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The Postal Service is trving to dsl:ver letters 
promptly and at acce!:table cost throuGh at- 
tempts to irrprvti mechanization. Three n?w 
types of equipment have been unsuccessfil! lo 
date m providing any substantial tmprDv,ve- 
men3 over existing equiprrant in term: of ’ 
cost Lr prccassing ability. 

The Postal Service is taking correctke ask n 
on recommendations to improve some prc- 
curement and operational practices. 
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The Honorable David N. Henderson 
Chairman, Committee on Post 

rr Office and Civil Service +!,,t /:*, -jr _, 

c 
House of Representatives 

Gear Mr. Chairman: 

This report responds to your request that we review 
the air culler, advanced fxzer/canceller, and advanced 
optical character reader, which represent efforts by the 
U.S. Postal Service to improve mail processing equipkent. 

hqe~cy comments +ave been obtained and are included as 
apperct!.x II. 

, 

Comptroller General 
Of the United States 
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GLCSSARY 

Advanced development 
model 

Service test Model 

Preproduction model 

Production-engineere3 
models 

Electronic enr ichers 

The first functional mc.del built 
to prove a new concept. The tests 
of functional performance are con- 
ducted under simulated conditions 
during inplant tests and shouid be 
successkully completed &fore pro- 
ceeding to the next development 
stage. 

The first operationa: ly comp:.ete 
unit built. The test of op=ra- 
tional performance is conducted 
in a live mail environment and 
snould be suzcf ;sfull.y completed 
before proceeding to the next 
development stage. 

The first totally complete unit 
c built in the devc lopme It cycle, 

which should meet ~11 perform- 
ance requirements. Ail ur.its 
built subsequently--production- 
engineered models--conform to 
the specifications of the PPM. 

Units deployed in post offices 
for nail procossinq. 

This unit separates primarily 
machine readable p0rt.ic.r.s of 
transit and collection mail for 
subsequent prccessing by an 
opti’cal character reader. 



COMPTROLLER GENERAL’S EFFORTS ‘I% DEVELOP IMPROVED 
REPORT T’J THE COMMITTEE ON tiAIL PROCESSING EQUIPMENT 
POST OFFICE AND CIVIL SERVICE HAVE NOT SUCCEZDED TO LATE 
HOUSE OF RF”RESENTATIVES U.S. Postal Service 

DIGEST ------ 

I 
Mechanization advancements must be made for 
the U.S. Postal Service tc? deliver letters 

_ h 
*- 

c- promptly and at acceptable cost to the 
citizen. 

Attemp’.s to improve letter serrJice through 
. development of three types of machines--the 

air ccller, advanced facer/canceller , and 
advanced cptical character reader -*-have not 
been successful o These machines offer no 
apparent advantages over existing equipment. 
(See chs. 2 to 4. ) 

GAO sees need for improved procurement and 
operationa; practices. The Service has had 
no formal policy regarding “oberlapping 
contracting”-- proceeding to the next phase 
of development before completing the cllccent 
phase. 

Likewise, the Service has had r&i3 formal policy 
fOK “parallel contracting”--awarding cant races 
simultaneously tc two or more firms for de- 
velopment of machinery to perform an idenzic,l 
function. “Overlapping” and “parallel con- 
tracting,” although sometimes justiCiedl gen- 
era.lly restilt in increased procurement costs. 
(See p. 14.) 

i 

Performance testing and evaluation of equip- 
men: bei. developed were largely under the 
contLo1 of project management. The precise 
procedures for testing were established after 
contract award. 

The contractor and Service engineers techni- 
tally responsibie for the various projects 
were also responsible for their evaluation. 
This dual LO~C iIf evaluating their own of- 
forts could result in loss cf objecttvity 
and continued development of an item $hl?n 

I 
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mounting evidence indicates that success is 
unlikely. (See p. 14.1 

Cost-benefit anaiyses should be performed 
periodically to provide top postal manage- 
ment with a continuing o verview 02 technicai 
progress, evaluated in terms of costs to be 
incurred and 5eneflts to be realized, if the 
development wcrk continues and the new equip- 
ment is deployed in the postal syslzm. Such 
analyses did not take place in the contracts 
GAO examined. (See p. 15.) 

RECOMMENDATIONS -- 

The Service should justify overlapping con- 
tracting in advance. Performance testing of 
developmental equipment should be controlled 
by a group other than project management. 
Periodic cost-benefit analy5es, using actual 
performance experience, should be made dur- 
ing development to reassess desirability of 
continued effort. 

