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Chapter 4 

The Automated Currency Processing System 

Although the public's use of checks, 
credit cards, and electronic means of 
payment is expanding, its demand for 
currency continues to rise (table 4.1). An 
important function of the Federal Reserve 
is to satisfy this demand for currency and 
for coin. Depository institutions circulate 
their currency through the Reserve 
Banks, which in turn remove worn and 
counterfeit bills and recirculate the fit 
currency. Under the terms of the Federal 
Reserve Act, the System orders from the 
Bureau of Engraving and Printing the 
amount of currency it deems necessary to 
supplement the recirculated bills.1 Over 
the years, the Federal Reserve has looked 
to improvements in technology to meet at 
the lowest cost the public's demand for 
currency. 

History of Currency Processing 
Technology 
A simple counting machine called the 
Federal Bill Counter was one of the first 
pieces of equipment used to sort currency 
at the Reserve Banks. While hand-sorting 
bills into various pockets on this machine, 
tellers would visually inspect the quality 
of the notes and look for counterfeits. 

As the volume of notes increased, the 
Federal Reserve shifted to mechanical 
counting devices. Employees were un-

1. The Federal Reserve assumes the cost of 
producing and distributing the currency. The 
expense of producing and distributing coin, which 
the Federal Reserve receives from the Bureau of the 
Mint at face value, remains a liability of the U.S. 
Treasury. Coin accounts for a minor portion of the 
value of cash in the nation's payments system. See 
pp. 5,13-14, table 3.13 on p. 27, and pp. 48-49 for 
other information on currency and coin. 

able to inspect the notes processed by 
these machines, which performed a sim-
ple count of a stack of notes, typically 
100 at a time. As a result, the quality of 
notes in circulation fell and the detection 
of counterfeits suffered. Marginally more 
advanced machines were introduced over 
the years, but currency processing re-
mained labor-intensive, the ability to cull 
notes remained low, and the volume of 
notes in circulation continued to expand. 

In 1977 the Federal Reserve intro-
duced a technologically far more ad-
vanced generation of equipment called 
Currency Verification, Counting, and 
Sorting (CVCS) machines. CVCS ma-
chines can process up to 60 thousand 
notes per hour and are equipped with 
sensors that detect the denomination, 
quality, and authenticity of each note. 
Today, the 37 Federal Reserve Banks and 
Branches operate 116 CVCS machines. 

In the face of rising demand for cur-
rency, the Federal Reserve increased 
productivity through more intensive use 
of the CVCS machines and through 
improvements in the machines them-
selves. For example, the Banks' manag-
ers and processing staff developed more 
efficient processing teams, reduced idle 
time, and added shifts. Also, the Banks 
installed new sensors on the machines 
during 1982 and 1983 to better detect 
worn bills; use of the machines slowed 
during the installation, but by 1984, 
output per person was 13 percent above 
the level for 1981. Thanks to such efforts, 
the number of notes processed by each 
employee has grown 43 percent between 
1979 and 1988, from about 13 million to 
more than 19 million. As a result, since 
1979 the Banks have held the increase in 
the staffing level for currency processing 
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to 38 percent, while the volume of notes 
processed has increased 98 percent (chart 
4.1). 

The New Automated Currency 
Processing System 
The CVCS machines are reaching the 
limits of their efficiency and of their 
useful life. At the same time, the Banks 
expect the economy's need for processed 
currency to continue growing, to more 
than 34 billion pieces by the year 2000. In 
1982 the Federal Reserve engaged sev-
eral domestic and foreign vendors to 
begin developing a new generation of 
equipment. In November 1987 the Board 
of Governors approved the machines 
developed by Recognition Equipment, 
Inc, of Irving, Texas, and authorized $40 
million for their purchase. The first units 
will be delivered in mid-1990. 

The new equipment, called the Auto-
mated Currency Processing System 
(ACPS), is the next step in the technolog-
ical evolution of currency processing in 
the Federal Reserve System. Among the 
advantages of the new machines will be a 

Table 4.1 
Currency Processed and Paid into Circulation by the Reserve Banks, 1979-88 
Billions 

Year Notes received from circulation 
and processed (pieces)1 

Notes paid 
into circulation 2 

Year Notes received from circulation 
and processed (pieces)1 

Pieces Dollars 
(face value) 

1979 .. 8.9 10.2 109.1 
1980 .. 9.5 1 1 . 0 124.6 

1981 .. 10.3 11.8 137.5 
1982 .. 10.6 12.1 146.1 
1983 .. 11.5 13.1 161.5 
1984 .. 13.4 14.4 181.4 
1985 .. 14.6 15.4 199.7 

1986 .. 15.4 16.4 216.1 
1987 .. 16.9 17.7 233.8 
19883. 17.6 18.3 243.3 

1. Excludes new currency. 
2. Includes new currency. 
3. Estimate. 

20 percent increase in output and a 40 
percent reduction in labor costs. In 
addition, the ACPS machines will be 
more accurate, provide better security, 
and destroy unfit notes more thoroughly 
to make disposal easier. The purchase is 
thus a major step in the continuing effort 
by the Federal Reserve to minimize the 
cost of providing the public with high-
quality currency. 

1. For 1988, estimate. 
2. Billions of pieces. 
3. Average number of personel; for definition of ANP, 

see chap. 3, note 1. 

Chart 4.1 
Trends in Currency Processing1 

1979 = 100 
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