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RESTRICTED — Mot %o bz reloased cutside the Qenerad
Accounting Office oxcopt on the basie of specific spprovat
by the Q#fico of Congrecatenal ™ -tabions

The Honcrable Willisr L. Arnstrong
Heuse of Representatives

Dear Mr. Armstrong:

Prrouant to vour Mev 18, 1876 recuest, we exemined the
transfer c¢f Coloracdeo Svrinosg' rail markve functions 1/ to

Pueblec. Srecificcllv, vev asked vs to (1) verify the
Poctal Service's savinae ecstiretes, (2) agscecc the 2ffect of
the trensfer on reil 'eTlverv rerforwence, ané {(3) d2ternine
whether the Cclorade Svrinags Pecst Cifice is under vrilized,

The Colorz2do Srrinos' mail markur function was trens-
ferreé to the Pusblo Poct Office =2t ebout the sgare time
Pueblo was consoclidetine its merkup function. Conselidating
both Puebleo's and Celcrede Springs' meil merkuo functicns
wae designed to recuce the cost of wail merkuv for toth
cities without advercelv affectirg scervice. 2ag of
Jvly, 19746~--five rnont! fter the consclidetion--mail
mackun costs had not D reduced. Altheounab scome cnet

i in the future, the conzolideticn

sevings might be reeli
pronaonly will not ach_b the rzvings originallv ectimated,
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For ceveral monthe foilowing the consolidation, deli-
verv of markup meil svifered areatly. 1!ail forwarded throuvagh
the Pueblo markur unit wee delivered in Colorado Sctrings as
much as 10 days late. Inexverienced clerke, lack cf access to
Celorado Swnrirngs lettar carriers oy Pueblo rarkuvp clerke, and
machire melfuncrionrs ceused mos' of the lete Geliveriec,

1/ail markup ig the procesc of redirectinge & piece of un-
delivereble-as-addrecssed m2il by adding o forwerdina address
of rostal patrons who have moved or by indicatino some
other disposition; such as returnirg the rail to its scnder.
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Service officials in Colcrado Serings and Pueblo have taken

a number of actions which have considerablv reduced the lenath
of delayes, but a decision to use existing transporteation
schedules and a shorter workweek for markXup clerks has precluded
achieving fcrmer levels of service.

According to Colorado Svrings® officials sufficient space
was available for a2 consclidated markup overation in Colorade
Springs had Service officials decided to consolidate the markuo
functions there. However, some alterations would have besen ie-

aquired before this space could be used. NKone were recuvired in
Pueblo.

NATIONWIDE MOVE TOWARD
CLLERICAL MAIL MARKUP

Historically, the mail markup function was performed
by letter carriers who wrote the new addresses on forwardable
mail, A 1971 Service study concluded that & centralized unit
of clerks using stenciled labels could cerform markup faster,
more lecibly, and with better control than the handwritten
carrier method.

Pstimating that it coculd save sbout $53 millicn ennually,
the Service began a nationwide proaram in Februarvy 1973 to
transfer the mail markup function from letter carriers tc
central markup clerks at all delivery stations having five or
more city deliverv routes, In January 1976, this vrogram was
expanded to hove centrslized markup at all city delivery
stations. The proaram also provided for consolidatinag
the mail markup units of several delivery staticns st one
location,

Consolidated markuo units have the advantaqe of further
massing markuo mail which Service cfficials believe results in
hicher productivity because markup clerks are only resnonsible
for forwarding mail and are nct interrupt2d to verform other
dutiecs ez are clerke in central rerkup urits. One disadvantaae,
hovwever, is that the letter carrier is not readily accessible
to resolve problems. To illustrate, if & carrier inacvertently
sends a correctly addressed piece of mail to a consolidated unit,
the markup clerk will not heve & ferwarding address on record
and will return the ofece of mwail to its sender. Under the
central markup syctem, however, the unit is located at the
delivery station and the carrier is more readily available to
help resolve this problem.

3



gt

B-114874

CONSQLIDATICY" OF MATL MARKUP
FOR_COLCRABD SPRINGS ZLID PUEBLO

The Colorado Springs Fost Office provides deliverv service
through seven delivery stations. Several vears aco, Colorado
Springs began ccnverting its delivery statione to the central
markup system ané was one cf the first in the Westerp Regicn
to do sc. By 1974 all Colorado Snrings deliverv stations were
converted to the centrsl merkvo system. Markup at all the
delivery stations of the Pueblo Post Office was transferred
from letter carriers to central markup units in March 1974.

