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I. EXECUTIVE SUMMARY 

Good Morning, Chairman Sessions, Ranking Member Mfume, and Members of 

the Subcommittee.  Thank you for convening this important hearing on the state of the 

United States Postal Service (Postal Service) and the critical role the Postal Regulatory 

Commission (Commission) plays in providing transparency and accountability for the 

American people.  I appreciate the opportunity to appear before you to address the 

challenges facing the Postal Service and offer the Commission’s unique perspective in 

tackling the issues that the Postal Service faces today. 

As background, I have been involved with postal issues for much of my career 

both at the Commission since 2011 and here in the House of Representatives and this 

Committee from 1995-2009.  I was appointed to the Commission three times following 

unanimous confirmations by the U.S. Senate in 2011, 2016, and 2023.  The President 

designated me Chairman of the Commission for more than 6 years, from December 

2014 until January 2021.  For 2025 and 2026, I was elected Vice Chairman of the 

agency by my fellow commissioners who join me here today.  We have had a vacancy 

in the position of Chairman since October 2025, and pursuant to law, the Vice Chairman 

acts as Chairman of the Commission in the absence of a designated Chairman. 

Almost 3 months ago, the Postmaster General of the United States testified 

before you and presented a dismal future of the Postal Service, stating that it would run 

out of cash and stop delivering mail within 12 months.  He also presented three “doors” 

from which Congress could choose a solution.  Two doors leading to continued dismal 

results and the quickened demise of the Postal Service (e.g., stopping mail delivery, 

severely reducing service, closing Post Offices, and raising prices), and one he referred 

to as the “Goldilocks Choice” which he championed would be “just right” and solve all of 

the problems – which can generally be described as give us more money. 

The “Goldilocks Choice” is not the panacea for the Postal Service’s ills.  The 

proposal includes increasing its borrowing cap and reallocating Civil Service Retirement 

System (CSRS) liabilities to support investments and universal service.  It proposes 

reforms to diversify retirement funds and challenges current actuarial assumptions to 
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reduce pension payments.  Finally, the Postal Service advocates for Federal 

Employee’s Compensation Act (FECA) reforms to apply private-sector best practices, 

projecting significant savings.  Unfortunately, none of these remedies get to the crux of 

the Postal Service’s financial situation: fixing the fundamental funding structure of the 

Postal Service while preserving appropriate service and delivery standards by defining 

the Universal Service Obligation (USO) America expects of its Postal Service. 

There are many causes for why the Postal Service is in the situation it is in 

today—my prepared remarks dive deeper into these complex situations and highlight 

how the Commission in many instances has raised concern about them over the years.  

While the Commission may agree with the Postmaster General on some of the causes 

of the current predicament, some of the Postal Service’s explanations give us pause.  

Its proposed solutions should also be viewed cautiously. 

The Commission cautions against adopting the Postmaster General’s approach 

of just granting the Postal Service the freedom to operate like a “truly independent 

entity” and ridding it of any regulatory or statutory requirements and hoping that will 

make everything better.  This approach combined with the “Goldilocks Choice” can 

generally be described as give us more money with less oversight.  The Postal Service 

is not an independent entity; it is a government entity with two statutory monopolies over 

letter delivery and mailbox access that no other private sector company or truly 

independent entity enjoys.  This is why Congress established specific (and limited) 

statutory and regulatory guardrails, and the Commission has implemented over the past 

56 years, to protect consumers and businesses from potential monopolistic abuse, such 

as predatory pricing, poor service, and unfair competition. 

The Commission also cautions against endorsing the Postmaster General’s plan 

to move full steam ahead with the Delivering for America (DFA) Plan—a plan which 

promised break-even operations by FY 2023 and a cumulative 10-year net income of 

$0.2 billion.  In fact, in year 6 of the 10-year DFA Plan, the Postal Service has incurred 

$31 billion in losses and is on a path to lose even more in the remaining 4 years of its 

implementation.  It is a plan that promised to streamline and make more efficient the 

delivery of mail and parcels and save the Postal Service $28 to $40 billion, as initially 
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estimated, yet implementation of the plan has consistently slowed mail delivery across 

the United States, specifically in rural areas, which to a greater extent rely on affordable 

and reliable mail delivery.  And the mounting financial losses continue, a situation the 

Commission warned about on several prior occasions. 

The Postmaster General also suggested raising the $15 billion in borrowing 

authority of the Postal Service, which was last adjusted in 1992.  The Postal Service 

has received significant financial relief from Congress in recent years, including $10 

billion in COVID relief, $3 billion in funding for electric vehicles and approximately $57 

billion in balance sheet relief under the Postal Service Reform Act (PSRA) of 2022, 

without all of which postal finances would be even worse.  The 2022 law also required 

Medicare enrollment for eligible postal retirees, which Congressional Budget Office 

(CBO) estimated would generate longer term cost savings of $2.5 billion over the 2021-

2031 period.  Now more money is being requested, with no structural solution in sight.  

Whether to adjust the Postal Service’s statutory borrowing authority is ultimately a policy 

judgment for Congress, however, the Commission is doubtful that “just $15 billion more” 

is going to solve the problem.  Extend the date of the ultimate crisis, yes; but prevent it, 

no.   

To that end, the Commission recently provided the Postal Service a total of 

potentially $15 billion or more in relief through FY 2030 and averted a cash crisis in the 

near term by issuing a waiver of its regulations requiring minimum retirement payments.  

The Commission’s action offers some “breathing room” and extends the time period 

before the Postal Service’s “reported insolvency” and the stated crises of stopping mail 

delivery to at least another several years provided the Postal Service makes judicious 

decisions about its expenditures starting now. 

There are several other areas where we disagree with the Postal Service on how 

it got into the position it’s in now, or how it will get out of it.  But for today, I’d like to focus 

most of my remarks on the areas where we agree.  The Commission believes that 

clearly defining the USO is the most important step Congress can take to ensure that 

the Postal Service can continue to serve the nation. 
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And that is one issue both parties agree on—and is supported by the U.S. 

Government Accountability Office (GAO)—which also testified along with the 

Postmaster General in March: Define the Universal Service Obligation for our U.S. 
Postal Service. 

In short, the USO, which dictates postal services for the nation, should be 

defined.  Defining the USO means describing what the country needs from our Postal 

Service and setting up a system to fully pay for them.  Using the Postmaster’s own 

words: “just tell us what you want us to do and how to pay for it and we’ll do it.”  It really 

is just that simple. 

Defining the USO involves answering tough questions, but in doing so it also, 

and perhaps more importantly, forms the basis for the infrastructure and financial 

arrangements needed to support a self-funded Postal Service for the next 250 years.  

Those tough questions may include:  

• How many days of delivery each week are needed in 2026? 

• What are acceptable delivery service times across the nation? 

• Does the Postal Service need to offer fewer or more products and services? 

• Should delivery service and access be the same across the nation? 

The Commission has experience setting the parameters of the USO.  In 2006, 

Congress asked the Commission to provide a comprehensive report on universal 

service and the postal monopolies.  In 2008, the Commission presented its report and 

identified seven specific attributes that make up universal service.  I think it’s important 

to name them here: (1) geographic scope; (2) range of products; (3) access to services 

and facilities; (4) delivery frequency; (5) affordable and uniform pricing; (6) service 

quality; and (7) an enforcement mechanism.  The first four of these attributes 

directly impact the costs the Postal Service incurs.  The fifth attribute 

directly impacts the revenue of the Postal Service and the sixth attribute addresses 

service performance.  By defining the USO, Congress would clarify the Postal Service’s 

public service mission by addressing the acceptable level of postal service—and how to 
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pay for it.  To date, however, other than mandating 6-day a week delivery, Congress has 

not defined the USO. 

 
Once the duties of the Postal Service under the USO are defined, the costs for 

providing them can be assigned, and a viable financial structure can be established to 

support the level of universal service required.  The Commission stands ready again to 

take on this responsibility. 

Today I’d like to explain to you what the Commission is and what it does, how we 

got here, and why the Commission believes defining the USO is the solution to our 

predicament, and also why we believe we are uniquely qualified to assist in defining the 

next 250 years for our Postal Service. 

II. POSTAL REGULATORY COMMISSION 101 

A. Who We Are 

The Commission was established as an independent federal agency charged 

with ensuring the transparency and accountability of the United States Postal Service.  

It is composed of 5 commissioners, each appointed by the President and confirmed by 

the Senate for a term of 6 years.  We’re a very small micro-agency, just over 90 

employees total including the Commissioners, consisting of a professional staff with 

expertise in law, economics, finance, statistics, and cost accounting.  Established as an 

independent federal regulatory agency, the Commission is the regulator, not the 

operator of our nation’s Postal Service.  The public interest role of a regulator in this 

case is clear: to protect captive customers and ensure fair competition.  The 

Commission determines the legality of the Postal Service’s prices and products, 
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adjudicates complaints and fair competition issues, oversees the Postal Service’s 

delivery performance consistent with statutory requirements, and holds public hearings 

on Postal Service service-related changes that have nationwide impacts.  Its mission is 

to ensure transparency and accountability of the Postal Service and foster a vital and 

efficient universal mail system. 

In 1970, President Richard M. Nixon signed into law the Postal Reorganization 

Act.  This momentous legislation would transform the Post Office Department into a 

newly independent Postal Service the following year.  

The law also simultaneously created the Postal Rate Commission as the 1970 

Act ended Congress’ role in setting stamp prices.  The Commission was created by a 

Congress that, by 1970, had grown weary of the political brawls involved in setting 

postal rates.  Later, with the passage of the Postal Accountability and Enhancement Act 

of 2006, the agency was renamed the Postal Regulatory Commission.  With its new 

name, it was provided with significantly expanded regulatory responsibilities to address 

the new law’s significant expansion and streamlining of the Postal Service’s ability as a 

government monopoly to change rates, introduce new products and compete much 

more in commercial markets, which are explained later in this testimony.  

B. Who We Regulate 

The Postal Service, formerly the United States Post Office Department, has 

existed before the establishment of our country, and the public relies on it for essential 

functions like paying bills, correspondence, staying informed, receiving medicine, 

benefit checks, and voting in elections, among others.  Article 1 Section 8 Clause 7 

granted Congress the enumerated power “To establish Post Offices and post Roads.” 

Uniquely, the Postal Service operates as an independent government agency 

and was designed to be self-funding, relying on revenue from the sale of its products 

and services to finance its operations rather than tax revenue. 

Unlike almost any other federal agency, the Postal Service operates in a 

commercial marketplace but also has a large contingent of captive customers, given the 

Postal Service’s market dominance or monopoly, over certain products and services.  
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The law provides the Postal Service with a statutory monopoly over mailboxes and the 

delivery of letters.  Significantly, these two monopolies provided the Postal Service 

upwards of $5.9 billion in benefits for FY 2024.  To that end, the public interest in 

Congress creating the Postal Regulatory Commission is high—to ensure independent 

accountability of the Postal Service’s exercise of these broad and expansive authorities 

to protect American households, businesses and taxpayers and to ensure fair 

competition. 

C. What We Do 

The Commission has several responsibilities to ensure transparency and 

accountability in our national Postal Service. 

1. These roles, summarized below, are discussed in further detail 
throughout the testimony. 

Monitoring Service Performance and Delivery Standards 

• The Commission evaluates Postal Service service performance against 

national delivery standards using detailed Postal Service data that it analyzes 

and publishes. 