AGENCY ACTIONS 

The Service says it has been: 

--Requiring more cA’efu1, formal justifica- 
tion of procvreme:lt actions, particularly 
overlapping or pa :allel contr Lcting. 

--Separating .deve?oprrznt function from iest 
a:?d eval uaLion. 

--#aking cost-benefit analyses conducted at 
the conclusion of the testing phase the 
basis for recozaending ‘eploynent . 

In addition, the Service commented or: prob- 
lems exper ienced during developmenL. current 
status, and future development plans for the 
equipment. (See pp. 5, 9, and 13.) 

ii 
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CRAPTER 1 

-1NTdODUCTXON 

On April 25, 1974, the Chairman, House Committee on 
Post Office and Civil Service, requested that we review the 
process the U.S.. Postal Service used to develop certain mail 
processing ec.lipment.. The Committee was specifically in- 
terested in acquisi,ion cost, performance characteris+ its, 
manpower and other cost savings, and investment alternatives 
for the air culler, the advanced facer/canceller (AK), and 
the advanced optical charac’,tr reader (AOCR). 

Salaries accowt for most past anti projected Service 
cost increases A!‘,houqh Service productivity has been in- 
creasing, these increases have not offset the growth in 
postal woffcers’ earnings. Given the increasing mail volume 
and the labor-!-ntensive nature of the Service’s oper ntions, 
mechanization is necessary for the Service to achieve its 
mandate of self-sufficiency and to provide higher quality 
mail service. c 

Since the late 1953s, much Service eftort to mechanize 
letter mail processing has been based on the M.ark II facer/ 
canceller and the multiple position 1ettf.r sorting machine 
(YPLSM) . To iricrease efficiency and improve service, the 
Service i; engaged in research, development , and engineering 
programs for greater use of electro-mechanical and electro!lic 
mail-handling systems. The air culler, AFC:, and AQCR are 
part. of t;l1; effort. 

The air culler system was intended to be a “Lough cul- 
l ing” device for separating collection mail (picked up at 
collection boxes and brought to postal ‘,facilities for proc- 
essing) into machinable and nonmachinable mail. This mail 
includes letter mail-- matil that can be processed by machine-- 
small parcels, rolls, hotel keys, and r,‘s:lc*r bulk items that 
must be processed manually. 

The Service intended to feed Lollecticn mail directly 
into the irlr culler. The mail would pass i.lto a chamber 
where air pressure would force lightweight r>ail OK+- the top 
of the chamoer onto a mail belt wnich wocld carry the mail 
to additional mechanical processing. Zeaviec pieces of mail 
would fall tc the bottom to be processed manually. Under 
the present system, ail ro.ugh culli,lq cf colj.ection mail is 
i>erformed mani~ally. 

1 



The AFC is a machine for cacing--finding the front of 
envelo?es-- and canceling stamps on letter mail. The AFC was 
intended to be faster, oe letss error-prone, require less 
maintenance, cause les; damarje, and be more able to separate 
mail requiring special processing than the Mark 11 facer/ 
canceller which has been i:> i:;se since t.he late 1950s. Oper- 

’ atiny principles 0: tne AFC and Mark: II ace simllbr . Both 
sense t-he phosphorescent or f?+uorescent-tagged st.dmp oc 
indicia to position the mail for faring and canceling. 

The AOCQ is the mdst. sopnisticated and compiex optical 
character reader under development by the Service. This 
machine is a computer-controlled device that translates 
alphanumeric chitracters into computer-u33ble signals. The 
mail transport. units of the machine feerf letters to scanner 
assemblies which function like eye?. Tt!c addrris is read, 
and the mail is then either mecnanicall: carried to one of 
several hundred bins or rejec:.ed if unreadable. 

2 



CHAPTER 2 ---m-v 

AIR CULLER --m-------- 

Our revi.ew’ of t-he air culler showed: 

-*-ft. had not. achieved the performance level int.t\nded by 
the Service. 

--It did not. appear to be an economical alternative.to 
t-he present manual cull i ng oper at. i 3n. 

COST AND CON’PRAC ?I NG ----- ----..- = ---- --- 

Tne Service has spent. about .$2 mill ion en t.he air culler . 
The initial development contract. was awarded on a sole-source 
basis on June 22, 1968. This contract provided for develop- 
ment bf one advanced development model I/ and two service t.est 
models 1/ at an estimated cost of $28l,cOO with a June 30, 
1969, completion date. Contract- modif ication resulted in a 
final contract price of $624,578 and extended t-he completion 
date to February 23, 1972. 

