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RESPONSE OF OCA WITNESS J. EDWARD SMITH TO
INTERROGATORIES OF ADVO (ADVO/OCA-T3-1-5)

ADVO/OCA-T3-1.  On page 3 (lines 2 through 10) of your testimony, you criticize the 
CCSTS data. Please provide the following (including any related machine-readable 
programs, data sets and results):

(a) Description and results of all statistical or logical tests you
performed on the CCSTS data themselves.

(b) Description and results of all variations of data cleaning,
elimination, corrections, adjustments, etc. you performed on the
CCSTS data themselves.

RESPONSE TO ADVO/OCA-T3-1 

(a) The Commission provided a comprehensive analysis of the database, 

including statistical analyses, in Docket No. R2005-1.  I conducted no additional tests.  
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My greatest concern with the use of the CCSTS data involves the Variance Inflation 

Factors (VIFs).

Variable Unrestricted Quadratic Restricted Quadratic
VIF VIF

let 43 21
let2 95 13
cf 28 16
cf2 31 12
seq 13 4
seq2 5 4
cv 24 4
cv2 7 4
spr 25 8
spr2 26 6
dp 27 17
dp2 74 12
dens 16 7
dens2 10 7
lf 98
lse 22
lcv 36
lspr 97
ldp 166
fse 9
fcv 14
fspr 44
fdp 67
scv 8
sspr 12
sdp 19
cspr 10
cdp 31
spdp 92
ldns 20
fdns 11
sdns 3
cdns 8
spdns 10
dpdns 20

The VIF values are summarized in the above table.  According to Der and Everitt,1

The variance inflation factor of an explanatory variable indicates the strength of 
the linear relationship between the variable and the remaining explanatory 

1 Geoff Der and Brian S. Everitt, A Handbook of Statistical Analyses Using SAS, 2d ed. (2002).
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variables.  A rough rule of thumb is that variance inflation factors greater than 10 
give some cause for concern.

(b) I have not modified witness Bradley’s database other than for 

redefinitions, such as defining letters to include only DPS mail, as explicitly stated in 

the accompanying SAS programs.  
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ADVO/OCA-T3-2.  Please provide descriptions, tests and results of all econometric 
analyses performed with CCSTS data sets other than the data sets used by USPS 
witness Bradley, including any machine-readable programs, analytical results, and new 
data sets that you used.

RESPONSE TO ADVO/OCA-T3-2 

The only CCSTS database that I used was provided with witness Bradley’s testimony in 

Docket No. R2005-1.   There are no additional results.
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ADVO/OCA-T3-3.  Please provide all CCSTS econometric models and results you ran 
other than the ones presented in your testimony and OCA-LR-L-4. Please include any 
related machine-readable programs, data sets and results.

RESPONSE TO ADVO/OCA-T3-3 

All models and results developed from the models have been presented with the 

exception of one minor model modification involving the use of a dummy variable, used 

at times for small packages.  The file “Dummy” in OCA-LR-6 contains one example of 

the use of a dummy.  As can be seen, the use of a dummy variable did not have an 

effect on the sign of volume variability.  In no case did the use of a dummy variable in 

one of the models considered solve the problem of negative variabilities, and the 

possible use of dummies was not pursued.  
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ADVO/OCA-T3-4.  For the DOIS data and model results, please provide:

(a) Description and results of all statistical and logical tests you performed on the 
DOIS data themselves.

(b) Description and results of all variations of data cleaning, elimination, 
corrections, adjustments, etc. you performed on the DOIS data themselves.

RESPONSE TO ADVO/OCA-T3-4 

(a) A number of data points were eliminated to remove duplication and cases 

with delivery time equal to zero.  In addition, in the case of missing data, other than 

delivery time, I set missing values equal to zero rather than eliminating the 

observations.  Although I performed a test for outliers, I have not retained the test.  I 

did not have a basis for determining whether an outlier should actually be eliminated.

Therefore, no datum was eliminated on the ground of being an outlier.   This 

approach appears to be consistent with witness Bradley’s approach.

(b) See (a).
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ADVO/OCA-T3-5.  Please provide descriptions, tests and results of all econometric 
analyses performed with DOIS data sets other than the data sets used in the 
development of the 12 models you present in Table 4 of your testimony and in OCA-
LR-L-4, including any machine-readable programs, analytical results, and new data sets 
that you used.

RESPONSE TO ADVO/OCA-T3-5 
 
USPS-LR-K-152 provides DOIS data on a weekly basis for selected ZIP codes and 

selected weeks over the 2002 through 2005 timeframe.  OCA-LR-L-6 contains all of the 

models and results.


