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SUBJECT: Management Advisory Report — Best Practices for Post-Implementation
Reviews of Airport Mail Center Initiatives (Report Number EN-MA-08-002)

This report presents the results of our review of the Best Practices for Post-
Implementation Reviews of Airport Mail Center (AMC) Initiatives (Project Number
08XO005ENO000). The report responds to a request from the Vice President, Network
Operations. Our objective was to identify best practices associated with post-
implementation reviews (PIR) for outsourcing and consolidation initiatives. This review
addresses both strategic and operational risks. Click here to see the attached
PowerPoint presentation for additional information about this review.

Conclusion

Our review identified best practices in the use of PIRs at other government
organizations. These best practices help to determine whether outsourcing initiatives
achieve intended results, and could be of assistance to the U.S. Postal Service.

Best Practices Associated with Post-Implementation Reviews

Postal Service management requested assistance in developing a PIR process for the
AMC outsourcing initiatives. Management’s request was in response to a previous U.S.
Postal Service Office of Inspector General (OIG) audit recommendation.*

This management advisory report identifies best practices associated with PIRs from
other federal agencies. In addition, the OIG identified the essential elements for
conducting PIRs of outsourcing and consolidation initiatives. The PIR process should
assist management in identifying savings achieved by these initiatives. Results from
the PIR process should provide management with data for complying with requirements
in the Postal Accountability and Enhancement Act to report the savings and costs from
realignment or consolidation initiatives. See Table 1 for a suggested PIR framework.

! st. Louis Airport Center Outsourcing (Report Number EN-AR-08-002, dated February 29, 2008).
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TABLE 1. PIR FRAMEWORK

Use an independent team

Use data for last four quarters prior to start of initiative as a baseline

Conduct review 12 months after initiative has been fully implemented

Background information

Customer satisfaction

Customer and service impacts

Equipment relocation and maintenance, if any

All costs associated with the initiative, including: contract, contract administration, additional
transportation requirements, staffing, workhour costs, added costs to facilities affected by the initiative

All savings associated with initiative, including: reduction in staffing and workhours, reduction in indirect
costs, reduction in transportation costs

Identify other cost savings programs which could affect results, but were not associated with the
initiative

Any unanticipated costs/savings from the initiative

Efficiency gains/losses at all facilities affected by the initiative

Comparison of estimated costs/savings to actual costs/savings

Determine why there were any differences in costs/savings

Include summary narratives that address the issues

Compare the approved plan with the implemented project

Obtain signatures of appropriate levels of management to ensure awareness of successes and
deficiencies resulting from the initiative

Maintain supporting documentation for at least 3 years after the PIR

We discussed our observations and conclusions with management officials on

August 13, 2008. This report is provided for information only and although a response
was not required, we provided Postal Service management the opportunity to comment
on the report. Management stated they appreciated the review and thought the
information provided would assist in the development of the AMC PIR process, but had
no specific comments.
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We appreciate the cooperation and courtesies provided by your staff. If you have any
guestions or need additional information, please contact Michael A. Magalski, Director,
Network Optimization, or me at (703) 248-2100.

E-Signed by’ Robert Batta
VERIEY authegiticity-withApp:
féa beti? - /,»%/

s

Robert J. Batta
Deputy Assistant Inspector General
for Mission Operations

Attachment

cc: Patrick R. Donahoe
William P. Galligan, Jr.
Anthony M. Pajunas
Mary T. Taylor
Katherine S. Banks
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APPENDIX A: Additional Information

« Background

— Management requested assistance in establishing a post-
implementation review (PIR) process for Airport Mail Center
(AMC) outsourcing based on our recommendation in the St.
Louis AMC Qutsourcing report.

— The Postal Service’s strategic objectives state the Postal Service
is committed to improving its operational efficiency by
consolidating mail processing operations.

— The Postal Service's 2006 Strategic Transformation Plan
includes efforts to create a flexible network to increase
productivity and effectiveness. One of these efforts was to re-
examine the role of AMCs to determine if these facilities could be
reduced and better coordinated using third-party facilities.
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APPENDIX A: Additional Information (continued)

« Background (continued)

— The Postal Accountability and Enhancement Act (Postal Act of
2006) required the Postal Service to:

+ Provide a facilities plan, including a strategy for:

— rationalizing the facilities network and

— removing excess processing capacity and space from the network.
« Submit an annual report to Congress on how its decisions have

impacted or will impact network rationalization plans. This report
must:

— Include actions taken to identify excess capacity in the processing,
transportation, and distribution networks,

— state how the Postal Service saved funds by realigning or consolidating
facilities, and

— Include overall estimated costs and cost savings.
— In June 2008, Postal Service issued their Network Plan.
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APPENDIX A: Additional Information (continued)