Although the service t.est. models obtained on the Tbove 
cdntract had not been field tested, the Service, on June 23, 
1972, ent.ered into a follow-an, sole-soucce contract. for the 
design, fabrication, and testing of 1 preproduction 1/ and 13 
product.ion-engineered l/ air cullers, as well as rnxiiials and 
a maintenance training-course. There were 14 amen.lment.s to 
this contract., which raised original controci: costs from 
$1,043,250 to $1,445,268 and extended the completion date 
aoout 1 year. 

PERFORMANCE ------I__ 

Per. sonnel of the Research and Engineer ing Department 
conduct.ed field tests of the advanced dcvelopm~ilt model of 
the air cuiler between April 12, 1971, and June 30, : 971. 
They reported to the Director, Research and Dk>velopnlcnt, 
that use of the air culler had markedly i‘rcreaced prc- 
ductivity. 

Flir ther development. efforts, however, have no+. produced 
an air culler capable of meeting prrformance specificat.iuns. 
The performance specifications cor,i-airled in !-he air .jller 
amtract, for production-engineered models, provide, in part, 
t. i l d t. : 

L/See glossary. 



--Collection irail be processed at. a rat.e of lOO,~.!OO 
pieces an hour with 3r-r average error rate of about 
1 percent . (Error rate is the rat.io of the number 
of ;nachiwt,le I..ail pieces sorted to the nonmachinable 
ma;1 belt. -.o t.ne number of 3llection <nail [JieCes 

processed. ) 

--.The m?,imum operating staff is one feed operator. 

--Machinable mail tnat is damaged to the extent that. it. 
cannot. be further machine processed is not. t.o exceed 
1 in 50,000 pieces. 

Tests performed by the Service and us showed that. the 
air culler was not. capable ?f operating in accordance wit.h 
the above specif i caticnt I, On at least three occasions, 
test’s were run to deterrr,ir.e sthether the air culler was. able 
to p~‘o~‘e”s unculled co1 lecticn mail. Two of t.he tests were 
initiated by the Servi*:ca ani t.he third &as perforo,>d at. out 
request. The t.est.s were: r,~ at three different. postal fa- 
cil ities. 

In each case, the a~; culler failed to perform in ac- 
cocdance wikn specif ic3tions. The two t.est.s performed by 
Service personnel W~KC terminated after a shcrt ti.me because 
of inadequate culling of t-he mail and damage C.o letters and 
bundles. The test. we requested, in~~3:,?llng 22 bags of col- 
lection mail r showed that about. 50 per ,:ent of t-he flat.s-- 
oversized cnvelopes-- ended up or. the machinable mail belt. 
and a large quantity of machinable inail ended up on the non- 
machinable mail belt. 

To compensate for the inabili ky of t-he air culler to 
pcocess ur.culled collection mail, mail was b?ing manually 
preculled and post.cul.led. This pract.ice is contrary to the 
requirement. t.hat. a mdximum of on” feed opecator operate t.he 
sic cul ler . We noted as many a; five mai’ .handlers provid- 
ing manual support. to this operation. 

Had the Se;-vice performe;! atiequate f’eld testing of 
service test model.s before contracting i’or production- 
engineered models, t-he air culler’s inati1it.y to meet 
perfortnance specifr z;tlons would have be?n established and 
fol lore-on procurement might. have beer] av ,jdec . 

Because of 3 inited operating capability of the air 
cullers, few have been deployed. Of the 17 air cullers 
procured by t.he Service, 5 are in operat. &on, 8 are in stor- 
age, and 4 are being used for ex F?r imenLrt ion and parts. 



-- .---_ -- -- -- 

ALTERNAT1VE.J -----e-w 

Because of performance def ‘iciencies , it is quest ionable 
whether the air culler is more economical t.han the current 
manual culling ope&ation. In 1969 the Service aralyzed t.ne 
cost of four dir’ferent mettiods of culling coLlect.icr7 mail, 
includjng the air culler anti manual cull ing method. Analysis 
showed that the air caller has fdr more economical than al- 
terhaxive methods of culling mail. 

Bacacse the study was perfornlrd before development. ‘Jf 
the air culler, costs of the air culler were calculated from 
design cr iter ia and performance e..pect.at ions. The study 
report recommended that development be csntinued, subject to 
substa,;tiation of the data used and availability of new 
data affecting the analysis. 