The Colorado Springs Distvrict Cffice manager 1/ told us
that in Jenuary 1%76, he and another Digtrict official visited
the concolideted markun unit in E1 Paso, Texas to determine if
its overation might suagest any methods which could improve the
efficiency of the markup overations in his District. He said
that Fl Peso's unit served a similar nurber of delivery cstations
and an area slightly smaller than that of (olcrado Springs ond
Pueblo combined. 'The officials found El1 Pesc's consolidated
mail markup method more productive than thot of Colorado Springs
and Pueblo primerily because markup clerks in El Paso were only
responsible for merking up mail and were nct interrupted to
perform other duties.

In late Januvary 1976, the Colorado Spr.nys District office
manager made the decision to concolidate the mail markue function
of Colorado Sprinas end Pueblo in Pueblo. He estimated that es
a result of consclidation $226,107 wovld be saved the first veear
and §$194,805 in each subseauent year. He estimated the
savings for the first year ass follows.

Increased productivity cavings $194,805
Ccsts avoided by not relocatinc excess

Pueblo employecs 21,000
Costs avoided by not placing ano traininag

employecs previously needed in Colorado 6,102

Springs

Costs avoided by not renting spece in
Colorade Springs

1/ The Colorado Sprinas District Office had administered
the Colorado Scrings and Pueblo Pozt Offices until the

District Office bucame part ¢f the Coloredo Nistric. Cffice
1n June 19/6.
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Estimated savings have
not been achieveu

Increasing vrodvctivity is the key te the cost savinos
estirate. This increacse was baced on the rremise that fewer
combined workhours would be needed to markuvp the mail of
both Colorado Springs and Pueblo. Dicstrict officials said
that fewer hours would be nez2ded since clerks would work cn
markup full-tire rether thaon verforming other duties as well.

Although acteal ovroductivity levels before and after
the consolidation cannot ke compmared bacause adecuate volure
and workhour data is not available, we believe that productivity
generally has not improved sbove pre-consolidation levels.

As a measure of the Service's success in reducina costs,
we compared the number of hours recuvired to merkup mail in hoth
citiec berfore and after the consolidation. Recouse the combined
markup mail volure for both cities has remazined abouvt the cere,
an actual reduction in merkup hours would te neressary to in-
crease productivity and recduce costs. At the tiwme of our field
work, however, merkup hours had not been redu::d brlow pre-
conseolidation levels,

As illustreted in the ottachment, for the cix-rconth poriod
after consolideticn--endino in mid September 1976--rarkun
employeses worked &n average of 1162 bours cer weck, including
many hours wnich are comzensaeted at the hiaher overtime and
nighttime differential rates. For the same serinrd in 1875
when the maerkuvp function was not consclideted, markup ernloveer
worked an average of 950 hours ver week and for the six-month
period just pricr to consolidation markun ewmployees worked an
average of 1115 hours per week.

i

e estirste thet markuo hours would have to be reduced
to an averace of 836 hours par week to achieve the former
District monager's savings rvro.ections. The hours worked cn
markup since censolidetion in Pueblo have fallen from a hiah of
1400 hours ver week in late arch 1976 to 1054 hours ver week in
Septerber 1976. In lioht of a headouarters official's state-
ment that most consolidated rerkup unite are orerating effi-
ciently within several months of oneraticn, ve Find it doubrful
that the anticipated level of savinas will ever be achieved.

