Assessment of Return on Investment (ROI) from the Initiative

The stated intent of the Initiative was to help agencies reduce costs through better management of the federal postal dollar. Every agency that converted to the commercial payment process has seen savings. It is logical to infer that other agencies would achieve similar results.

With the lack of detailed information on the exact number of meters and mailing locations, the total expense to complete the conversion can only be estimated. Based on the agency interviews, there are approximately 20,000 mailing machines that will need new meters. Also, there are about 2,000 sites that will require new mailing permits. Business Reply Mail permits are not included in this estimate as they are already charged to the agencies under OMAS.

The cost for exchanging meters varies by vendor and local dealer. Some of the vendors are offering special deals to the larger agencies, while others have set a standard price at an average of $125 per machine. As noted, some agencies are using this opportunity to purchase new mailing machines. For these agencies, there will be no charge for new meters.

If all machines needed new meters, the total cost to the government would be about $2.5 million. A mailing permit costs $125 per location, bringing the expense for new permits to $300,000.

There will also be some initial soft costs as managers spend time establishing new procedures, learning new finance methods and working with vendors to create reports. This process will be easier for the smaller agencies and more challenging for larger, geographically dispersed agencies. Also, the comptrollers and finance staff will need to set up new accounts, EFT transfers, and methods to track postage expenses on debit and credit cards.

Conservatively, this Initiative will cost the federal government about $3 million, not including the efforts by GSA in developing the Initiative or approving deviation requests.

Will the Initiative generate savings to offset the $3 million?

There are very limited direct savings that will be derived from the Initiative. Because OMAS will continue to exist under this Initiative, the USPS will continue to maintain two postage accounting systems. And since some of the agencies being considered for deviation approvals have numerous offices, the USPS will still be handling a significant number of manually processed items. In fact, as a percentage of postal dollars spent, OMAS will actually be more expensive for the USPS under this Initiative.

Direct benefits to agencies will be minimal as well. With the exception of those few agencies that use external programmers, there are no direct costs associated with OMAS. And those agencies that do use contract programmers to analyze OMAS data will probably continue to use contractors to analyze all postage data.

If there are no direct savings, then why continue with the Initiative?

OMAS is a flawed system. It cannot provide real-time data, does not track actual postage spent, and does not include information on the number of pieces mailed. The USPS and the agencies must maintain two postage accounting systems to get accurate information. 

To know how much postage is actually spent, an agency would need to maintain a system that tracks postage paid by permit, postage paid by stamps, postage paid by meter, and the postage that is still on the meters (Note: Postage downloaded to a meter, but not put on envelopes remains an asset to the agency). At the end of each month, this data must be reconciled with OMAS data. If there is a discrepancy, it must be reconciled with the USPS. The actual fiscal obligation is not resolved until the next fiscal year after the final OMAS credit/debit through IPAC.

Under a commercial payment system, the funds are requested against budget, and obligated when spent. The balancing of permits and meters is the final step, not an interim one. There is no need for reconciliation with the OMAS system and the accounting is completed in the same fiscal year.

Some agencies do not even reconcile the OMAS system with actual dollars spent, but just accept the numbers presented by the USPS as accurate. In some cases, the agencies do verify that the meters included in the OMAS report are actually leased by that agency. But the agencies do not know how much money is still on the meters in those offices.

These two scenarios demonstrate the bipolar weaknesses of OMAS. Either the agency must duplicate their efforts to gain accurate data or expend no effort and have minimal accurate data. Neither hypothesis represents efficient management of federal postal dollars. 

Some have argued that agencies that have saved money under the existing system do not need the added expense of switching to a commercial payment system. The argument is equivalent to a healthy person saying that they do not need the expense of a regular physical. Why should a healthy person go to the doctor? To ensure they stay healthy.

A cholesterol screening test does not guarantee that it will detect high cholesterol levels so a doctor can recommend treatment. However, without such screening, there is no way a doctor can detect high cholesterol or provide the treatment needed to keep the patient healthy. Similarly, detailed, accurate information about mailing operations is essential to helping mail managers uncover flaws and implement the necessary changes to stay efficient.

One of the nation's largest telecommunication companies mails about 1 million pieces per day from several locations. Like some agencies, they have many types of mailings including bills, letters, flats and small parcels. The company is required by law to have certain mailings completed by set deadlines. Failure to do so could result in fines and lost revenue.

To aggressively manage their postal dollar, this company uses a combination USPS Centralized Account Processing Postage System (CAPS) and commercial payment software. These systems allow the company to track postage by line of business, and even by individual customer. This type of detailed accounting is not possible under OMAS.

This company presorts almost all of its mail and closely monitors piece design and classes of mail. Their management has been publicly recognized for their efficiency by trade groups and the USPS. However, by regularly scrutinizing their mailing costs, they can continue to work to reduce costs. Lines of business can monitor true profitability, and then adjust mailings as needed.

The federal government has been able to improve operations by adopting best practices from the private sector. The top corporate mail operations utilize commercial payment systems to manage the postage dollar spent. Highly detailed, accurate records and chargebacks to individual lines of business are the hallmark of a best-in-class mail operation. Through the adoption of this Initiative, the federal government will be able to further improve the efficiency of agency mail operations and assist in better management of the federal postal dollar.