As mentioned prevlo.1sl.y; the air cull?r has not. per- 
formed in accordance with uesign specificatiotls and, there- 
fore, it is necessary ~7 provide greater manual support than 
originally planned. We requested an updated economic canal . 
ysis taking these factors into consideration, but. Service 
officials were unable to locate one and did not know whether 
one was performed before contracting for 13 production- 
engineered models. Service officials had no plans to pur- 
chase addit.ional air cullet s I 

AGENCY COMMEVP --^----a-- 

The Se;t ice agrees the air culler ha:: not been success- 
ful as a stand-alone machine. Tests hnd f.vaL;ations indi- 
cated that its performance was unfavorable from an economic 
standpoint. Uk;for tullately, several nachj nes ‘Jt?r 3 purchased 
before the test-s and evaluations were complet.ed. iicwever ) 
since the sir cuYler has proven effectlva in controlling 
thr: flow of mail, the Service is cc:csntly tost.ing it in 
connection with the development or‘ a new aut ),?tted mail 
pL;pacation system. {See app. XI.) 



CHAPTER 3 - ---- 

IJ)VANCED FACER/CANCELLEH -a- 

our review of rh& IFC showed t.Ir.=+.c.: 

--Estimated producti;tn costs arc, twit-l the cost 2f 
existing alternative equipme,rt. 

--The cGntractoj’ , to date, has beer. unable to develop 
a machine capable of meetinq perfol:mance r’>jectives. 

--Performant:, xould have tc impro,re and cost would have 
to be reduced before the AFC would be an attrsctive 
alternativ? to the present equipment.. 

COST AND (:ONTRACI INS -- 

Since June 1968 t.he Service spent or ?o;lt.racL?i :o spend 
aboll: $9.4 milll?n to deve>op an improved fncer/C.;i,ceiler. 
In audition to 4 Plfanced development mcdelc, of the AFC, the 
Service has also received 12 service test. models and has 
contracted for 14 production-engineered model ti. i-1 How Jver , 
because of technical diff i.cul ties, the contractix has not 
delivered any production-engineered models. 

Three contrazts have kJeen awarded thus far for ArC de- 
velopteent. As shown on the following tlble, contracts for 
var loLl’< stages of developn.ent have ov(br lapped. 

Contract Award and Completi.3n Dates 

Hodel 
Award 

date \ 
&ont.r act. completion date 

lginal Or Rev i sed - _1- 

Advanced developmenL’ 6- ?l-68 6- 9-69 5- 4-73 
Service test 3-ml+72 5-23-73 8-31-74 
Production-engineered 6-28-72 c, -15-73 11/75 

The contract for the service test model was awarded 
about 14 months before complt -ion of tie advanced develop- 
me.it model. The contract for production-engineered models 
overlapped thr ccmpletion dates for tIi;ft advanced develop- 
merit and service test models by about 1.) and 26 months, 
respectively. 

i/See glossar;r. 
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The difficulties experienced, and st ill being oxpt:r ienceo, 
by the Service in brirlging this piece of equj:$ment on line 
are best illustrated by1 t.hr increasing unit cost of the AFC 
as it progressed through the various stages of development. 

Contract Contract value Unit 
guant iLx Start End cost --- 

Advanced deveiop- 
ment 

., 

12$ 
$ 98,753 $1.977,811 $ 494,452 

Service test 1,350,600 2,901,493 241,791 
Production- . 

ang ineeced 
(note *a) 14 2,723,795 

Prodcction- 
engineered 
(note a) 2 1,594,941 4,546,941 2,273,470 . 

Total contract 
value $_9,426,245 

\ 
a/The original contract provided for delivery of 14 units. 

All fu:?ds were exper.ded and no units were delivered. The 
contract was modified to provide additional funds altd 
reduced the number of units to be delivc:red tc two. 

The facer/cancellers currently being ustd by the bt:t:r- 

ice’were purchased in December 1973 at a uni’: cost of ap- 
proximately $25,000, whize the latest estimate for prodoc- 
tion quantities of the newest AYC exceeds $55,000 a unit. 

PERFORMANCE 

Project management in the Zesearch and Engineering 
Department devised, monitored, and re;*ie*$cd the field tmstc v---L 
the contrartor conducted of the advanced dezlopmcnt models 
dnd servlcc’ test models of the AFC. These tests took place 
as the units were delivered to various post ?f f ices. The 
reported results helped determine that the program would 
be ccnti. .:r,d to the service test and production engineered 
stagr LI. 

Most 
however, 

field tests for the service test models tack place, 
after the production en:?ineere.’ contract was awarded. 

The AFC was to be fdSter, make fewer c. errs, require less 
maintenance, 

$ 
and damage less mail than the canceling machine 

cu. rently in operation. Development efforts, thouqh, have 
not yet succeeded in producing an AFC capable of meeting 
performance specifications. Eioreover, at the ti.-e of odr 
fieldwork, technical problems had prevented ttI* contractor 
from prcducinq a machine which outperformed ait,ernative 
eguQpment. 