• This oversight is intended to ensure timely delivery, transparency in delays, 

and accountability when the Postal Service misses statutory obligations. 

Ensuring Financial Transparency and Legal Compliance 

• The Commission reviews Postal Service financial data for compliance with 

federal law, including cost coverage, financial reporting standards, and 

operational transparency. 

Consumer Protection and Public Input 

• The Commission provides a formal complaint process, engages stakeholders 

and the Postal Service leadership regularly, and maintains public dockets to 

enhance transparency. 
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• It enables public comment on rate changes and service proposals to ensure 

the public has a voice in postal oversight. 

Market Dominant Ratemaking and Price Oversight 

• The Commission administers a ratemaking system for Market Dominant 

products to protect the public from excessive rate increases. 

• The Commission is currently reviewing the Market Dominant Ratemaking 

System to assess any changes needed to meet statutory objectives. 

• In FY 2025, the Commission increased the Postal Service pricing flexibility by 

amending regulations on incentives for Market Dominant products. 

Negotiated Service Agreements (NSAs) and Competitive Safeguards 

• NSAs are customized private agreements between the Postal Service and 

customers, often involving volume-based discounts or tailored terms for 

Competitive products. 

• The Commission reviewed 1,719 Postal Service NSAs in FY 2025 for legal 

compliance and approved them rapidly. 

• While approving NSAs, the Commission worked to ensure the Postal Service 

does not compete unfairly with private shipping competitors. 

• For Competitive products, the Commission ensures they cover their costs and 

are not subsidized by Market Dominant captive customers. 

Need for Independent Regulation Given Governmental Advantages 

• Unchecked, the Postal Service has incentives to price monopoly products 

above competitive levels, risking excessive prices and inefficiency.  

• The Postal Service enjoys additional government advantages, including tax 

exemptions, exemptions from most federal laws relating to public or Federal 

contracts, property, works, officers, employees, budgets, or funds, sovereign 

immunity, certain Federal Tort Claims Act exceptions, rulemaking authority, 

and access to lower-cost federal borrowing.  
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• Because of these advantages, an independent regulator is critical to constrain 

market distortion, abuse of power, and anticompetitive behavior. 

Examination of Postal Service Impacts on Nationwide Basis 

• The Postal Service must request a Commission Advisory Opinion for 

operational changes with a nationwide service impact, enabling a public 

hearing on proposed changes and customer impacts.  

• Advisory Opinions are nonbinding but allow Commission experts to flag 

service risks, disproportionate geographic or customer impacts, and 

questionable assumptions. 

• Since DFA’s 2021 rollout, the Commission’s Advisory Opinions have found 

slower mail, disproportionate harm to rural communities, speculative savings, 

and worsening finances and productivity. 

• The Commission warned that speculative gains likely would not outweigh 

certain widespread service downgrades, a warning the Postal Service did not 

heed.  

• Regional Transportation Optimization (RTO) implementation has progressed 

widely and disproportionately affected rural areas.  

• Across multiple DFA-related Advisory Opinions since 2021, the Commission 

consistently warned of overstated savings and detrimental service impacts. 

• The Postal Service proceeded despite warnings and publicly criticized the 

most recent Advisory Opinion, while observed results have aligned with 

Commission concerns. 

• The experience indicates the advisory process is an inadequate check on 

nationwide service changes, suggesting a need for stronger statutory 

authority.  
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Annual Compliance Determination: 

• The Commission evaluates Postal Service compliance annually with legal 

requirements on rates, fees, and service standards, issuing directives to 

improve financial and service performance. 

• Workshare Discounts: The Commission reviews the Postal Service’s 

worksharing rates to ensure pricing efficiency and alignment with regulations 

that encourage processing and transportation work to be done more 

efficiently, relying on private section partnerships. 

• Service Performance Monitoring: The Commission analyzes Postal Service 

data to ensure national delivery standards are met, promoting timely delivery, 

transparency in delays, and accountability. 

• Financial Transparency and Legal Compliance: The Commission reviews 

Postal Service financial data for compliance with federal law, focusing on cost 

coverage, reporting standards, and operational transparency. 

Determining the Cost of Universal Service and the Value of the Monopoly: 

• In our Annual Report to the President and Congress, the Commission 

estimates the costs incurred by the Postal Service for three types of public 

services or USO activities: postal services to areas of the Nation the Postal 

Service would not otherwise serve; free or reduced rates for postal services 

as required by Title 39; and other public services or activities the Postal 

Service would not otherwise provide but for legal requirements. 

• In our Annual Report issued in January 2026, the Commission estimates total 

USO costs at $6.6 billion for FY 2024.  Six-day mail delivery alone costs $3.4 

billion per year (FY 2024), up from $2.2 billion in FY 2019, reflecting rising 

labor costs and declining labor efficiency. 
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• The Postal Service retains a valuable statutory monopoly over letter mail 

and sole access to the mailbox.  The Commission estimates the annual 
value of the postal monopoly as a counterbalance to the cost of the USO.  
Both the cost of the USO and the Value of the Monopoly estimates are 
prepared using a transparent and dynamic process that incorporates input 
from the Postal Service and stakeholders. 

• As seen in the table below the unfunded USO costs fluctuate from year to 
year. 

Table 1 
Estimated USO and Monopoly Costs 

 

 
Source: Postal Regulatory Commission, Annual Report to the President and Congress FY 2024, 
February 11, 2025; Postal Regulatory Commission, Annual Report to the President and Congress FY 
2025, January 28, 2026 (FY 2025 Annual Report). 
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2. The postal monopolies and the Commission’s role in guarding 
captive customers and ensuring fair competition. 

Key elements of the Commission’s responsibilities that warrant additional 

explanation are estimating the values of the two statutory monopolies entrusted to the 

Postal Service, and how these monopolies’ value to the Postal Service are balanced 

against the cost of the USO, and how the Commission protects captive customers while 

ensuring fair competition for mail products. 

The Postal Service has two significant statutory benefits unavailable to any other 

participant in the delivery sector.  The letter monopoly is a criminal prohibition, codified 

in the Private Express Statutes, outlawing the carriage of certain categories of mail, 

specifically “letters,” by any carrier other than the Postal Service.1  The mailbox 

monopoly is the Postal Service’s exclusive right to deposit mailable matter in any 

mailbox.2  Together the monopolies confer significant financial benefits to the Postal 

Service—benefits that are balanced against the cost of the Postal Service providing 

universal service.3  The monopolies combine to restrict entry of competitors, confer a 

competitive advantage on the Postal Service, and provide the Postal Service with a 

protected revenue stream.  The Commission estimates the combined value of those 

monopolies, in FY 2024, to exceed $5.9 billion.4 

The postal monopolies ensure that there are captive customers in the postal 

network, an immense benefit to the Postal Service.  The Postal Service, by virtue of this 

captive customer base, has an incentive to price those products subject to the 

monopoly or where the Postal Service enjoys significant market power, at rates that are 

higher than they might otherwise be in a competitive marketplace.  Without a 

meaningful check on the Postal Service’s pricing authority, these prices could be 

excessive or foster great inefficiency in the postal system. 

 
1 18 U.S.C. § 1693. 
2 18 U.S.C. § 1725. 
3 See generally Postal Regulatory Commission, Report on Universal Postal Service and the 

Postal Monopoly, December 19, 2008. 
4 FY 2025 Annual Report at 40-42. 
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Until 1970, Congress itself set postal rates.  When creating the Postal Service in 

1970, and again when providing it even more authority and freedom in 2006, Congress 

did not turn over unilateral pricing authority to the Postal Service.  Instead, it devised a 

check, the Postal Regulatory Commission, to ensure the Postal Service, as a 

governmental entity that wields immense (sanctioned by law) market power, is operating 

in line with the principles articulated in Title 39 of the United States Code.  The 

Commission exists to ensure the viability of the Postal Service by guaranteeing that it 

does not abuse its immense market power, and that it operates with sufficient 

transparency and accountability.  The Commission also supports the vital universal 

service mission of the Postal Service. 

Unchecked, the Postal Service has little incentive to price products over which it 

enjoys market power in a way that reflects the needs of the postal system as a whole, or 

specifically the interests of mailing stakeholders.  Beyond the monopolies, the Postal 

Service also enjoys significant advantages as a government entity that is also 

competing in commercial markets, including exemptions from taxes (federal, state, and 

local income, property, and sales taxes), exceptions from vehicle licensing fees and 

enforcement penalties, sovereign immunity, an exception for postal matter from the 

Federal Tort Claims Act, and the ability to promulgate rules binding on entities it 

cooperates and competes with.  The Postal Service is also able to borrow directly from 

the Federal Financing Bank (though limited in its borrowing authority) and access lower 

interest rates than available to private entities. 

So long as the Postal Service enjoys these significant advantages as a 

government entity competing in commercial markets, it is critical that an independent 

regulator be available to monitor and, if necessary, constrain its ability to distort the 

market, abuse its market power, or define the terms of competition with its rulemaking 

authority. 
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III. HOW WE GOT HERE 

A. The State of the Postal Service 

The Postal Service’s financial and service performance issues did not happen in 

a vacuum.  They also did not happen overnight.  Many of the issues the Postal Service 

faces today are very similar to those it has faced for decades.  This is particularly clear 

in written testimony from Postal Rate Commission Chairman Ed Gleiman to the House 

of Representatives in 1995, more than 31 years ago.5 

Chairman Gleiman testified at that time that the Postal Service was “near the 

precipice and will soon lose substantial volume to many competitive, high-tech forms of 

communication.”  His words proved prescient as, in fact, the Postal Service has 

experienced a steady decline in volume for the last 20 years, from 213 billion pieces of 

mail at its peak in FY 2006 to just 109 billion pieces of mail in FY 2025. 

Figure 1 
Mail Volume Decline Over Last 20 Years, 

1970-2025 
 

 
Source: 1970-2025 USPS Periodic Reporting, https://prc.arkcase.com/portal/filings/129500. 

 
5 Testimony of Edward J. Gleiman, Chairman, Postal Rate Commission, Before the House 

Committee on Post Office and Civil Service, May 24, 1994 (Chairman Gleiman 2024 Testimony), 
https://www.prc.gov/sites/default/files/testimonies/Gleiman-May-24-1994_0.pdf. 
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As Chairman Gleiman wrote at the time: 

Service must be maintained, and costs must be controlled or 
all mailers will actively seek cheaper and more reliable 
alternatives to the mail. 
 
. . . 
 
In essence, what is expected of the U.S. Postal Service-- or 
any postal operation for that matter--is consistent and reliable 
service at a reasonable price.  The Postal Service’s greatest 
challenge, and the focus of its managerial resources, should 
be directed to achieving that goal, while controlling costs and 
positioning its product line to best withstand future 
competition.6 

 
Since Chairman Gleiman’s testimony more than 30 years ago, the Postal Service 

has been unable to achieve that goal, and as a result, finds itself in even greater 

financial trouble today. 

Figure 2 
Postal Service Financial Position Worsened in FY 2025 

 

 

 
6 Chairman Gleiman 2024 Testimony at 11, 19. 
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By statute, the Postal Service’s products fall into two distinct categories, Market 

Dominant and Competitive.  Market Dominant products are products and services over 

which the Postal Service maintains significant market power.  Users of these products 

are considered captive customers.  Competitive products are products in markets with 

healthy competition.  Regulation of these two categories differs significantly, with tighter 

controls over the rates the Postal Service can charge for Market Dominant products 

designed to ensure the Postal Service does not abuse its market power.  Regulation 

over Competitive products is much looser and primarily designed to ensure the Postal 

Service does not use its Market Dominant revenue and monopoly advantages unfairly in 

the competitive market. 