Pueblo postz]l officials are hopefui thet with continvcd
preductivity increeses, Pueblo mail markue hours can be
rcduced to about 200 hours ver week. &t this level, alona
with the 80 hours rer wee. £till uzed in Colorcdo Sprinags
for incidental rearkur activities, we estirate the Cecurring
sevings ottributable te the consolidetion would smount to
about $75,000 anmnuallv.
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The District mansger's second item of savings--$21,000
avoided by not relocating ercess Puerblo emplevees--wil)
probably not be reslized. The estimete was vremised on the
fact that because Pueblo hos an cexcesc ¢f ermplovees, the con-
solidation of the markur function in Puehlo would elirinate the
necessity to relocate the excerss errioyvees., The District meneger
recently told us, however, that Pueblo is obligated to mav re-
location expenses of excesc employecs beczuce the ervlevees dig
not become markup clerks. :

‘"he District manager's third itemn of sevings--$6,102
avoided by not placinag and treining emplovees needed in
Coloredce Springs--will nrobably not be reolized either. The
estimaite was premised on the need for mailherdlers in Ccloreado
Springs which could be filled by clerks who would be released
from the markup function once the function wes treancsferred to
Pueblo. Ideally these clerke chould not reouvire as much troinina
as newly hired persons. A Coloracdo Scrings postel officiel said
that meny former merkup clerks were having trouble adjustina
to their new positions and that more training is anticivated,
In acdition, beceause former mailhandlers in Pueblo didé not
become markup clerks as anticireted, new merkur emplovees were
hired requiring up to 40 hours of training.

The District manacger's fourth item of =avings-—--$4,20n
attributed to spvace--1s questionable heceuse it corrares the
cost of a consolideted markup unit in Colorado Spriras with the
cest of a similiar unit in Pueblo, rather thon cemperina costs
of the former central markup operations in each city with the
cost of a consolidated unit in Pureblo. The comparaetive ccsts
considered should have "eon the latter hecauvse the savings are
primariiy due to the change in the merkup svstem, not the cost
of a unit in either Colorado Sprinas or Pueblo,

Colorado postal officiels sa2id that a formal cost study
was planned to becin 60 daove eftcer irrlerentation to determine
whether the consolidation of mail markun wes worthwhile and
should he continued. The cofficials told us thet this studv wes
not performed, hcwever, becausze they felt the system haed not
had a chance to operate smoothly becazuse ¢f problemz in gettina
treined and experienced markur staff. At the time of cur field
work, in July 1976, & form2l cost study still had not been
conducted,

When Colorado Sprinas Sectional Ceniver officials were
informed of the District's decision to consolidate meail
markup in Puchlo, they recuested that 2 pre-jimplerentetion
study be made. The former Coloradc Eprinas District manoger

o

e



B-114874

told us that he denied this recuest because he wanted the

consolidated unit to be fully ovsrational before rendina
budget cuts were mnade.

Colorado Svrinags Sectional Center officiels said that
because this studv wos not conducted, the availability cof
space to accommodete consolidated mail markuo in Colorado
Svrings wes never fully evaluveled. Colorado Sprinas H»{ficiels
later informally eveluated available space. They concluded
that while space was available in the city st the tiwe the .
decision was made, it would have recuired alterat.ons ccsting
an estimated $63,000.

Delays in forwearding majl

The Postal Service's policy on forwarding mail states that:

*All preferential undeliverable as addressed mail muse

be processed and forwarded on a daily besis. Other classes
of markup mail are also to b: processed daily with exception
made where an unusval situetion necessitates holding mail
over until the next service day for processina,"

Service officials disaaree about the timefreme for forwardinc
mail, Headauerters officials told vs that mail should normallv
be forwarded on the d=v it 1is received in the markun unit. ‘“he
former Colcrado Sprincs District mareqer told us that if maal
is forwarded in two or three days, the Servine is cdoina a3 good
job.

He also told us that markup meil should receive less
expeditious handling then correctly eddressed first-class
mail because the current postage ratec are desianed to
compensate the Service for orly the first attempted delivery,
and because customers receivina ferverded mzil have not
cooperated fully with the Service bv adecrately notifying
persons <f their change of address,

Gre field officials' view of merkur mail hes rrevaileg
in the Colorado Springs District ares. Ms e result, in eddi-
tion to having normal startup problems, ma:l forwardina has
been delayel because officizls have not cormitted themselves
to forwarding meil to overright arces in 1 day and because
there is no mail merkup being performed on Saturdavs.