In 1973 the Service studied the performance of the 
ad!-anced development mode! of the AFC and tne facer/can- 
ceiler currently in use. Th.e study concluded that there 
was very little difference in the performance of t. 2 two 
machines and that there was no evidence of man-hour sav .ngs 
from using the AFC. 

Some ‘of the technical problems experienced by the con- 
tractor in developing production mode!s have been inability 
to achieve prccessing speed, mechanical parts failures, jam 
problems, and cancellation problems. In a proposa!. dated 
June 4, 1974, the AFC contractor proposed 48 pages of correc- 
t ions or improvements. 

An advantage of the AFC was to have been a reduction 
;n maintenance time and costs. We attempted to evaluate 
its success in this area at two post off ices using the AFC. 
Although detailed records were not maintained, those avail- 
able indicated maintenance time for the AFC was greater than 
for existing alternative equipment. Service personnel in- 
formed us that extensive maintenance work had been performed 
on the AFC. However, Service engineering personnel believe 
technical problems can be overcome. 

ALTERX-4TIVES --P 

While the Service prepared an economic evaluation, it 
did not compare I-he AFC to the facer/canceller presently 
in use. 

In February 1973 an economic evaluation was prepared 
and submitted to the Service’s Capital Investment Committee 
to justify purchase of 150 AFCs. The evaluation concluded 
that the XC was economically feasible. HoweLter, it did not 
consider alternative methods, and there was no detailed 
information suppc,rting the study. In April 1973 the 
Capital Investment Committee approved purchase of 150 
AFCs. This approval was subsequently withdrawn when the 
contractor failed to furnish an accept,lble proposal guar- 
anteeing satisfactory performance. 

Even if the technical problems with the t,FC are re- 
solved, it still might not be an economical alternative to 
the existing equipment, considering the relative costs and 
merits. Therefore, before a decision is made to acquire 
produc;ion quantities of new equipment, a study should be 
made comparing: the costs of operating the equipment with 
equipment currently available. 



AGENCY COMMENT 

The Service acknowledges that the AFC has encountered 
numerous development problems. However, the Service be- 
lieves that the AFC can become a viable machine with cer- 
tain improvements. Recently, field tests were completed 
comparing a redesigned AFC to existing equipment. Pre- 
liminary data indicated that the AFC can operate faster 
as well as reduce mail damage. A decision on producing 
these machines will be made within the next few months. 
(SE-J app. II.) 



CHAPTER 4 

ADVANCED OPTICAL CHARACTER READFA 

The AOCR: 

--Performed well when processing a specialized mail 
stream. lJ 

--Did not appear to offer either service or economic 
benefits over existing mechanical sorting methods. 

COST AND CONTRACTING 

In 1970 parallel development contracts were awarded to 
two firms for design work and hardw.tre models of the AOCR. 
The initial value of these contracts i,?s about $13.6 million. 
One contract was terminated in September 1973 after costs 
tokaling about $13.4 illillion had been incurred. The other 
contract resulted in the production of one AOCR, located at 
the General Post Office, Ne.r York City, at a cost of about 
$14.2 million. 

Contract files contained no formal justification for 
using parallel development contracts. However, Services of- 
ficials believed it was justified because of the technical 

.nature of the equipment. They stated that no formal po.iicy 
existed regardinq use of parallel contracting. 

Service records show that the one contract was termin- 
ated for the convenience of the Government. Service officials 
stated that, because of the state of development and the cost 
incurred, they felt that further development was no longer 
justified or feasible. ._ 

There Ls no current estimate of the 7ost o< mass-produclnq 
the AOCR; !-,:bwever, in March 1973 the contractor wanted $6 mil- 
lion to produce ?,n Additional AOCE. According to a Service 
official this is the best estimate available. In addition 
to the AOCR's acquisition cost, the Service estimated that 
it would spend an add.ktional $5 million in maintenance and 
support over a S-year period. These estimates appear to be 
in line with actual experience. 

(st i/Specialized mail stream means machine-imprinted mail con- 
forming to particular formats, fonts, and sizes. 
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These esti;,ates did not include the cost of elecbronic 
enricherb, l/ used when the AOCR is used to surf incoming 
mail. Tne iast contract awarded by the Service was for de- 
signing and constructing eight enrichers at a total price 
of $1,452,750. Seven of these machines are currently being 
used with the AOCR at the General Post Office. 

About 18 people are required to operate the AOCR when 
working on outgoing mail: about 4 more are needed when 
working on incoming mail because of the nr:ed to operate 
enrichers. 