Also by statute, the Postal Service’s expenses are separated into two distinct 

buckets, attributable costs and institutional costs.  Attributable costs are costs that can 

be reliably assigned to a particular product. Institutional costs are costs that cannot be 

reliably assigned to a particular product.  Institutional costs are paid for through revenue 

in excess of attributable costs.  Each product’s revenue in excess of attributable costs is 

known as that product’s contribution to institutional costs. 

Because the Postal Service was designed to be a self-funding government 

service, it receives very little taxpayer funding.  As such, the Postal Service’s financial 

position depends on its ability to maintain volume, raise revenue and control expenses.  

Unfortunately, over the past 2 decades, it has struggled to do those things. 

In large part, the prolonged financial deterioration of the Postal Service has been 

driven by: 

• an irreversible collapse in high-contribution Market Dominant mail volume 

(First-Class letter mail), 

• an accelerating cost base that has grown almost twice as fast as revenue, 

• and a growing dependence on Competitive products (packages) that, while 

profitable, cannot fully offset the loss of the high-contribution Market 

Dominant mail that previously underwrote the institutional costs of the postal 

network. 
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It should be noted that the Postal Service has received significant financial relief 

from Congress in recent years, including $10 billion in COVID relief, $3 billion in funding 

for electric vehicles and approximately $57 billion in balance sheet relief under the 

PSRA of 2022, without all of which postal finances would be even worse.  The PSRA 

relief was not a cash infusion but rather eliminated the Postal Service's retiree health 

benefit (RHB) prefunding liability, a requirement it had already been unable to meet 

since FY 2012.  The law also requires Medicare enrollment for eligible postal retirees, 

generating longer term cost savings, estimated by CBO at $2.5 billion over the 2021-

2031 period.  At the same time, since FY 2014, the Postal Service has elected not to 

pay roughly $30 billion in required CSRS and Federal Employees Retirement System 

amortization payments to the U.S. Office of Personal Management (OPM) without 

consequence to date.  This has, in effect, allowed the Postal Service to unilaterally 

increase its borrowing beyond its debt limit. 

1. Volume Decline and Revenue Mix Deterioration 

Mail volume decline, and the Postal Service’s inability to cut expenses 

adequately in response, is the primary cause of the Postal Service's financial 

deterioration.  In the last 10 years, total mail volume declined from 154 billion pieces to 

109 billion pieces, a loss of 45 billion.  Twenty-one billion pieces have been lost in the 

last 5 years alone. 

This volume decline is concentrated in Market Dominant mail, which represents 

94 percent of total volume.  Total Market Dominant mail volume declined 32 percent 

from 150 to 102 billion in the span of a decade.  First-Class Mail, the mail that makes 

the highest contribution to institutional costs, fell from 62 to 42 billion pieces while 

Marketing Mail, which also has a healthy cost coverage, dropped from 81 to 57 billion 

pieces. 

Despite significant rate increases, Market Dominant revenue fell from $51 billion 

to $46 billion, a decline of $5 billion or 10 percent.  In FY 2016, Market Dominant 

products generated 73 percent of total revenue but by FY 2025 that share had fallen to 

58 percent.  Market Dominant revenue per piece rose from approximately $0.340 to 
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from operating losses of approximately $2 to $3 billion per year, elevated capital 

spending, and the mismatch between a high-cost, fixed network and declining high 

contribution volume.  Looming RHB payments will exacerbate the Postal Service’s 

liquidity crisis in coming years.  The Postal Service RHBF, from which payments to OPM 

for RHB are currently made, is expected to be depleted in FY 2031.  When the fund is 

depleted, the Postal Service will have to pay the annual premiums, estimated to be 

about $6 billion by FY 2031, from operating revenue. 

B. The Postal Service’s Self-Help Efforts Have Not Worked 

1. DFA Savings Not Realized, Debt Has Increased and Service 
Stalled 

The Postal Service’s suggestions of “self-help” and a “Goldilocks solution” are 

questionable, and history indicates will not solve the problem.  On March 23, 2021, the 

Postal Service published a 10-year strategic plan outlining potential operational and 

network changes intended to achieve financial stability and service excellence.  It called 

this plan Delivering for America (DFA).7  The Postal Service claimed that inaction would 

result in $160 billion in cumulative losses between FY 2021 and FY 2030, and projected 

that the DFA Plan would lead to break-even operations by FY 2023 and cumulative 10-

year net income of $0.2 billion.8  Figure 3 below outlines the Postal Service’s original 

expectations for this initiative.  

 
7 United States Postal Service, Delivering for America: Our Vision and Ten-Year Plan to Achieve 

Financial Sustainability and Service Excellence, March 23, 2021 (DFA Plan), 
https://about.usps.com/what/strategic-plans/delivering-for-america/assets/USPS_Delivering-For-
America.pdf. 

8 DFA Plan at 7. 
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Figure 3 
Postal Service DFA Plan Initiatives and 

Projected FY 2021–FY 2030 Financial Impacts 
 

  
Source: DFA Plan at 48.  
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Since publishing the original DFA Plan in 2021, the Postal Service has issued 

three annual progress reports that continually revised its financial outlook downward.10  

The Postal Service originally projected $0.2 billion in net income over 10 years.  One 

year later, this projection was downgraded into a projected net loss of $70 billion in the 

DFA Second-Year Progress Report published in 2022 and was further revised to $80 

billion of net loss in the DFA 2.0 Report published in 2024.11  These self-proclaimed 

“progress reports” do not paint a picture of financial health, nor do they instill confidence 

that the path chosen was the right one. 

As part of the DFA, the Postal Service also planned to improve transportation 

processes and eliminate inefficient transportation runs by scaling the Postal Vehicle 

Service (PVS) program and insourcing transportation activities on the routes that 

traditionally involved contracted.12  Table 10 shows, however, the increased costs for 

both PVS and contracted transportation between FY 2024 and FY 2025, so that all cost 

savings occurred in the first year and were partially reversed in FY 2025.  As the Postal 

Service Office of Inspector General (OIG) found, the Postal Service “did not always 

insource [contracted transportation] to provide the lowest total cost to logistics.”13 

 
10 United States Postal Service, Delivering for America: First-Year Progress Report, April 7, 2022, 

https://about.usps.com/what/strategic-plans/delivering-for-america/assets/usps-dfa-one-year-report.pdf; 
United States Postal Service, Delivering for America: Second-Year Progress Report, April 2023 (DFA 
Second-Year Progress Report), https://about.usps.com/what/strategic-plans/delivering-for-
america/assets/usps-dfa-two-year-report.pdf; United States Postal Service, Delivering for America 2.0: 
Fulfilling the Promise, September 30, 2024 (DFA 2.0 Report), https://about.usps.com/what/strategic-
plans/delivering-for-america/assets/dfa-2-0-fulfilling-the-promise-2024.pdf. 

11 DFA Second-Year Progress Report at 9; DFA 2.0 Report at 22. 
12 DFA Plan 2.0 at 12.  See also United States Postal Service, Office of Inspector General, Report 

No. 24-093-R25, Postal Vehicle Service Operations, March 27, 2025, at 3 (OIG PVO Report), 
https://www.uspsoig.gov/sites/default/files/reports/2025-04/24-093-r25.pdf. 

13 See OIG PVO Report at 4-5. 
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by 58 percent or 280,000 additional hours.  Many of you as Members of Congress have 

heard from your constituents who are alarmed about the failure of mail delivery service 

in their areas.  In FY 2025, the Commission responded to more than 6,400 questions, 

suggestions, comments, and requests for information regarding Postal Service 

activities.  The leading complaint types included delayed packages and undelivered and 

misdelivered mail.  The Commission received more than 1,300 specific comments from 

the public voicing objections to specific elements of the Postal Service's DFA Plan. 

The Postal Service insourced Surface Transfer Centers by creating Regional 

Transfer Hubs (RTHs) housed inside RPDCs.  RTHs are intended to decrease the 

number of mail separations and trips needed to move mail across the country and to 

maximize utilization.  However, as the USPS OIG found, the Postal Service did not 

establish metrics to monitor and evaluate whether RTH performance contributed to 

transportation cost savings or if the impacts to service outweighed the cost.17 

In October 2024, the Postal Service requested an Advisory Opinion from the 

Commission regarding two DFA-related initiatives: first, to create a nationwide network 

of RPDCs and LPCs that would consolidate and reduce transportation lanes between 

facilities, and, second, to implement Regional Transportation Optimization (RTO) on a 

nationwide basis to “improve the efficiency and velocity of the processing network.”18  

The Postal Service claimed that these two initiatives would allow for improvements in 

mail processing productivity and network efficiency, and it also estimated cost savings 

ranging from $3.6 to $3.7 billion (once the initiatives are fully implemented).19 

In its Docket No. N2024-1 Advisory Opinion, the Commission evaluated the 

projected cost savings estimates and found that they were not supported by sufficiently 

 
17 United States Postal Service, Office of Inspector General, Report No. 25-061-R25, Network 

Changes: Regional Transfer Hubs, September 24, 2025, 
https://www.uspsoig.gov/sites/default/files/reports/2025-09/25-061-r25.pdf. 

18 Docket No. N2024-1, United States Postal Service Request for an Advisory Opinion on 
Changes in the Nature of Postal Services, October 4, 2024 (Docket No. N2024-1, Request).  See also 
Docket No. N2024-1, Advisory Opinion on the Operational and Service Standard Changes Related to the 
Delivering for America Plan, January 31, 2025, at 15 (Docket No. N2024-1, Advisory Opinion). 

19 Docket No. N2024-1, Advisory Opinion at 5, 16. 
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reliable evidence.20  Specifically, the Commission determined that the Postal Service 

estimates relied on unvalidated, judgment-based assumptions, including assumed 

productivity gains and capture rates that were not empirically validated.  The 

Commission also found that the Postal Service had not conducted any RTO pilot testing 

to demonstrate that the projected savings would be achievable.  Furthermore, the 

Commission found that not all implementation costs were incorporated in the estimates 

and that some key assumptions, such as the application of observed workhours 

reduction on broader operations, were not supported by sufficient data. 

In addition, the Commission pointed out that the Postal Service did not provide a 

clear timeline for realizing the projected savings, limiting the transparency and the ability 

to assess the impact.  The Commission further noted that the projected cost savings, if 

realized, represented a modest share, approximately 4.4 percent of the Postal Service’s 

total operating expenses in FY 2024.21  The Commission’s findings are discussed 

further in section C.4.d.  

The Commission concluded that the projected savings were subject to significant 

uncertainty and did not provide a reliable basis to support the claimed financial benefits 

of the DFA Plan. 

The Postal Service projected the following breakdown of cost savings:22 

• RTO (“Leg 1”): $651 million 

• Network Transportation (“Leg 2”): $1.8 billion ($1.1 billion in surface 

transportation, $701 million in air transportation) 

• Mail and Package Processing: $1.1-$1.2 billion 

• Facilities and Real Estate: $81 million. 