» Prior Audit Coverage

— OIG, St. Louis AMC Outsourcing (Report Number EN-AR-08-
002, February 29, 2008)

— OIG, Miami AMC Outsourcing (Report Number EN-AR-08-004,
July 16, 2008)

— Government Accountability Office, Data Needed fo Assess the
Effectiveness of Qutsourcing Results (GAO-08-787, July 24,
2008)
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APPENDIX A: Additional Information (continued)

OBJECTIVE

Identify best practices associated with post-implementation
reviews for outsourcing and consolidation initiatives.
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APPENDIX A: Additional Information (continued)

Scope and Methodology

To accomplish our objective, we:

— Reviewed Postal Service guidance related to outsourcing initiatives and consolidation of Postal
Service facilities.

- Reviewed other government agency guidance for conducting PIRs.
— Reviewed other entities’ guidance regarding PIRs.

— Determined risks associated with not performing a PIR.

— Performed analyses as necessary.

Limitation: This review was limited to benchmarking PIR processes and procedures.

We conducted this review from April through September 2008 in accordance with the

President's Council on Integrity and Efficiency, Quality Standards for Inspections. We
discussed our observations and conclusions with management officials on August 13,
2008, and included their comments where appropriate.
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APPENDIX B: Detailed Analysis

Best Practices Associated with PIRs

+ Postal Service management requested OIG assistance in
developing a PIR process for AMC outsourcing and consolidation.

+ Management requested this assistance because they did not have a
PIR process for AMC outsourcing initiatives.

+ OIG identified best practices associated with PIRs from other federal
agencies.

* OIG also identified the essential elements for conducting PIRs of
outsourcing and consolidation initiatives.

* Results from the PIR process should provide management with data
for complying with Postal Act of 2006 requirements to report savings
and costs from these outsourcing initiatives.

10
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APPENDIX B: Detailed Analysis (continued)

Best Practices Associated with PIRs
(Benchmarking)

*  We noted best practices in the following areas (see Appendix C):
— Uses for PIRs
— Questions answered by PIRs
— Standardization of PIRs
— Who conducts the PIR and when
— Focus of the PIR
— Methodology and steps for a PIR
— Questions to ask during the PIR process
— Inclusion of recommendations
— Baselines used by other organizations
— Common problems encountered

11
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APPENDIX B: Detailed Analysis (continued)

Best Practices Associated with PIRs
(Flowchart and Framework)

+  We constructed a four-step flowchart of the PIR process based on our
benchmarking results. (See Appendix D.)

— Planthe PIR

— Focus of the PIR

— Collect and analyze data

— Provide feedback and lessons learned

+  We created a PIR framework that provides suggestions for a Postal Service
PIR program. This framework is a combination of benchmarking and our
assessment. This is a 3-part process. (See Appendix E.)

— Plan the PIR
— Assess the AMC outsourcing initiative
— Prepare a report with findings, recommendations, and lessons learmned

12
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APPENDIX B: Detailed Analysis (continued)

Best Practices Associated with PIRs
(Potential Risks)

We determined there were several potential risks associated with
not performing PIRs for outsourcing and consolidation of Postal
Service functions. (See Appendix F.)

10

13



Best Practices for Post Implementation Reviews of Airport Mail Center Initiatives

OFFICE OF INSPECTOR GENERAL
UNITED STATES POSTAL SERVICE

APPENDIX C

EMN-MA-08-DD2

Best Practices for PIRs of Outsourcing and Consolidation Initiatives
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anyone whi could benefit from either a posithe or
negative PIR report.

Tieam Leader should not b from the sandes crganization
Irnipd ernaniting the program.

&-18 months after deploymient at an operational sibe after
Iritial problems have been worked out.

For AMPs®, the first PIR. must be completed within 30-
days after the 2nd full guarter after implementation. A
second PIR s compileted within 30 days after the firsk full
wyoar of implemssnbation

Ireestment expectations, sctual results {end-user
satisfaction, mission and program imoact, unanbid peted
bensfits}, cost and schadule deviations, revies of

s sum ptions made during the declsion making perod.
Risks and sk mitgation, cost, cuskomer and wuser
satisfaction, process Imp b and Innovation, kessons
lemiad.

Assessing the project’s effectiveness; identifying benefits
achiberved; lusatineg orkginal bausi AsEUMPHoNs;
assessing the Inpact of project rskes; ldentifyng
managemaent and user perspectiees on the project;
ewakuating lssues reguiring contiruing attention.
Effectiveness of cornsalidating mall processing ooerations,
measuremaent of acdual data before and after initiatve
Imnplemaentation, companson of proposed savngs or 0D6tS
b actual savings or costs afber implementation.