PERFORMANCE 

Research personnel, supported by Mew York mail hand- 
lers, conducted field tests of the AOCR in November and 
December 1972. Because the machine did not meet the con- 
tract's performance specifications during -!lese tests, 
the,. Research and Engineering Department :-gent more money 
to improve the machine‘s performance. At the time of our 
fieldwork, performance of the machine was approaching, 
but had not yet met@ its contract specifications. 

The AOCR was operated about 20 hours a day at the time 
of our review and performed satisfactorily when processing 
a specialized mail stream. The primary type of msil prot- 
cssed on the AOCR is first-class metered mail. The ma- 
chine is required to read only imprinted addresses and can 
process over 60,000 letters an hour. Its output is equiva- 
lent to that of two letter sorting machines. 

The AOCR is used about 16 hours a day for outgoing 
mail and 4 hours a day for incoming mail. When operating 
on incoming mail, it is necessary to use electronic en- 
richers to segregate electronically readable mail from that 
which is handwritten or otherwise illegible. Although the 
enrichers enable the AOCR to operate more effic':.entlyp the 
cost of the enrichers and their support personnel increased 
the costs of sorting this type of mail. 

An unusual aspect of AOCR operations is the amount of 
time it is operated each day. As in other cities, New 
York's mail volume occurs in peaks of several hours dura- 
tion. A General Post Jffice official said about 75 percent 
of the workload was received or dispatched in ZI 7 to 8 hour 
period. In spite of this peaking, high utilization--about 
20 hours daily-- is achieved on the AOCR. This utili tation 
differs markedly from that of other letter sorting equipment 
at the General Post Office. We observed the AOCR in ope-a- 
tion at times when only 1 or 2 of the 13 MPISMs were in use. 

LjSee glossary. 
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\Jhen there is a choice between using MPLSMs or the AOCR, 
mail is direct&d t, the latter. A Service document stated 
that the AOCR and lAPLSM were fighting for the same limlte? 
hnount of mail Zuring certain hours of the day. Although 
tht Seneral Post Office has considerable mail volume, lnuch 
of it is handwritten or otherwise illegible to the AOCR. 
The major source of mail, outside the General Post Office, 
which is suitable for the AOCR appears to be Church Street 
Station. Much of this mail comes from large business firms 
and is delivered in excellent condition in trays. 

We found that mail which used to be processed by Church 
Street Station on OCR I units was being sent to General Post 
Office for processing on the AOCR. This routing of mail 
to the AOCR has resulted in a declining use of the Church 
Street equipment and permitted increased use of the AOCR 
at the General Post Office. 

ALTERNATIVES 

The principal ?ternative to the AOCR is the MPLSM. 
Service documents and our *review indicated that the volume 
of outgoing mail processed on two MPLSMs was about the same 
as on one AOCR. Both types of machines can sort incoming 
mail. Available information indicates that the error rate 
of AOCR equipment is lower than that of the MPLSM. Howev,*r, 
because of the limited and conflicting performance data, an 
overall performance comparison cannot be made. 

If the performance of two MPLSMs is about equivalent 
to that of an AOCR, then the costs associated with acquir- 
ing, maintaining, and operating the e:Juipment would be the 
controllikg factor in determining which machine is the best 
investment. An AOCR enjcys a substantial advantage over 
MPLSMs in the area of operating personnel--approximately 
18 employees compared with about 34 employees used. to oper- 
ate 2 MPLSMs. However, the high acquisition and maintenance 
cost associated with an AOCR appear? to offset the person- 
nel advantage. 

At $6.3 million AXR would cost a3out $6 million more 
'than two MPLSMs costing about $150,000 each. Based on a 
10-year life this would represent an annual cost difference 
of $600,000. Yaintenance costs for the AOCR would be about 
$1 t,illion more annually than for the M;'LSMs. Thus, the 
annual cost advantage of the MPLSMs is i.bout $1.6 million, 
before considering operating Fersonnel tosts. At currefit 
wage levels, and assuming a two-shift operation, the AOCR's 
personnel cost advantage would be about $455,000 annually-- 
not enough to offset its ckher comparatively high costs. 
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AGiYrY COMMENT a 

The concept that led to develcping the 2XR was tased 
on capitalizing on the technologies of large scale inte . 
grated ?ompi*ters. Service anaiyses, however, determined 
that this tpproach is not the most economical. ThL?!.s, there 
are no plar,.-s for deploying the AOCR. (See app. II.) 
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CH4PTER 5 

. 