 

 
20 Id. at 254-63. 
21 Id. at 261-62. 
22 Docket No. N2024-1, Request at 24-25. 
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The Postal Service’s projected mail processing cost savings relied in large part 

on anticipated reductions in workhours.25  Yet an analysis performed by the Postal 

Service’s Office of Inspector General using data through FY 2024 indicates that such 

reduction has not yet been realized to the extent projected.26  The USPS OIG reports 

highlighted that planned 28 million reductions of workhours from FY 2022 through FY 

2024 were not fully achieved, with a gap of 10.28 million hours, which amounted to a 

savings shortfall of at least $174 million.27 

Table 12 summarizes the results of the updated analysis of productivity data of 

selected Labor Distribution Codes (LDCs).  It shows that between FY 2023 and FY 

2025, productivity in specific mail processing operations did not increase as much as 

the Postal Service projected in Docket No. N2024-1, resulting in cost savings shortfalls 

for Allied Operations and Letter Cancellations, Automation Flats, Automation Letters, 

and Mechanized Operations.28 

  

 
25 Docket No. N2024-1, Advisory Opinion at 257-58. 
26 See United States Postal Service, Office of Inspector General, Report No. 25-107-R26, The 

OIG’s Oversight of the U.S. Postal Service’s Delivering for America Plan – Volume 3, January 20, 2026, at 
7-8 (OIG Report No. 25-107-R26), https://www.uspsoig.gov/sites/default/files/reports/2026-01/25-107-
r26.pdf.  See also United States Postal Service, Office of Inspector General, Report No. 24-114-R25, 
Efforts to Reduce Workhours in Mail Processing, April 10, 2025, at 1, 6-7 (OIG Report No. 24-114-R25), 
https://www.uspsoig.gov/sites/default/files/reports/2025-04/24-114-r25.pdf. 

27 OIG Report No. 25-107-R26 at 7-8; see also OIG Report No. 24-114-R25 at 1, 7. 
28 LDCs categorize Postal Service work assignments by type and are organized into higher-order 

groupings (or “functions”) indicating the organizational segments into which those assignments fall.  
Docket No. N2024-1, Advisory Opinion at 164.  The Commission selected six LDCs from seven LDCs 
used to calculate mail processing cost savings in Docket No. N2024-1 (leaving one LDC out because the 
underlying volume data are not available) in the Management Operating Data System dataset in Docket 
Nos. ACR2023 and ACR2025 used for an updated analysis. 
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The provided analysis shows that cost reductions observed in specific areas, 

such as transportation, and mail processing workhours are substantially lower than the 

Postal Service anticipated under the DFA Plan and submitted for the Commission 

Advisory Opinion in Docket No. N2024-1. 

In addition, as Figure 4 shows, transportation cost savings in FY 2023–FY 2025 

likely came from Competitive mail.  As to mail processing unit costs, they increased for 

both Market Dominant and Competitive mail (by 2.6 percent and 15.2 percent, 

respectively).  This further suggests that either the Postal Service’s expected mail 

processing cost savings have not been fully realized or there have been other factors 

that negatively affected costs in FY 2023–FY 2025.  

Figure 4 
Mail Processing and Transportation Unit Costs:  

Market Dominant vs. Competitive Mail, FY 2023–FY 2025 
 

 
Source: Commission’s calculations using data from Docket No. ACR2021, Library Reference USPS-
FY21-24, December 29, 2021; Docket No. ACR2022, Library Reference USPS-FY22-24, December 29, 
2022; Docket No. ACR2023, Library Reference USPS-FY23-24, December 29, 2023; Docket No. 
ACR2024, Library Reference USPS-FY24-24, December 30, 2024; Docket No. ACR2025, Library 
Reference USPS-FY25-24, December 29, 2025; Docket No. ACR2021, Library Reference PRC-LR-
ACR2021-1, March 29, 2022; Docket No. ACR2022, Library Reference PRC-LR-ACR2022-1, March 29, 
2023; Docket No. ACR2023, Library Reference PRC-LR-ACR2023-1, March 28, 2024; Docket No. 
ACR2024, Library Reference PRC-LR-ACR2024-1, March 28, 2025; Docket No. ACR2025, Library 
Reference PRC-LR-ACR2025-1, March 27, 2026.  
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The Postal Service has continued to rely on management decision-making while 

designing and implementing DFA, despite the Commission’s guidance to use rigorous 

data analysis and pilots as part of the decision-making process.  As a result, the USPS 

OIG found that in route consolidations for S&DCs, the Postal Service used incomplete 

or inaccurate route data to underpin management decisions on S&DC investments.  

Management-adjusted routes led to a net increase in routes that were not identified 

prior to the investment decision calculation to support S&DCs.32 

The Commission also recommended the Postal Service develop a model that 

accurately reflected transportation under RTO to include cost and service impact data 

from RTO pilots in which RPDC activations and other network changes are introduced 

along with RTO.33  The Postal Service did not follow the Commission’s recommendation 

when implementing the RTO.  As of April 2026, the Postal Service has activated RTO in 

13,702 5-Digit ZIP Codes or 48.0 percent of the total 28,540 5-Digit ZIP Codes.34  

Figure 5 shows the progress of RTO activation from FY 2024 to April 2026, and 

locations of RPDCs.  

 
32 United States Postal Service, Office of Inspector General, Report No. 25-040-R25, Route 

Scheduling at Sorting and Delivery Centers, February 5, 2026, at 1, 6, 
https://www.uspsoig.gov/sites/default/files/reports/2026-02/25-040-r26_0.pdf. 

33 See Docket No. N2024-1, Advisory Opinion at 130. 
34 Docket No. RM2024-9 and PI2025-2, United States Postal Service Notice of Filing Twelfth 

Report in Compliance with Order No. 8761, April 1, 2026, Excel file "USPS_Twelfth_Report_Part 2.xlsx" 
(Docket No. RM2024-9, April 2026 Monthly Reporting). 
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Figure 5 
5-Digit ZIP Codes Affected by RTO Implementation 

 

 
Note: ZIP Codes labeled as RTO Designated are awaiting activation; Non-RTO Designated ZIP Codes 
are located within 50 miles of an RPDC. 

Source: Docket No. RM2024-9, April 2026 Monthly Reporting; Docket No. ACR2025, Notice of the United 
States Postal Service of Filing its Responses to Questions 8-9 of Chairman’s Information Request No. 5 -- 
Second Response Set, February 6, 2026, Excel file “FY25 ChIR 5 Q8 RTO PO Total 
Routes_Revised.xlsx.”  
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Figure 5 illustrates that RTO disproportionately affects rural areas over urban 

areas: 67.9 percent of RTO-activated ZIP Codes are rural.35  In addition, as the USPS 

OIG found, during the RTO implementation, the Postal Service experienced multiple 

challenges in the affected areas, including unfeasible transportation schedules and 

transportation trips that did not align with the schedule.36 

2. Postal Service Efforts at Matching Resources to Actual Need Have 
Faltered 

Total Factor Productivity (TFP) has been used to measure Postal Service 

efficiency for more than 50 years, and reflects how effectively the Postal Service adjusts 

its resource levels in response to changes in workload.  The persistent volume decline 

has led to a lower workload.  However, over the past decade the Postal Service has 

been unable to adjust resource levels quickly enough to match this change in workload, 

TFP has steadily deteriorated.  Output has declined sharply, while labor input has 

remained comparatively rigid, and the cost per unit of labor has risen substantially.  This 

has led to an increase in unit costs. 

Between FY 2016 and FY 2025, mail volume fell by 30 percent but total 

workhours only declined by 2 percent.  At the same time the number of delivery points 

increased by 11 percent.  As a result, pieces delivered per workhour declined by 28 

percent.  Over the same period, compensation per workhour increased by more than 39 

percent.  Taken together, these trends have led to a sharp increase in the cost of labor 

per unit of output. 

 
35 The Commission identifies rural 5-Digit ZIP Codes using data from Docket No. N2024-1, 

Library Reference USPS-LR-N2024-1-24 – Response to Steve Hutkins Interrogatory Question 11, 
November 12, 2024, Excel file “USPS-LR-N2024-1-24.xlsb;” Docket No. RM2024-9, April 2026 Monthly 
Reporting. 

36 United States Postal Service, Office of Inspector General, Report No. 25-057-R25, Network 
Changes: Local Transportation Optimization in the New Orleans Region, September 9, 2025, 
https://www.uspsoig.gov/sites/default/files/reports/2025-09/25-057-r25.pdf. 
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3. Postal Service Self-help Efforts Have Degraded Service 
Performance 

I would now like to discuss the Postal Service’s persistent failure in service 

performance over several years, which illustrates the existence of structural challenges 

that warrant Congressional examination of the Postal Service’s USO, as well as serves 

as a cautionary tale for future Postal Service self-help initiatives. 

For more than a decade, the Postal Service has struggled to meet its service 

performance targets.  Beginning in 2021, the Postal Service implemented several 

significant service standard changes under its DFA Plan, including lengthening delivery 

windows for long-distance First-Class Mail, shifting transportation from air to ground, 

and later moving to a more complex, ZIP Code-based end-to-end standard framework.  

While these changes effectively loosened service expectations, performance against 

the applicable standards has nonetheless deteriorated.  In particular, the Postal 

Service’s on-time delivery rates for most categories of mail have generally declined 

relative to prior years, indicating that even with more flexible standards, the Postal 

Service struggles to meet those standards consistently. 

Performance results reported in the Commission’s Annual Compliance 

Determinations, which are issued each year as part of its statutory review of the Postal 

Service’s rates, costs, and service performance, show that a meaningful share of 

products and categories have consistently failed to meet applicable service standards.  

This trend has culminated in 20 out of 27 categories failing to meet service performance 

targets in FY 2025.  These outcomes reflect both declining on-time service performance 

rates and increasing difficulty meeting service standards across the board. 

Over time, the Postal Service has offered a range of explanations for these 

ongoing performance shortfalls, including network restructuring under its DFA Plan, 

transportation disruptions, staffing shortages, increased delivery points, and the 

complexities associated with transitioning to new processing and logistics systems.  In 

earlier years, it also cited pandemic-related disruptions, labor availability constraints, 

and surging package volumes as key drivers.  However, the persistence of 

underperformance across multiple years and operating environments points to broader 
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structural challenges.  In a period of declining mail volumes and increasing cost 

pressures, it is especially important that the Commission continue to provide 

transparency and oversight, as cost-cutting and operational changes should not come 

at the expense of service quality and the Postal Service’s USO. 

4. The Postmaster General’s Comparison of U.S. Postal Rates and 
Revenues to Foreign Postal Rates and Revenues is Comparing 
Apples to Oranges 

While the comparison to foreign postal systems may appear compelling at first 

glance, it overlooks critical legal, economic, and operational factors unique to the U.S. 

Postal Service.  The U.S. Postal Service is the largest in the world, delivering 

44 percent of all global mail in 2025.37  It significantly benefits from large economies of 

scale and scope that help keep costs per piece down.  Relative to other countries, 

Americans receive a high number of letters per capita annually, the low cost per piece 

allows the Postal Service to extract high cost coverage from relatively low rates.  The 

First-Class Single-Piece letter is currently priced 247 percent above its attributable 

costs. 

In addition, the U.S. Postal Service uses costing methodologies set in statute for 

the basis of setting regulated postage rates that differ from other countries.  By law, 

European Union countries are required to apply a fully allocated costing methodology 

that allocates both direct and indirect costs to each regulated product, which may 

include the cost of services not related to the product.  The Postal Service sets its 

Market Dominant rates using a marginal, or incremental, costing methodology in which 

only costs with a causal relationship to each product are attributed.  Worksharing, in 

which the private sector performs some of the work of the Postal Service, removing 

significant costs from the Postal Service, is much more developed in the United States.  

