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The U.S. Postal Service’s (USPS) 
financial condition has worsened 
this year, with the recession and 
changing mail use causing declines 
in mail volume and revenues 
despite postal rate increases. GAO 
testified in May to this 
subcommittee that USPS expects 
these declines to lead to a record 
net loss and an unprecedented cash 
shortfall even if ambitious cost 
cutting is achieved. GAO reported 
that maintaining USPS’s financial 
viability as the provider of 
affordable, high-quality universal 
postal service will require actions 
in a number of areas, such as (1) 
rightsizing its retail and mail 
processing networks by 
consolidating operations and 
closing unnecessary facilities and 
(2) reducing the cost and size of its 
workforce, which generates about 
80 percent of its costs.  Today GAO 
is releasing its report on USPS 
efforts to improve the efficiency of 
delivery.  Delivery accounts for 
nearly half of USPS salary and 
benefit costs. 
   
This testimony (1) updates USPS’s 
financial condition and outlook and 
explains GAO’s decision to place 
USPS’s financial condition on the 
High-Risk List and (2) discusses the 
need for USPS to restructure its 
mail processing, retail, and delivery 
networks and its efforts to improve 
their efficiency.  It is based on 
GAO’s past and ongoing work and 
updated USPS information.   

USPS’s financial condition and outlook continue to deteriorate with a 
worsening outlook for mail volume and revenue.  USPS now projects mail 
volume to decline by about 28 billion pieces to about 175 billion pieces in 
fiscal year 2009, a decline of 13.7 percent.  As a result, USPS projects 
• a net loss of about $7 billion even with record savings of about $6 billion;  
• an increase in outstanding debt by the annual $3 billion limit; and,  
• despite this borrowing, an unprecedented $1 billion cash shortfall.  
Thus, USPS recently reported to Congress that, due to the need to maintain 
sufficient cash to cover costs, it will not fully make its mandated payment of 
$5.4 billion for future retiree health benefits due by September 30, 2009, even 
if it receives $2 billion in relief under pending House legislation. 
 
GAO added USPS’s financial condition to the High-Risk List this week. GAO 
reported USPS urgently needs to restructure to address its current and long-
term financial viability.  Accordingly, GAO calls for USPS to develop and 
implement a broad restructuring plan—with input from the Postal Regulatory 
Commission and other stakeholders, and approval by Congress and the 
administration—that includes key milestones and time frames for actions, 
addresses key issues, and identifies what steps Congress and other 
stakeholders may need to take. 
 
USPS needs to optimize its retail, mail processing, and delivery networks to 
eliminate growing excess capacity and maintenance backlogs, reduce costs, 
and improve efficiency. USPS has a window of opportunity to reduce the cost 
and size of its workforce through attrition and the large number of upcoming 
retirements to minimize the need for layoffs. Although USPS has begun efforts 
to realign and consolidate some mail processing, retail, and delivery 
operations, much more is urgently needed. GAO recognizes that USPS would 
face formidable resistance to restructuring with many facility closures and 
consolidations because of concerns that these actions would affect service, 
employees, and communities. USPS management will need to provide 
leadership and work with stakeholders to overcome resistance for its actions 
to be successfully implemented. USPS must use an open, transparent, fair, and 
consistent process; engage with its unions, management associations, the 
mailing industry, and political leaders; and demonstrate results. In turn, these 
stakeholders and Congress need to recognize that major restructuring is 
urgently needed for USPS to be financially viable.     
 
To its credit, USPS recently began a national initiative to consolidate some of 
its 3,200 postal retail stations and branches in urban and suburban areas. 
USPS has begun efforts to consolidate some mail processing operations but 
has closed only 1 of 400 major mail processing facilities. USPS is realigning 
city carrier routes to remove excess capacity and improve efficiency, which is 
expected to save nearly $1 billion annually; has begun to install automated 
equipment to reduce costly manual sorting of flat-sized mail; and is studying 
how it could shift to 5-day delivery and the potential savings.  
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http://www.gao.gov/products/GAO-09-790T
mailto:herrp@gao.gov
http://www.gao.gov/cgi-bin/getrpt?GAO-09-790T


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements true
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