EMN-MA-08-DD2

APPENDIX C (continued)

GACYATMD-10.1.13

Tressury Inspector General
for Tan Administration

{TIGTA} report on IRS

1 Area Mail Processing is the consolidation of all eriginating and/or destinating distribution operations from one or more post 12
offices™/facilities into other automated processing facilities for the purpose of improving operational efficiency andfor sendice.

15
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APPENDIX C (continued)

EN-MA-08-002

N N
Organbation

What methedology should be ussd o
conduct a FIR?

\hiat showld be induded in a FIR?

What steps are induded in a PIR revew?

Duantitative and gualiative daka are collected, svaluated
for reliability, arnd analyzed. Trend analyses using
historical data and means-end aralyses to compare
nesulks with known cusal factors. ane conduwched.
Define review cbjectve and strucose, Conduct
background ressarch. Allocate rescurces and determine
evaluation framewsork. Collect field dakta.  Analyze and
compare data, ldentify major issues or findings.

Determine what baseline goals were established, induding
oost, scheduling, risk, and peformance measures. Collect
and anahze dat, dooumenting ary variances betsmsn
planned and achisl resuls,

Lollect data for specified perods and compare to baseline
o determine success of the inftiative. Validate the
initakive o snsure it did not deviabe from the orignal
proposal. Gensralky, the same methodology wsed for the
submission of an AMFP proposal.

Fan the FIR, including d=fining measures of
affactivenacs, developing a PIR strategy, and developing
a PIR plan. Conduct the PIR. Frepans a report and
lideniify lessons keamed.

Documnent areas that weere revievwsd with findings that
support: the PIR condusions. Provide a report to
management, incomorating lessons leamead.

mission/iproject impact to detearmine whether the:
implemeanted system achieved i intended purpose,
whether i still aligns with mission goals, and whether
schimated cost savings have been achiessd: and
ayaluabion of curment and fubure technical aspeds of the
project.

GAC-04-3945

Mew South Wales (fustralia)
- Tressury

Fadg,

GAOAIMD-10.1.13

13
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APPENDIX C (continued)

Benchmarced
R

What steps are induded in a PIR revies?
{continued)

‘What baseline |5 used for the Inftiative and
what costs are Induded in the baseline?

‘What other bassline measures can be used?

‘What common problems have besn
enoountered regarding FIRsS?

Background info of the proposalfactivity; narmative
desoribing any applicable issuess, modifications and
deviations; curent data to compane with the basedine;
and steps to validate that the achvwity was implemeanted as
approsved In the original propasal_

Historical bassline costs {actual arnual costs incummed)
should comespond to the manner in which the function
woas performmed during the last complete fiscal vear prior
bo the year of public announosment.  Costs should
incudie: actual cost of indirect labor, direct labor,
materials, supplies, fadlities, aguipment, trasel, etc., and
the organtzation’s overhead rates, as applicable.

Final yesar of full funding for dasing installations.

T inforrmation inchuded in the: orginal proposal is wsed
a5 a baseline for the PIRs,

‘Workload, number of Full-Time Eguivakents by grade
pearformming the work, hours of cvertime workesd,
performance metrics, oestomer satisfaction ratings.

May not be a cormemon standard for measuring and
recording benefits and costes.  Lack of documentagion.
Lack or inadequacy of basaline messures, Organization s
oo busy to do a PIR and it never gets done. Lack of
cooperation from the service prosider.

Savings estimates did not agres with acusl reducdions in
operating budget. Sawings from cancelled construction
projects as a resulk of BRAC were not induded. Savings
understated becagss personnel reduction estimates. &
ran-labor cost avoldances not supported by personnel
authaorzations and operating budgets.

Project objectives not dearly defined and expressed in
ouantifiable terms agresd bo by all stakehokders,

EN-MA-08-002

USPS.

BoblS report on Base
Fealignment and Closure
(BRALCY

DoDIG report on BRAC

14
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APPENDIX C (continued)

Question

‘What commaon problems have baen
encounterad regarding PIRs? {conkinued)

‘What recommendations or conclusions have
been included in PIR reports?

WWhat are key questions to ask related o
measuremants of actual ve. projectsd
performance to determing adequacy of data?

Response

Qe common trend has been that the baseline has baen
changed for each PIR.

Better estimating guidance and controls needed basad on
‘the variation lbetwesn estimated and acual savings.
Retain all relevant and historical records documeanting
adjustmeanis to operating budgets resulting from BRAC
Recondle costs of actual workload increasas at gaining
activities used o offset reduced BRAC savings estimates,
Reconcle the number and cost of parsonnel authorization
eliminations in BRAC docwmeants b budget estimaltes.