Startup problems

Pueblo officials told us that during the ecrly wecks of
consolidation, delays in forwarding msil were cormmon and cited

e
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nunmerous problems whicn initielly affected secrvice to custorers,
including:  high turnover of marhup emplcveces; inexverienced
employees needing training; ecuippent bres:downs; vocr cooncra-
tion from, and the insbility to resolve vroblens with Coloradlo
Sprinas' letter carriers; voor ccordinaticon with {olorado
Springs wanogement; end coincidental corrier route acéjustrents.
Colorado Sgrinas officials told vz that scon after comsolidation,
forwarded first-clecss maeil wes delayed as much ac 10 dave.
Postal cusgtomer compleints have increased areatly sgince
consolidetion., Prior to implementetion, Celcorede Svrinagcs
reported an aversge of five consumer comrmlaints wer ronth
concerning neil forwordirn> In corparicon, durinz the firse
four months of consclidation in Pueblo, Colorado Svtrinas re-
ceived an average of 39 mail forwarding comrlainte mer month,
The number of comprlaints has beern decreazing since the initial
rmonths, however, and during the menth of June 1976, 21 corplaints
were received.

Transportation schedules recult in mail delavs

The decision tn conseclidate the markup functicn in Tueblp
includea a provicion {nat trensportation schedules between the
cities would not be chanaed. With mincr excections, the schedulec
have not been alt:zreéd. Thic bhas resulted in delevino come marrun
reil deily.

Under the present transpertetion schedules, markup mail
originally adcressed to Cclorcdo Sorinas cennot ke forusrded
to most cverniqght arees within Coloracdo in 1 cdav. Ry the timre
mail has been transrported to Puebio for merkr: ernd sen' heck
to Colorado Sprinas for .sorting and dictribution, trenitcortction
to overnight ereas haes been miscsed. Trancroortation schedules
do exist, however, to provide tirely forverdina of overniaht
area mail if markup were concolidated in each city or if rarkuo
for both cities is consonlidated in Coloracdo Springs.

Although Coloredo Sprinas officials covld not estimate how
much forwerdchble neil is cdelaved deily beceause of transwortetion
schedules, we believe the volure cculd be considersble becaure
about 40 percent of Colorcdo Sorinuds' chance of zddress orders
are to out of town loceticns and much of this out of town mail
falls within overniaght arces.

Service officials caid thot currentiv there is les
problem providing timely mail forverding to 2- or 3-dey
delivery areas from Colorado Springs.

]
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Saturdsv's mail ic beina delaved

Several cities in the Service'z ilestern Regien cve
implemented five-day workweeks for markuvo to reduce the costs.
Using the shorter workweck, Saturdav'c end 'ondey's mail oare
both marked vp on HMondsvs, ceneratino larser volumes cn Nordey.
Unfortunately, this results in en edditional dev's delay for
mail originally to be delivered on Saturdev.

The Service's current policy is to perform the markup
function six days a wesk. Ve have beern teld, however, thet the
Service is considering relexing this rolicy o allow & five-day
workweek. At the time of our reviev the Vester:n Region h3d not
received apprcval to reduce meil forwarding te five davs.

Until approvel has been made, the FRegion has heen instructed
not to convert any mor> merkup anite to the shorter workweek.

The manager of the former Colorado Sprinus District told
us that a five-3day workweek wea¢ implemented in the Pueblo
consolideted markup uvnit because it is lees cestlv than a gix-
dey workweek and becauss markup mail has e lower priority then
other first-class mail. The conversion to2 a five-dey week has
resulted in a direct reduvction in existing levels of cervice
and nay create a continuved hiak level of compliints concerning
mail forwarding in Colorado Efrrings.

CONCLUSIONS

We have concluded thest

~-the Service has not echicved the enticivated savinas by
consolidavring mail markue for Coloredo Springs end Pueblo,

--nmail forwerding has deteriorsted since the function
was consolidated in Pueblo beceuse a five-dev workweek
(Saturday and Monday markuo mail is rmarked vp on londay)
has created an additional one day delav for mail orinin-
ally scheduled for Saturdav deliverv &nd existina trans-
pcrtation schedules prevent sore forwvarded nmail froax
reaching overnight areaes vrometiy.

SCOPE OF REVIL™

During our review of mail mar!up in the Colorede Springs/
Pueblo area we ohscrved the Puebl. concolidated rorkuc unit in
opcration, exomined pertinenrt recorzdc eand held intorviews wit!
officials in Service headovartérs, the Coloredo Nictrict Off. e,
and in the Colorado Springs and Puchle Sectional Center Facis'-
ties,
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