The increased prevalence of worksharing also reduces the cost of sorting and 

transporting mail for the Postal Service compared to other countries. 

 
37 See United States Postal Service, Postal Facts: Size and Scope, https://facts.usps.com/size-

and-scope/. 
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When comparing U.S. postage rates to international rates, it is also important to 

ensure that the product features and service standards are the same.  As an initial 

matter, rate comparisons between countries cannot be done with any authority until 

Congress implements the recommendation by the GAO38 and the Commission that the 

Postal Service’s USO be reassessed in light of society’s current needs.  Simply raising 

stamp prices may not address the structural challenges faced by the Postal Service and 

could instead accelerate the decline in mail volumes.  This outcome could undermine 

the Postal Service’s financial position rather than improve it. 

Moreover, the comparison to foreign postal systems is not necessarily relevant.  

The Postmaster General's comparison fails to account for the unique operational and 

market conditions the Postal Service faces.  There are also public policy concerns given 

the Postal Service’s current structure as a government monopoly operating in 

commercial markers with significant swaths of captive American consumers and 

businesses who have no other hard copy alternative.  The Postal Service is a 100 

percent government entity that enjoys two monopolies, letter and mailbox, with the latter 

one being particularly unique for its implications on competition.  It is neither privatized 

nor commercialized, unlike many foreign posts.  The Postal Service enjoys a market 

dominant position in the mail market, secured largely by these two legally mandated 

monopolies.  Moreover, a substantial increase in stamp prices would be borne by 

captive ratepayers.  This could disproportionately impact low-income individuals, small 

businesses, and rural customers that rely on affordable mail services.  The Postal 

Service’s statutory mandate is to provide prompt, reliable, and efficient services to all 

communities without impairing the overall value of the service under 39 U.S.C. § 101.  

Furthermore, the Postal Service’s role in binding the nation together through personal, 

educational, literary, and business correspondence is a fundamental public service, as 

recognized by Congress.39  Any rate increase must balance financial sustainability with 

the broader public interest.  Overall, after Congress determines what level of service is 

 
38 United States Government Accountability Office, Report No. GAO-26-107336, U.S. Postal 

Service: Action Needed to Fix Unsustainable Business Model, December 16, 2025, at 1, 
https://www.gao.gov/products/gao-26-107336 (Report No. GAO-26-107336). 

39 39 U.S.C. § 101.   
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needed under the USO, the Postal Service will be in a better position to determine its 

costs and, by extension, its rates.  

Rather than relying predominantly on rate increases, the Postal Service should 

explore multifaceted strategies to address its financial challenges.  These could include 

disciplined and transparent cost optimization measures and a targeted strategic 

expansion of public-private partnerships to improve operational efficiency and long-term 

financial sustainability.  Public-private collaboration is a uniquely American approach to 

delivering public value, blending government oversight with private sector innovation.  

By leveraging private-sector capabilities where appropriate, the Postal Service could 

better concentrate resources on its core mission while enhancing service quality and 

reducing operational strain. 

C. The Commission has reacted responsibly and effectively to the Postal 
Service’s cash crisis claims over the years. 

1. Waiver 

Most immediately, on April 9, 2026, the Commission stepped up and granted the 

Postal Service flexibility and breathing room (specifically a multi-year waiver) to address 

its deteriorating financial condition.40  To use the waiver, the Postal Service must simply 

provide advance notice to the Secretary of the Treasury and the Commission. 

The financial impact of the waiver lifts Commission restrictions on how the Postal 

Service may use approximately $2.4 billion of revenue in FY 2026, and potentially a 

total of $15 billion or more by the end of FY 2030, which the Commission has already 

provided through the Retirement Obligation Rate Authority it granted the Postal Service 

in 2021.  

 
40 See generally Docket No. RM2024-4, et al., Order Granting Temporary Conditional Waiver 

Regarding Required Minimum Remittance, April 9, 2026 (Order No. 9504), 
https://prc.arkcase.com/portal/filings/139658. 
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The Commission’s Order follows a Postal Service request that the Commission 

repeal regulations mandating it to contribute minimum amounts toward certain retiree 

benefits.  The Postal Service asserts that it is running out of cash, and it would be able 

to utilize revenue meant for certain retiree benefits for other purposes, such as covering 

operating expenditures and funding capital investments, if the Commission grants its 

petition to repeal the rules requiring it to make these payments. 

Due to the seriousness of the Postal Service’s financial condition, the 

Commission expeditiously granted the waiver in the interest of the public and to provide 

the Postal Service some breathing room and flexibility to repurpose revenues that it 

would have used for retiree benefits to execute its contingency plans to avoid running 

out of cash. 

In fact, for more than a decade, the Postal Service has defaulted on its retiree 

amortization payments and only began making partial payments over the past few years 

as a result of the additional revenue that comes directly from the Retirement Obligation 

Rate Authority that the Commission has authorized the Postal Service to generate since 

2021.  This Order waives the Commission’s rules only on how that revenue is used and 

does not alter the statutory payment obligations of the Postal Service.  The Waiver does 

not raise rates or impose a rate increase.  It only temporarily changes how the Postal 

Service can use certain revenues it is already generating. 

The Commission urges all to treat the breathing room provided by the Temporary 

Conditional Waiver as an opportunity to work toward meaningful and lasting change.  

Let us not squander this short-lived opportunity—it will not last forever.  In particular, the 

Commission urges Congress to use this time to address the underlying issue 

highlighted by the Commission and the GAO to reassess and determine the level of 

universal postal service the nation requires and how that can best be funded.  



Testimony of Vice Chairman Robert G. Taub 
 

- 44 - 

2. The Commission has provided the Postal Service additional rate 
authority over the CPI. 

In 2006, Congress enacted the Postal Accountability and Enhancement Act 

(PAEA).41  The PAEA required the Commission to promulgate regulations establishing a 

ratemaking system for Market Dominant products within 18 months after the law’s 

enactment.  The Commission promulgated regulations establishing the ratemaking 

system in 2007.42  The PAEA mandated certain features that the ratemaking system in 

its initial form had to include, most prominently a price cap limiting rate increases to 

annual changes in the Consumer Price Index for All Urban Consumers (CPI-U).43  

On December 20, 2016, the Commission initiated its required review of the 

ratemaking system by establishing Docket No. RM2017-3 for the review and providing 

an opportunity for interested persons to file comments.44  On December 1, 2017, the 

Commission published its findings.  In short, the Commission found that the ratemaking 

system was not achieving the statutory objectives, taking into account the statutory 

factors.45  Therefore, the Commission began the task of “mak[ing] such modification or 

adopt[ing] such alternative system . . . as necessary to achieve the objectives” that 39 

U.S.C. § 3622(d)(3) requires. 

In addition to the prior CPI-U rate authority, the Commission added two additional 

forms of rate authority available to the Postal Service to address two underlying drivers 

of the Postal Service’s net losses largely outside of its direct and near-term control.  

These were: (1) density rate authority to address the increase in per-unit cost resulting 

from declines in mail density and (2) retirement rate authority to address the statutorily 

mandated amortization payments for retirement costs.  In addition, the Commission 

 
41 Postal Accountability and Enhancement Act, Pub. L. 109-435, 120 Stat. 3198 (2006). 
42 See Docket No. RM2007-1, Order Establishing Ratemaking Regulations for Market Dominant 

and Competitive Products, October 29, 2007 (Order No. 43), https://prc.arkcase.com/portal/filings/83851. 
43 See 39 U.S.C. § 3622(d)(1)(A). 
44 See generally Docket No. RM2017-3, Advance Notice of Proposed Rulemaking on the 

Statutory Review of the System for Regulating Rates and Classes for Market Dominant Products, 
December 20, 2016 (Order No. 3673), https://prc.arkcase.com/portal/filings/61765. 

45 Docket No. RM2017-3, Order on the Findings and Determination of the 39 U.S.C. § 3622 
Review, December 1, 2017, at 275 (Order No. 4257), https://prc.arkcase.com/portal/filings/42933. 
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granted an additional 2 percentage points of rate authority for classes where costs for 

the class are greater than revenue, called “non-compensatory classes,” which has 

predominantly applied to the Periodicals class. 

Since the effective date of the rules issued in Commission Order No. 5763, the 

Commission has granted rate authority to the Postal Service for it to raise rates by 44.8 

percent for most classes.  Rate authority due to CPI-U granted during that time totals 

23.1 percent, which means the Commission provided additional revenue-raising 

authority to the Postal Service of 21.7 percent, as displayed in the figure.46  The Postal 

Service has used all of this authority. 

Figure 6 
Rate Authority Granted by the Commission 

 

  

 
46 For non-compensatory classes, which is predominantly Periodicals, the total amount of rate 

authority provided was 56.8 percent, 33.7 percent of rate authority in addition to CPI. 
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Looking at the stamp price in particular, we can see in the figure below how the 

Postal Service was able to raise its price above CPI-U.  This has helped the Postal 

Service offset costs related to inflation as well as two sources of costs that the Postal 

Service argued, and continues to argue, are outside of its control.47  The Commission 

agreed, finding mail density and retirement obligations to be largely outside the control 

of the Postal Service, and created additional rate authorities targeted at offsetting those 

costs. 

Figure 7 
Stamp Prices and the CPI-U, 

2007–2026 
 

 

 
47 See, e.g., Docket No. RM2017-3, Comments of the United States Postal Service, March 20, 

2017, at 57, and Docket No. RM2017-3, Initial Comments of the United States Postal Service in 
Response to Order No. 4258, March 1, 2018, at 74-75.  See also Statement of Postmaster General and 
Chief Executive Officer David Steiner Before the House Committee on Oversight and Government 
Reform, Subcommittee on Government Operations, “Oversight of the Postal Service: The Financial 
Future under Postmaster General Steiner,” United States House of Representatives, March 17, 2026, at 
8-9 (PMG Steiner March 2026 Statement), https://about.usps.com/newsroom/testimony-
speeches/pdf/031726-statement-of-postmaster-general-and-ceo-david-steiner-before-house-
committee.pdf. 
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3. The Commission has provided the Postal Service pricing flexibility. 

Despite the limits put on the Postal Service by statute and Commission 

regulation, the Postal Service enjoys a high degree of pricing flexibility within both the 

Market Dominant and Competitive product lists. 

For Market Dominant products, the Postal Service runs a wide range of 

promotions, incentives, and other discounts.  These include, for example, incentives for 

using Full-Service Intelligent Mail barcodes, providing promotional discounts to pieces 

that include tactile, sensory, or interactive elements (such as texture, sound, and scent), 

and worksharing discounts that incentivize mailers to presort their mail or enter it deeper 

into the postal network.  The Postal Service is also allowed to modify its list of products 

and services, including adding new services and experimenting with prototypical 

services through what are called “market tests.”48  All of the different classes, products, 

services, rate cells, and discounts provide multiple different services and entry points to 

mailers, and add up to a huge array of prices any given mailer could pay for different 

types of mail pieces.  All of this pricing flexibility is available to the Postal Service to use 

at its discretion, subject to Commission review that it meets certain thresholds for 

inclusion on the Mail Classification Schedule or within the cap compliance calculations 

for Market Dominant products. 

Furthermore, promotional, incentive, and discount rates are generally treated as 

price decreases and allow the Postal Service to “generate cap space” within each class 

of Market Dominant mail because the cap functions as an average for the class.  

