi4b.tsp – Estimates fixed-effects regressions with time effects (Model B) for the Manual Flats and Manual Letters MODS operation groups, and performs specification (i.e., F and Hausman) tests, the results of which appear in Table 1.

Input file:  reg9398.xls – See USPS-LR-I-107 for a description.

Output file:  varltr-tph-by98-noi4b.out – TSP output file containing regression and specification test results.

This program is analogous to varltr-tpf-by98-noi4b.tsp, for the case of the Manual Flats and Manual Letters MODS operation groups.

Program:  varnl-tpf-by98-noi4b.tsp – Estimates fixed-effects regressions with time effects (Model B) for the SPBS MODS operation group, and performs specification (i.e., F and Hausman) tests, the results of which appear in Table 1.

Input file:  reg9398.xls – See USPS-LR-I-107 for a description.

Output file:  varnl-tph-by98-noi4b.out – TSP output file containing regression and specification test results.

This program is analogous to varltr-tpf-by98-noi4b.tsp, for the case of the SPBS MODS operation group.

Part 2. Econometric specification and estimation of Model C, and results of the specification tests described in part (a) of the NOI

Program:  varltr-tpf-by98-noi4c.tsp – Estimates fixed-effects regressions with time and facility effects (Model C) for the OCR, BCS, and FSM MODS operation groups, and performs specification (i.e., F and Hausman) tests, the results of which appear in Table 2.

Input file:  reg9398.xls – See USPS-LR-I-107 for a description.

Output file:  varltr-tpf-by98-noi4c.out – TSP output file containing regression and specification test results.

The program varltr-tpf-by98-noi4c.tsp reads the data from the Excel workbook file, reg9398.xls, performs the sample selection procedure described in Dr. Bozzo’s direct testimony, and estimates the total (i.e., pooled), between, within (i.e., fixed-effects), and random-effects regressions of the model with time and facility effects (Model C).  An F test of Model B versus Model C, and a Hausman test of the random-effects versus the fixed-effects versions of Model C, are also performed.

Program:  varltr-tph-by98-noi4c.tsp – Estimates fixed-effects regressions with time and facility effects (Model C) for the Manual Flats and Manual Letters MODS operation groups, and performs specification (i.e., F and Hausman) tests, the results of which appear in Table 2.

Input file:  reg9398.xls – See USPS-LR-I-107 for a description.

Output file:  varltr-tph-by98-noi4c.out – TSP output file containing regression and specification test results.

This program is analogous to varltr-tpf-by98-noi4c.tsp, for the case of the Manual Flats and Manual Letters MODS operation groups.

Program:  varnl-tpf-by98-noi4c.tsp – Estimates fixed-effects regressions with time and facility effects (Model C) for the SPBS MODS operation group, and performs specification (i.e., F and Hausman) tests, the results of which appear in Table 2.

Input file:  reg9398.xls – See USPS-LR-I-107 for a description.

Output file:  varnl-tph-by98-noi4c.out – TSP output file containing regression and specification test results.

This program is analogous to varltr-tpf-by98-noi4c.tsp, for the case of the SPBS MODS operation group.

Part 3.  Comparison of Model A and Model C results

Excel workbook file:  compare Model A vs Model C.xls – Contains a comparison of Model A versus Model C volume-variability factors, and the corresponding BY98 volume-variable costs implied by the respective models.

� I.e., BCS, FSM, Manual Flats, Manual Letters, OCR, and SPBS.


� Table 1 provides the P-values from the respective tests.  The P-value of a test statistic is the significance level at which the observed value of the statistic would be just significant.  See, e.g., Arthur S. Goldberger, A Course in Econometrics, Harvard University Press 1991, at 238-240.
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