Qutputs should include: user evaluations of the projact's
effactiveness, actual costs broken down by category,
measuremants w=ed 1o calculate benelits, and a
comparison of actual W estimates. Resuls should include
bath strengths and weaknasses, Potential weaknesses
includa: inadequate quantitative maasures (Return on
Investment, benefit/cost, and risk analysis), lack of guality
data usad in the investment decision, project-level cost
and benefit data do not exist, and heavy reliance on
gualitstive, judgmental data and analysis rather than
guantitative measures,

[= the ceganization collecting projacted versus actial cost,
benefi, and risk data as part of PIR process? Have
projected benefits been quantified? If not, are gualtative
measures being used to determing impact? Has cost data
b=en verified or validated?

Banchmared
Organization

USPS

DoliG

GAOAIMD-10.1.13

GADYAIMD-10.1.13

EMN-MA-08-DD2

15
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APPENDIX C (continued)

Benchmarked Organizations / Source Documents

GAO/AIMD-10.1.13, Assessing Risk and Returns: A Guide for Evaluating Federal Agencies'IT
Investment Decision-Making, February 1997

«  GAD-04-394G, Information Technology Investment Management, A Framework for Assessing
and Improving Process Maturity, Version 1.1, March 2004

= US Department of Education, Federal Student Aid, Post Implementation Review (PIR) Process
Description, Version 2.0, 17 September 2004

Treasury Inspector General for Tax Administration (TIGTA) report, The Modernization and
Information Technology Services Organization’s Revised Post Implementation Review
Procedures Can Be Improved, Reference Number: 2007-20-001, October 26, 2007

= Federal Aviation Administration, P/R Standard Process Guidance, October 2007
General Services Administration, Post Competition Accountability
Department of Defense, Defense Acquisition University, Acquisition Community Connection
website

- New South Wales (Australia) Treasury, Total Asset Management, Post Implementation Review
Guideling, September 2004, TAMO4-11

DoDIG Audit Report, Costs and Savings for 1993 Defense Base Realignments and Closures,
(Report No. 98-130), May &, 1998
USPS, Handbook PO-408, Area Mail Processing (AMP) Guidelines, March 2008

16
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APPENDIX D

PIR Process

Step 1: Plan the PIR
- Gefmct Indepandant team (nof involesd o prsct
- Talor e FIR o 9t the spechc projsct
- Cetermine whear 1 conduct FIR

<=

Step 2: Focus of the PIR
- Project eTecliveness (oo & do whal it was suppose o o)
- Impact on the mission’project
- Cost § Savings {Including unanticpated costisaings]
- Froject Impiement=d a3 approved
- Cusiomer saisiacion

=

Step 3: Collect & Analyze Data
- Evaiuzts quantitathe anc qualiathe data
- Compare aporoved plan o e implesent=d project

- Compare achual dala bo baselne
- Conduct irend snalysis

Step 4: Feedback & Lessons Learned
- Conchssions ancior recommendaions
- Sirmnglns and weakresses
- Migsion resds fulfllled Froject goals met
- Bafanced use of cuaniaive w5 qualiabe data
- ity of daa maa 17
- Cost bene analysis

20
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Appendix E: PIR Framework

Plan the PIR

Use an independent team

Use data for last four quarters prior to start of initiative as a baseline
Conduct review 12 months after initiative has been fully implemented

18
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Appendix E: PIR Framework (continued)

Assess the Initiative

Background information

Customer satisfaction

Customer and service impacts

Equipment relocation and maintenance, if any

All costs associated with the initiative, including: contract, contract
administration, additional transportation requirments, staffing, workhour
costs, added costs o facilities affected by the initiative

All savings associated with the initiative, including: reduced workhours,
reduction in indirect costs, reduction in transportation costs, reduction
in staffing

Identify other cost savings programs which could affect results but were
not associated with the initiative

Any unanticipated costs/savings from the initiative

Efficiency gains/losses at all facilities affected by the initiative
Comparison of estimated costs/savings to actual costs/savings
Determine why there were any differences in costs/savings

22
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Appendix E: PIR Framework (continued)

Prepare the Report

Include summary narratives that address any issues

Compare the approved plan with the implemented project

Obtain signatures of appropriate levels of management to ensure
awareness of successes and deficiencies resulting from the initiative

Maintain supporting documentation for at least 3 years after the FIR

EN-MA-08-002

20
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APPENDIX F

RISK FACTORS ASSOCIATED WITH AMC OUTSOURCING INITIATIVES
WHEN PIRS ARE NOT PERFORMED

Stratedi Stakeholder High High Siakeholders may not have accurate data for
rategic Relationships g g decision-making purposes.
Operational Process Efficiency High High Cannot verify whether outsourcing/

consalidation was efficient.
Changss in service perfiormance may not be
accurately attributed to the initiative.

Operational Customer Senvice High High

21
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