Functionally, how this works is when the Postal Service discounts rates by a certain 

amount, it is able to raise other rates by the same amount and keep the same average.  

Historically, the Commission only allowed this if the discount was available equally to all 

mailers and considered a “rate of general applicability.”  Recently, at the Postal 

Service’s request, the Commission re-evaluated this historical practice and finalized a 

 
48 The addition of new products is governed by statute at 39 U.S.C. § 3642 and regulations at 39 

C.F.R. part 3040.  Market tests for experimental products are governed by 39 U.S.C. § 3641 and 
regulations at 39 C.F.R. part 3045.  For a recent example of a market test, please refer to the introduction 
of Connect Local Mail, a same-day or next-day delivery service which has since become a service 
offering as part of First-Class Mail Flats.  This market test was the subject of Docket No. MT2022-1. 
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set of rules that allows promotions and incentives that are not rates of general 

applicability to be included in this cap calculation, subject to certain other conditions.49  

This allowed the Postal Service to include its recent Mail Growth Incentives as part of 

the calculation.50 

For Competitive products, the Postal Service enjoys substantial ability to price its 

products in line with competitors, both to respond to sudden cost increases and to 

compete on price through what are called negotiated service agreements (NSAs).  

These contracts provide shippers with customized rates and service arrangements.  

With regard to the first point, the Postal Service recently requested and the Commission 

quickly approved a temporary 8-percent across-the-board rate increase to account for 

changing market conditions concerning transportation costs, including the increasing 

price of fuel and contracted transportation.51 

Regarding the second point, the Postal Service’s use of NSAs increased 

substantially and the Commission reviewed and approved such agreements at a rapid 

pace last year.  Five years ago, there were only 136 NSAs submitted to the Commission 

for approval.  Last year, the Commission reviewed and approved 1,719 NSAs: a more 

than 1,100 percent increase.  This portfolio represents a substantial amount of business 

revenue and pricing flexibility to the Postal Service, more than $25 billion in revenue 

across 4,572 active agreements in FY 2025.  And despite the surge in the number of 

agreements, the average number of days of review to receive Commission approval   

 
49 See generally Docket No. RM2020-5, https://prc.arkcase.com/portal/dockets/5189; Docket No. 

RM2020-5, Final Order Amending Rules Regarding Rate Incentives for Market Dominant Products, 
February 19, 2025 (Order No. 8708), https://prc.arkcase.com/portal/filings/135399.  These regulations 
were codified at 39 C.F.R. part 3041. 

50 These Mail Growth Incentives, for First-Class Mail and Marketing Mail, where introduced in 
Docket No. R2023-3.  At the time, it was not clear whether the then current and enforced regulations 
would permit inclusion of these incentives into the cap compliance calculation.  At the Postal Service’s 
request, and upon receiving comments from the mailing community, the Commission wrote new rules to 
help the Postal Service achieve their goals of incentivizing mail growth through rates. 

51 See generally Docket No. CP2026-4, Order Approving Price Adjustments for Domestic 
Competitive Products (Order No. 9502), https://prc.arkcase.com/portal/filings/139638. 
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increased by less than one day during that time frame.52  Seeing the growing financial 

impact of the NSA portfolio to the Postal Service, the Commission on its own initiative 

wrote new regulations that established new methods or codified existing methods of 

streamlined review for NSAs.53  This included methods that allow the Postal Service to 

submit agreements that require no further review from the Commission because they 

conform to template language and financial models that have already been reviewed 

and approved, or that require only summary review in expedited proceedings pursuant 

to certain rules and conditions.54 

Figure 8 
Negotiated Service Agreements Approved by the Commission, FY 2021–FY 2025 

and Active Negotiated Service Agreements in FY 2025 
 

 

  

 
52 The number of agreements and information about the time to review is based on internal 

Commission records.  NSA revenue information is provided, more granularly, in non-public library 
references filed each year with the Annual Compliance Report.  The 2025 figure is based on documents 
filed in Docket No. ACR2025. 

53 See generally Docket No. RM2023-5, Final Order Amending Rules Regarding Competitive 
Negotiated Service Agreements, August 9, 2024 (Order No. 7353), 
https://prc.arkcase.com/portal/filings/130022. 

54 See generally Order No. 7353. 
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4. The Commission has protected captive consumers by limiting 
annual rate increases. 

The Commission expanded the Postal Service’s pricing flexibility significantly in 

2021, in response to specific drivers of the Postal Service’s net losses that were largely 

outside its control.  In the wake of that expansion, the Commission expected that the 

Postal Service would carefully exercise the newfound pricing flexibility.  The DFA Plan 

promised “judicious and appropriate use of the rate authorities provided by the PRC . . . 

.”55  However, the Postal Service proceeded with a maximalist approach to rate 

increases across the board.  The Postal Service also signaled its intention to raise rates 

twice in each calendar year.  The Postal Service pursued this strategy despite the 

Commission’s exhortations that its order (consistent with the policies of Title 39) was set 

up with the expectation that the rate-setting flexibilities afforded to the Postal Service 

would be only a part of the solution. 

As a safeguard against potential abuses of the Postal Service’s new authority, 

the Commission committed to review the system again after 5 years (or sooner as 

circumstances warranted).  Partly in response to the Postal Service’s maximalist 

approach of raising prices twice a year, the Commission reopened its review of the 

system early, in 2024, before its scheduled 5-year review.  The Commission took a 

phased approach and heard from stakeholders about their views of how the system of 

ratemaking was working.  In Order No. 9426 (2026), the Commission recognized that 

the system was not achieving several objectives including predictable and stable rates, 

and, among other changes, limited the Postal Service to one rate increase per calendar 

year.56  This change was made in direct response to many stakeholder concerns and 

served to improve the system’s achievement of predictable and stable rates for 

ratepayers.  Only the frequency is limited; the Postal Service retains significant pricing 

flexibility of its Market Dominant products, including the numerous above-CPI rate 

 
55 DFA Plan at 46. 
56 Docket No. RM2024-4, et al., Order Adopting Rules Limiting Frequency of Rate Increases 

Above the De Minimis Threshold and Adding Criteria for Workshare Discounts for Market Dominant 
Products (Phase 2A Completion), January 13, 2026 (Order No. 9426), 
https://prc.arkcase.com/portal/filings/139064. 
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authorities provided by the Commission as detailed in Figure 6 above.  The Commission 

proactively made responsive changes when circumstances warranted, and it fulfilled its 

role in protecting captive taxpaying households and businesses when necessary. 

5. The Commission has provided the public and consumers 
transparency regarding service delays and degradation, and a 
voice at public hearings reviewing Postal Service changes. 

The Commission has played a pivotal role in increasing the transparency of the 

Postal Service’s service performance, ensuring accountability and providing critical 

oversight in a challenging operational environment.  Within its statutory authority, the 

Commission has consistently worked to safeguard the public interest and promote 

transparency via its Annual Compliance Determinations, oversight of service 

performance measurement, Advisory Opinions, and reporting requirements.  Our work 

has provided stakeholders and policymakers with critical insights into the Postal 

Service’s operations, ensuring that service performance related issues are thoroughly 

examined and addressed.  The Commission’s work via its Annual Compliance 

Determinations, ongoing evaluation of Service Performance Measurement (SPM), 

Advisory Opinions, and rulemakings has demonstrated the importance of robust 

oversight in maintaining the integrity and transparency of the Postal Service’s service 

performance, ultimately benefiting the public and promoting accountability. 

a. ACDs 

First, each year the Commission actively monitors and reviews the Postal 

Service’s compliance with its service standards, as required under 39 U.S.C. § 3653.  

The Commission evaluates whether the Postal Service has met its service performance 

targets, which the Postal Service sets under 39 U.S.C. § 3692.  To engage in this 

annual compliance process, the Commission seeks necessary data and information 

from the Postal Service.  Our most recent Annual Compliance Determination found that 

20 of the 27 Market Dominant products/categories measured failed to meet their targets 
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in FY 2025.57  This occurred despite the Postal Service lowering its targets for 19 

products/categories in FY 2025. 

b. SPM 

Second, the Commission’s oversight has been particularly impactful in 

scrutinizing the Postal Service’s internal Service Performance Measurement (SPM) 

system.  For example, in pending Docket No. RM2024-9, the Commission is reviewing 

to ensure that the SPM system continues to produce accurate, reliable, and 

representative data.58  The Commission has also required parallel reporting to evaluate 

the effects of changes that the Postal Service has made to its service performance 

metrics.59  

For instance, beginning in FY 2025 Quarters 3 and 4, the Postal Service revised 

how it calculates on-time performance to exclude Sundays and Federal holidays as 

transit days for mail that is entered into the Postal Service’s network on Saturday or the 

day before a Federal holiday (Sunday/Holiday Exclusion).  The Commission expressed 

concern that these changes could render reported service performance data misleading 

and/or confusing by making it difficult for the public and the Commission to understand 

how Sundays and Holidays are reflected in the Postal Service’s service performance 

measurement.  The Commission ordered the Postal Service to provide parallel service 

performance results both with and without the Sunday/Holiday Exclusion.  This parallel 

 
57 Postal Regulatory Commission, Docket No. ACR2025, Annual Compliance Determination 

Report, Fiscal Year 2025, at 2 (FY 2025 ACD), https://prc.arkcase.com/portal/filings/139555. 
58 See generally Docket No. RM2024-9, Advance Notice of Proposed Rulemaking and Order 

Initiating Proceeding to Evaluate Internal Service Performance Measurement System, July 2, 2024 (Order 
No. 7247), https://prc.arkcase.com/portal/filings/129516. 

59 See, e.g., Docket Nos. RM2024-9 and PI2025-2, Interim Order Regarding Proposed Service 
Performance Measurement Changes, March 28, 2025, at 22-23, 37-39, 40-41 (Order No. 8761), 
https://prc.arkcase.com/portal/filings/135765.  Subsequent orders partially modified and amplified these 
reporting requirements.  See Docket Nos. RM2024-9 and PI2025-2, Order Conditionally Granting Motion 
for Reconsideration of Order No. 8761, April 30, 2025 (Order No. 8823), 
https://prc.arkcase.com/portal/filings/136111; Docket Nos. RM2024-9, PI2025-2, and PI2025-5, Interim 
Order Regarding Further Proceedings on Planned Service Performance Measurement Changes, June 
27, 2025, at 23-24 (Order No. 8942), https://prc.arkcase.com/portal/filings/136929; Docket Nos. RM2024-
9, PI2025-2, and PI2025-5, Order Deferring Reporting Requirements from Order No. 8942, July 16, 2025 
(Order No. 9015), https://prc.arkcase.com/portal/filings/137200. 
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reporting has enabled the Commission to quantify the effect of the Sunday/Holiday 

Exclusion on performance scores.  This example highlights the Commission’s 

commitment to ensuring transparency in service performance reporting.  This parallel 

reporting required by the Commission revealed that excluding Sundays and Holidays 

from transit days increased reported on-time performance scores by 1 to 5 percentage 

points, making on-time performance appear higher with the Sunday/Holiday exclusion 

than it would have been if those days were included.  If the Postal Service had not 

excluded Sundays and Holidays from Quarters 3 and 4 on-time performance 

calculations, the only First-Class Mail categories meeting FY 2025 targets (2-Day and 3-

to-5-Day Presorted Letters/Postcards) would not have achieved those targets.  See FY 

2025 ACD at 72, 81.  These types of insights provide stakeholders with a clearer 

understanding of the Postal Service’s actual performance. 