CONCLUSICINS, RECOMMENDATIONS, AND AGENCY ACTTONS 

Mechanization advancements ..ust be m&e for the Service 
to deliver letters promptly and at reasorlable cost. The 
Service is trying to achieve this objective. _ 

Attempts to improve mec%nization through development 
of the air culler, AFC, and AOCR have not been successful. 
The equipment developed to date does not appear to offer 
substantial i!?provements eve: existing equipment in terms 
of cost or pr :ressing ability. Work under existing con- 
tr,acts is co:lti nuing; however, the Service said it had no 
current pla1l.s to procure additional quantities of this 
equipment. 

We noted some procurement and operational practices 
which should be improved, 

. 
OVERLAPPING CONTRACTING 

The Service had no formal policy regarding overlapping 
contracting-- proceeding to the next development phase before 
completing the current development phase--or for parallel 
contracting-- simultaneously awarding contrccts to two or 
more firms for developing an item to perform an identical 
function. 

The Service used overlapping contracting in the case 
of the air culler and AFC. Overlapping cit-~~ parallel con- 
tracting, although justified I:nder certain circumstances, 
generally result in increasa3 procurement costs. The 
Service should establish a policy setting forth the cir- 
cumstances under which these practices can be used. 

PERFORMANCB TESTING AND 
COST-EENL?IT ANALYSIS 

Performance testing and evaluation of equipment being 
developed were largely controlled by project manageRent. 
The precise procedures for testing were est&lished after 
contract award.- The contractor and Service engineers 
technically responsible for the various projects were also 
responsible for their evaluation. This dual role of deter- 
mining the success or failure of their own efforts could 
result in loss of objectivity and continued development 
of an item when mounting evidence indicates that ,.:uccess 
is unlikely. 
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. If top Service management is to be adequately informed 
of progress and problems encountered in meetiilg performalIce 
requ! rements, test and evaluation activities should be con- 
trolied by persons or units independent of project manage- 
ment. 

Cost-benefit analyses should be per iodicall:: performed 
“0 provide top management with a continuing overvieir of tech- 
hical progress, evaluated in terms of costs to be inr,urred 
and beneLits to be realized, if the development work continues 
and the items are deployed in the pstal syztem. Such anal- 
yses did not tske place in the contracts we examined. . 

In the cos:-benefit analyses that were conducted by the 
Service, there was a reliance on “estimates of savings” bassd 
upon the anticipated performance of the machine. Updated 
analyses should be made on the basis of actual performance 
data. 

RECOMMENDATIONS TO THE 
POSTMASTER GENERA;- . 

We rficommend that the Service require that overlapping 
contracting and parallel contracting be just if ied before 
being implemented. 

We also recommend that (1) L~ert?rmance testing of de- 
velopmental equipment hr placed urlder t:rs L..>ntrol of a group 
other than project ranagemont ani (2) u’?dat.f!d cost-benefit 
analyses be made abring developme nr- using actual performance 
experience to reassess desirability. of cant rnued effort. 

AGENCY ACTIONS 

The Service has advised us that it has been: 

--requiring more care’ful, formal just if icttion reg?.rd- 
ing procurement actions, particularly where over- 
lapping or parallel contracting is ir\volved; 

--separating the development function f,‘om test and 
evaluation; and 

--making cost-benefit analyses, corducterl at the coz- 
elusion of the testing phase, the basil. for recom,* 
mending deployment. 
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AP!TEi;DlX I APPENDIX I 

NItXTY-THIRD CONGRESS 

. 

. 

COMMllTEE ON POST OWICE AND CIVIL SERVICE 

207CANNrJN HOUSEOFPICC i3UlLDlNG 

i%kssfn~~rr, P.&. ; 0515 

B-114874 April 2F, 1974 

Honorable Elmer B. Staats 
United States General 

,?.ccounting Office 
441 C Street, N. W. 
Washington, P. C. -205~',- 

Dear Mr. Staats: 

As you know, our Committee is interested in 
how ~511 the Postal Service is managing and 
contracting for mechanizatkcn. As a result of 
recent newspaper articles criticizing Postal 
Service mechanization, we are i;ltcrestcd in 
having your office :3evicw specific pieces of 
equipment, liame3.y tile air culler? advanced 
facer- canceller and advanced optical character 
reader, being developed or deployed 0.1 the 
Service. 

I Our interests ?;.cludc, but are not limited 
to, equipment acquislr'.on ccst, performance 
characteristics, manpower savings and cost 
reduction, if any, investment altcrnal'ives and 
the general effectiveness of Postal Service's 
transactions related to t.lese project!;. 

A Lseport, as soon as possible. wil3 be 
appreciated. 

Since.-ely yours, 

Y Thnddtus J. Du;ski 
CIHh I RMAN 
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APPENDIX II ilFPENDIX II 

THE POSTMASTER GENERAL 
Washmgton. DC 20260 

.TLI!y 9, 1975 

Mr. Victor Lowe 
Directc P General Government Division 
U. S. General Accounci;lg Cffice 
Washington, D. C. 205t8 . 

*Dear Mr. Lowe: 

Thank you ;:c r the opportunity to comment on the draft report 
entitled “Review rjf Selected Mail Processing Equipment. ” 

Most of th- TY~~?G and decisions discussed in the report 
took place duri.Ig the period 1968-73 when the Postal Service 
x:-as ;;~ing to accelerate the development of a number of 
potentially promisi.ig mail processing equipment concepts. 
Parallel and overlapping contracts were at times used as 
part of this acceleration effort, even though it was recognized 
that zuch measures do entail some risks and added expense. 

Three speciric items of equipment development are discussed 
in the rer,ort and I will comment on each in turn. 

1. The Air Culler was not a successful development 
product as a stand-alone machine. Our tests and 
evas.vTticns in 1973 indicated that its performance 
was unfavorable fror.2 the standpoint of measurable 
economic beliefits. P..?grettz bly, severai machines 
wea _ purchased before +es’? were completed so, 
rather than abandoning’ a 1 investment, we subsequently 
deployed them to cfficcs l:.%ving unique circumstances 
permitting their beneficial use. In addition, since the 
air culler did prove to be an effective mail pacing device, 
we are currently testing it along with other alternatives 
in the development of a new automated mail prep system. 
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2. The Advanced. 9ptical Character Reader is presently 
operating in New i ork, sorting one million pieces of 
mail daily over a period of approximately 20 hours a 
day, 6 days a week. Tramiilg of postal n- ,Llnicnance 
employees who will assume complete AO’SR maintenance 
responsibility by January i9?6 is now underway. The 
concept that led to the d?velapment of the AOCR was 
based on capitalizing on the technologies of l;*ge scale 
integrated computers. Our analyses, however, determinec 
that this approach is not the mcst beneficial from a r-burn 
on investment standpoint. Thus, we have no plans for 
deployment of this system. Nevertheless, recognizing th-t 
the development cost has been largely expended, we intend 
to continue to use the system in New York where it is 
operating satisfactorily and will contr’bute to the operations 
there. An. alternative OCR design now in use in c-r Boston 
installation does appear at this point to be economic?.lly and 
operationally beneficial. We expect to make a decision in 
respect 0 ;ny future application of this equipment early 
this fall. 

3. The K-36 Facer Canceler encountered numerous 
development problems leading io a suspension of the program 
a little more than a year ago. i~1 an extensive review of the 
project it was concluded that thg> M-36 could be a “viable 
machine with certain tmproxremcnts and a target for completed 
development by November, 1975 was established. We have 
just completed side-by- si de field tests of the first xa.>del 
of the redesigned M-36 equipment p.nd arl existing Mark II 
facer-canceler in Miami. Our px eliminary data indicates 
an average throughput substantially greater than the Mark IJ 
as well as significant reduction in mail damage. Additionally. 
thn M- 36 has the capab;?ity of st parating :: special class of 
mail from the mail stream provixiing an operational benefit 
not available with the Mark II. A decision on production of 
these machines will be made wif?.ln the next few mtinth.ti. 
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t 

Although mfstakes were made in the course of our 1968-73 
acceleration effort, we have also learned from our experience 
and have taken action to improve developmental work for the 
future, including the specific actions which the report recommends: 

11 W: are requiring more carefu’ ~ formal justification 
regarding procuzrllent actions, particularly w’lere 
overlapping or parallel contracting is involved. 

2. In September i973 we separated organization&17 ’ 
the function of ‘.esting and evaluating new equijbment from 
the function o! developing it, and periodic cdst-honefit 
analyr.es arc being made during development, Itsing actual 
performarc{. c <perience to reassess +he des;rd.bility of 
~on?;L~led iriort. In addition. at the conclusion of t-b? 
testing phase, cost- benefit z a!)rais as the basis for 
recommendation for deployment is also veriiied by a 
special Review a,.d Analysis Division in our Finance 
Deps.rtment. 

In eifec ting impro-rements in our procedures governing deveLopmenta 
work; we have her-efitted from our disrusszons with you- staff and 
arc grat l h;l for the suggestions receiqved irom them. 

Sine. erely, 
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