In 2025, the Postal Service planned to change SPM again “to exclude from 

measurement certain mailpieces affected by extraordinary events that materially disrupt 

the timely collection, processing, transportation, and/or delivery of mail . . . .”60  The 

Commission received comments from stakeholders expressing widespread opposition 

and concern.  The Commission expressed serious concerns about the consistency of 

the planned changes with multiple statutory provisions relevant to service performance 

reporting.  Ultimately, however, the Commission found that it was unable to resolve 

those issues because the Postal Service’s proposal was vague and ambiguous 

regarding the scope of mail volume that might be impacted, and the Postal Service 

hadn’t provided the information necessary to clarify this issue or enable the Commission 

to analyze it.  Therefore, the Commission dismissed the Postal Service’s Notice without 

prejudice and provided instructions to the Postal Service should it elect to re-file as to 

what information the Commission would expect to see. 

Furthermore, the Commission has required detailed monthly reporting on 

significant changes that the Postal Service has made to its SPM system, such as the 

 
60 Docket Nos. PI2025-6 and RM2024-9, Order Dismissing Without Prejudice Notice of Planned 

Service Performance Measurement Changes, at 1 (Order No. 9241) (quoting Docket No. PI2025-6, 
United States Postal Service Notice of Filing Changes to Service Performance Measurement Plan 
Document, September 9, 2025, at 5), https://prc.arkcase.com/portal/filings/138215. 
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transition from District-level reporting to 5-Digit level reporting.  This enhanced reporting 

framework has enabled the Commission to better understand the Postal Service’s data 

collection processes and evaluate the impact of these changes on service performance 

results transparency. 

c. Rulemaking 

Third, to ensure public, independent transparency regarding the Postal Service’s 

service performance for American businesses and households who are expecting a 

level of service for the rates they must pay to this government establishment, the 

Commission strengthened the reporting rules across multiple fronts, most recently in 

May 2026.61  These include: requiring advance Commission approval for the Postal 

Service’s changes to its internal SPM systems, setting evidentiary burdens and review 

timelines for review of such changes, requiring the Postal Service to provide advance 

comprehensive notice of service standard changes affecting customer-facing 

expectations, and requiring the Postal Service to provide a contemporaneous 

explanation of the reasonableness of the service performance targets that the Postal 

Service sets for itself and files with the Commission.  These rule revisions, which the 

Postal Service opposed summarily and offered no alternative rules, increase 

transparency into service performance and achieve the independent oversight that 

Congress mandated the Commission to perform. 

In 2023, the Commission adopted several reporting requirements to increase 

transparency into service performance via Order No. 6439.62  These include: robust 

staged parameters for the Postal Service’s Service Performance Dashboard, detailed 

requirements for reporting of mail excluded from measurement, reporting of average 

days to deliver, reporting of top root cause point impacts, and Site-Specific Operating 

Plan (SSOP) performance disclosure. 

 
61 See generally Docket No. RM2026-1, Final Order Amending Rules Regarding Service 

Performance Reporting, May 11, 2026 (Order No. 9566), https://prc.arkcase.com/portal/filings/139954. 
62 See generally Docket No. RM2022-7, Order Revising Rules for Periodic Reporting of Service 

Performance, February 9, 2023 (Order No. 6439), https://prc.arkcase.com/portal/filings/84170. 
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Despite the headwinds facing the Postal Service, the Commission has achieved 

significant positive results in increasing the transparency of the Postal Service’s 

performance.  Through its statutory authority, rigorous oversight, and commitment to 

public accountability, the Commission has ensured that the American public has access 

to accurate and reliable information about the Postal Service’s operations, enabling 

informed decision-making and fostering trust in the government-run postal system. 

d. Advisory Opinions: Commission has predicted the negative 
results from ill-considered or un-informed Postal Service 
changes to its network and operations—and the Postal 
Service ignored these warnings. 

Fourth, the Commission plays a significant role in providing transparency, 

unbiased analysis, and policy evaluation when the Postal Service seeks to make 

significant changes to the way it provides service to the American public.  The 

mechanism by which the Commission provides this invaluable work is the advisory 

opinion process, in which the Commission undertakes a hearing on the record and 

seeks public comment and participation on Postal Service proposed service changes 

that are at least substantially nationwide in scope. 

As discussed in further detail below, the Commission has completed multiple 

advisory opinions on various aspects of the DFA Plan in the time since it was 

announced in 2021.  Each of these recent advisory opinions follows a consistent theme: 

the Commission and public stakeholders raise concerns about the Postal Service 

overstating the benefits and savings that would result from its proposed changes while 

minimizing the service impacts, especially to the populations in America that rely on the 

Postal Service the most.  Invariably, the Postal Service criticizes the advisory opinions 

and ignores the advice given.  Unfortunately, based on the results observed as the 

Postal Service has pressed forward with large-scale network changes, the Commission 

has been proved correct as savings have been significantly lower than hoped, and 

service impacts have been greater and more pervasive than bargained for. 
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The experience with the DFA Plan has demonstrated that the advisory nature of 

these undertakings (by law the Postal Service is not required to do anything with the 

advisory opinions) are no longer an effective check on the Postal Service implementing 

drastic and permanent network changes based on cost-saving estimates that the 

Commission found to rely on unvalidated assumptions and incomplete data, coupled 

with pervasive and significant service impacts to vulnerable Americans.  Unlike most 

other Commission authorities, this role is advisory in nature and requires the 

Commission to expend significant resources because it requires a formal adjudication 

that requires a hearing on-the-record under the Administrative Procedure Act. 

There are legislative proposals pending before Congress right now, that if 

adopted, would reduce the Postal Service’s ability to unilaterally change its service 

standards at any time and increase the Commission’s ability via the advisory opinion 

process to provide input.  Such proposals could prevent (or delay) the Postal Service 

from implementing changes that the Commission advised against implementing.  

Several of these bills are rooted in the concern that the Postal Service began 

implementing significant changes to services before requesting an advisory opinion 

from the Commission because the current statutory language appears to allow the 

Postal Service to determine the timing of when to begin that process.  The Commission 

itself has recommended to Congress in the past that it may want to modify the law to 

require “the Postal Service [to] provide a written response to Congress, prior to 

implementation, addressing the Commission’s recommendations.”63 

The following is a brief summary of the Commission’s advisory opinions in the 

wake of the Postal Service’s DFA Plan announcement and implementation, and a 

review of the outcomes following those advisory opinions.  Appendix A includes more in-

depth discussions about the Postal Service’s proposals and more analysis of the 

Commission’s positions. 

 
63 Postal Regulatory Commission, Section 701 Report, Analysis of the Postal Accountability and 

Enhancement Act of 2006, November 14, 2016, at 30, https://prc.arkcase.com/portal/filings/60189; see 
Postal Regulatory Commission, Section 701 Report Analysis of the Postal Accountability and 
Enhancement Act of 2006, September 22, 2011, at 79, 84-85 (2011 Section 701 Report), 
https://prc.arkcase.com/portal/filings/27346. 
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Docket No. N2021-1 Advisory Opinion 

• The Postal Service proposed longer First-Class Mail and Periodicals service 

standards, with 70 percent of First-Class Mail at 1-3 days, 21 percent at 

4 days, and 10 percent at 5 days. 

• The Postal Service projected $169.5 million in net financial gain from shifting 

volume to optimized surface and more cost-effective air transport. 

• The Commission found up to 2 additional days for 38.5 percent of First-Class 

Mail and 7 percent of Periodicals, targeting chronically underperforming 

lanes. 

• The Commission questioned savings methodology, FY 2020 baselines, 

omission of mail processing costs, and overall viability impacts. 

• Success required reconfiguring surface trips, and the Postal Service lacked 

evidence that customer satisfaction or volumes would hold or grow. 

• Commission recommendations included setting realistic targets, monitoring 

savings and service, transportation efficiency, customer satisfaction tracking, 

transparency, and limiting econometric demand analyses. 

Docket No. N2021-2 Advisory Opinion 

• The Postal Service proposed lengthening service by 1-2 days for 31.2 percent 

of First-Class Package Service and shortening by 1 day for 4.8 percent, 

estimating $42 million annual savings. 

• The Commission found that the Postal Service assumed undemonstrated 

success in operations, reliability, demand, and modeled efficiencies, and FY 

2020 data could be unreliable. 

• Savings estimates appeared inflated, with inadequate development of charter 

carrier and NDC optimization costs and dependence on Docket No. N2021-1 

savings. 

• Transportation modeling flaws, oversimplified assumptions, and an over-

optimized baseline reduced projected benefits and made savings uncertain. 
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• Commission recommendations included establishing realistic interim targets, 

rigorous cost methodologies, customer satisfaction measurement, and 

ongoing stakeholder engagement. 

Docket No. N2022-1 Advisory Opinion 

• The Postal Service sought to change Retail Ground and Parcel Select 

Ground standards from 2-8 days to 2-5 days, excluding non-contiguous, 

hazmat, and live animal shipments. 

• The Commission, with limited oversight, found fewer handling events but risks 

of increased manual processing, staffing strains, delays, and cost increases. 

• The Postal Service could not show when transportation efficiencies would 

materialize, undermining savings based on unrealistic assumptions. 

• Potential market demand benefits lacked Postal Service research targeted at 

current customers of the two products. 

• Commission recommendations included a timeline for incremental network 

changes, monitoring plans, robust market research, impact monitoring on 

users, and diversion tracking from Priority Mail. 

Docket No. N2024-1 Advisory Opinion 

• The Postal Service proposed a nationwide RPDC/LPC network, nationwide RTO 

eliminating same-day collection beyond 50 miles, and revised standards 

excluding Sundays and Holidays. 

• The Postal Service projected $3.6–$3.7 billion in annual savings after full 

implementation. 

• The Commission found defective modeling, unfounded cost savings estimates 

that relied on unvalidated assumptions, unclear timelines, and significant service 

declines where changes were implemented. 

• For Single-Piece First-Class Mail, 49.5 percent of ZIP Code pairs would be 

downgraded, with some deliveries extending to 6 or more days. 
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• Projected cost savings, while being unfounded, represented just a small share 

(about 4.4 percent) of operating expenses and did not justify widespread 

downgrades, especially harming rural communities. 

• The Commission urged reconsideration of speculative gains versus certain 

service downgrades. 

• Commission recommendations stressed using data-driven models, productivity 

feasibility analyses, implementation metrics, close customer impact monitoring, 

and immediate mitigation if impacts exceeded expectations. 

• The Postal Service dismissed the opinion as one-sided and began 

implementation in 2025. 

Since the start of the DFA initiatives in 2021, the Postal Service and Commission 

have received service complaints from around the country.  Many of those service 

complaints continue today.  In each Advisory Opinion, the Commission strongly 

encouraged the Postal Service to consider the Commission’s concerns and 

recommendations as it continues to develop and implement the proposed changes.  

The Commission also advised the Postal Service to closely monitor the impact of its 

changes on mail products and rural communities. 

Since the Advisory Opinions were issued and these proposed changes were 

implemented, the Commission’s concerns have materialized:  

• The original DFA Plan (2021) projected that the Postal Service would reach 

break-even net income by FY 2023.64  However, the Postal Service did not 

meet this goal and experienced net losses of $6.5 billion, $9.5 billion, and 

$9.0 billion in FY 2023, FY 2024, and FY 2025, respectively.65  Even when 

just considering controllable losses, the Postal Service had a $2.7 billion 

 
64 DFA Plan at 7, 50-51. 
65 United States Postal Service, Office of Inspector General, Report No. 25-107-R26, The OIG’s 

Oversight of the U.S. Postal Service’s Delivering for America Plan – Volume 3, January 20, 2026, at 10 
(OIG Report No. 25-107-R26), https://www.uspsoig.gov/sites/default/files/reports/2026-01/25-107-r26.pdf. 
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controllable loss in FY 2025, the highest controllable loss since implementing 

the DFA Plan.66 

• The Postal Service continues to fail to meet service performance targets 

despite changes in service standards that have lengthened days-to-delivery 

for several products/categories over the past several years.67 

• The Postal Service has consistently failed to meet the DFA Plan’s goal of 95 

percent on-time delivery and failed to meet its own service performance 

targets despite the modifications to service standards.68  Specifically, even 

though First-Class Mail was subject to slower service standards in Docket No. 

N2021-1 and subjected to additional changes in Docket No. N2024-1, the 

Postal Service is still unable to meet its 95 percent target for First-Class Mail 

2-Day Single-Piece Letters/Postcards.69 

• In the FY 2025 ACD, the Commission noted that the Postal Service measured 

the success of RTO using reduction of miles, trips, and driver hours, but the 

Postal Service did not track actual cost savings.70 

 
66 OIG Report No. 25-107-R26 at 10. 
67 FY 2025 ACD at 72.  See also Postal Regulatory Commission, Docket No. ACR2022, Annual 

Compliance Determination Report, March 29, 2023, at 105 (FY 2022 ACD), 
https://prc.arkcase.com/portal/filings/84025; Postal Regulatory Commission, Docket No. ACR2023, 
Annual Compliance Determination Report, March 28, 2024, at 126 (FY 2023 ACD), 
https://prc.arkcase.com/portal/filings/128338.  The Postal Service confirmed that it could not calculate the 
service performance scores for affected First-Class Mail pieces using the service standards in place for 
those pieces prior to the proposed changes in Docket No. N2021-1 because such granular piece-level 
detail did not exist.  FY 2022 ACD at 135.  Therefore, it is difficult to determine whether the service 
standard changes masked whether service actually improved year over year during this period. 

68 United States Postal Service, Office of Inspector General, Report No. 24-102-R24, The OIG’s 
Oversight of the U.S. Postal Service’s Delivering for America Plan, September 30, 2024, at 5, 
https://www.uspsoig.gov/sites/default/files/reports/2024-10/24-102-r24.pdf; see also FY 2025 ACD at 72. 

69 FY 2025 ACD at 71.  As the Commission explained, “[t]his category of mail is exemplative since 
it is subject to the direct control of Postal Service transportation, processing, and delivery operations.”  Id. 

70 Id. at 142. 



Testimony of Vice Chairman Robert G. Taub 
 

- 61 - 

• Commission analysis found that excluding Sunday and Holidays from 

measurement inflates the performance scores, moving the goal posts for 

service performance scores.71 

• Commission analysis found that, despite touting cost savings that would 

result by diverting First-Class Mail volume from air transportation to ground 

transportation in Docket No. N2021-1, air transportation costs for domestic 

Market Dominant products as a whole rose by 46.7 percent between FY 2024 

and FY 2025.72 

Five years since the announcement of the DFA Plan, the Postal Service’s 

financial and service issues have reached a critical point.  Instead of reversing its 

projected $160 billion loss and improving on-time delivery rates to 95 percent as 

planned, PMG Steiner testified that the Postal Service expects to run out of cash in less 

than a year and will be unable to deliver the mail.  It does not seem that the “Postal 

Service is in a better place today than it would have been without these transformation 

initiatives” as the Postmaster General stated. 

IV. WHAT DO WE DO NOW?  WE MUST DEFINE THE USO. 

The Commission’s action on the waiver frees up $15 billion in the next 4 years 

and renders the Postal Service’s claims of having to stop mail delivery in February 

highly unlikely.  Due to the Commission’s responsive and responsible action, Congress 

now has a little more breathing room to focus on a sustainable fix: defining the USO and 

how to pay for it. 

As we all consider the Postal Service’s current claims related to its financial 

situation, there is one thing we all agree upon: the Postal Service’s current financial 

trajectory is not sustainable.  The GAO concurs.73  Given the Postal Service’s inability to 

cut costs or maintain efficiency within its current network it is time to revisit the contours 

 
71 Id. at 72, 81. 
72 Id. at 138. 
73 See generally Report No. GAO-26-107336. 
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of that network.  One way to do that is to define the USO for the current postal market.  

The Commission has significant experience exploring the question of the USO.  In 

2006, the PAEA directed the Commission to annually estimate the costs of universal 

service74 and to submit to the President and Congress a comprehensive report75 on 

universal postal service and the postal monopoly in the United States.  The Commission 

found that seven basic attributes of universal service frame the needed definition.  

These attributes are geographic scope, range of products, access, delivery, prices and 

affordability, quality of service, and enforcement.  Clear standards across these 

attributes would provide guidance on infrastructure changes, labor refinements, 

transportation networks, and other cost control measures.  It will also provide a revenue 

strategy, and service performance expectations.  The Commission recommended in its 

2008 report “that Congress consider and balance all the features of universal service as 

part of any review of changes necessary to preserve a financially viable Postal 

Service.”76  The Commission reiterates its call but recommends an expedited approach 

due to the severe financial and service challenges at the Postal Service. 

A. Geographic Scope 

Geographic scope defines where universal postal services must be provided 

across the nation.  The Commission identifies geographic scope as a core cost driver of 

universal service.  Rising delivery points have expanded the geographic footprint and 

increased delivery costs.  Delivery points grew 5.2 percent in 5 years, while overall 

delivery costs rose 11 percent or approximately $3 billion dollars.  More than half of all 

delivery costs are institutional and not attributable to specific products.  A statutory 

definition would set clear coverage expectations and align network design with national 

needs.  Most industrialized nations define the geographic scope of their postal USO in 

law.  The United States largely relies on broad directives and 6-day delivery without 

comprehensive scope standards.  This gap allows unilateral Postal Service decisions to 

 
74 39 U.S.C. § 3651(b)(1)(A). 
75 Postal Accountability and Enhancement Act, Pub. L. 109-435, § 702, 120 Stat. 3198 (2006). 
76 Postal Regulatory Commission, Report on Universal Service and the Postal Monopoly, 

December 19, 2008, at 6, 192, https://prc.gov/sites/default/files/reports/USO%20Report.pdf. 
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determine where and how service is delivered without specific guidance on cost 

containment. 

B. Range of Products 

Range of products specifies which mail and package services are covered by the 

USO.  Currently, the Postal Service offers 46 products not including NSAs, all within the 

scope of the USO.  The number of products offered directly impacts Postal Service 

finances, both positively and negatively.  How these products are funded depends 

largely on whether they are part of the USO. 

Most other countries have already specifically defined the USO to ensure their 

citizens receive the agreed upon minimal level of acceptable service.  Many of these 

countries limit universal service to a subset such as single piece letters and single piece 

packages.  The United States has not set a specific statutory list beyond general 

mission language, the result being a lack of clarity and cost of mission and how best to 

fund this mission.  Absent guidance, the Postal Service has shifted focus toward 

Competitive parcels to pursue market share.  If Competitive parcels fall within an 

undefined USO, taxpayers could be tied to sustaining commercial parcel ambitions.  A 

defined product scope would reconcile public obligations with competitive activities and 

legal privileges.  Clear scope would prevent misalignment between universal service 

duties and marketplace strategies. 

C. Access 

Access covers how the public enters the postal network through points like Post 

Offices and collection boxes.  Access is a principal cost element of universal service.  

Recent postal operational changes have altered entry and access conditions without a 

statutory access baseline.  An access standard would protect predictable public entry to 

mail services nationwide.  Other countries have codified access obligations to ensure 

minimum presence and convenience.  The Commission’s framework treats access as 

integral to balancing service equity and system costs. 
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D. Delivery 

Delivery defines frequency, mode, and timeliness of bringing mail to addresses.  

Delivery requirements are a key driver of institutional costs, and as such significantly 

impact the Postal Service’s financial situation.  Although the United States has a 

statutory 6-day delivery requirement, it lacks detailed delivery standards geared towards 

the current needs of American citizens.  In recent years, delivery issues have arisen that 

strain Postal Service resources and negatively impact service performance.  The Postal 

Service has lowered service standards and failed to meet them, indicating systemic 

strain.  Productivity has been at its lowest levels in decades, increasing delivery costs.  

A defined delivery standard would set minimum acceptable service for households and 

businesses.  Clear delivery benchmarks would guide network design and performance 

oversight. 

E. Prices and Affordability 

Prices and affordability determine how universal service remains accessible to all 

users.  Pricing standards directly affect Postal Service revenue.  Regular and significant 

rate increases have not measurably improved finances, highlighting model weaknesses.  

Total costs increased 10 percent over 5 years as total volume declined 16 percent.  

Institutional costs grew from 41 percent to 49 percent of total costs in the same period.  

Affordability guardrails could balance public access with sustainable revenue strategies.  

Other nations define price-related USO features to ensure equitable access 

independent of market demand. 

F. Quality of Service 

Quality of service sets measurable performance standards around speed and 

reliability of delivery.  Meeting quality of service standards involves all aspects of 

operations including processing, transportation, and formulation of delivery routes.  In 

recent years, quality has eroded as service performance standards were reduced and 

then missed.  Operational reforms, such as the DFA Plan, have produced systemwide 

consequences for timely and predictable service.  A statutory quality framework would 
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anchor accountability for performance recovery.  Quality metrics would enable 

transparent oversight and public input through regulation. 

G. Enforcement Mechanism 

An enforcement mechanism ensures the minimum level of universal service is 

provided.  The Commission proposes a regulatory model where it can define and 

update USO under congressional criteria.  Such a model would use transparent notice 

and comment with opportunities for appeal.  Congress has precedent in directing the 

Federal Communications Commission (FCC) to define universal service by regulation.  

A comparable postal framework would allow timely adjustments as needs and 

technology evolve.  Congress could give the Commission authority to ensure 

compliance with minimum service if necessary.  

The Commission urges Congress to define the USO now to stabilize postal 

finances and protect essential public services.  The Postal Service faces unrelenting 

mail volume decline, challenges controlling costs, and a declared liquidity crisis.  

Productivity weakness and service degradation compound financial stress.  Institutional 

costs are rising as a share of total costs while delivery points expand.  The cost of the 

USO is approximately $7 billion annually and growing, according to Commission 

assessments.  Without a defined USO, unilateral operational changes can shift public 

obligations without legislative direction.  This governance gap jeopardizes predictable 

access and reliable delivery for households and businesses. 

The Commission’s ongoing call since 2008 to define the USO is shared by 

others.  In 2018, President Donald J. Trump signed Executive Order 13,829, which 

established the Task Force on the United States Postal System to evaluate the 

operations and finances of the United States Postal Service and develop 

recommendations for administrative and legislative reforms for the U.S. postal system.77  

The goal of the Task Force was to identify a path for the Postal Service to operate under 

a sustainable business model, providing necessary mail services to citizens and 

 
77 Exec. Order No. 13,829, 83 Fed. Reg. 17,281 (Apr. 18, 2018). 
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businesses, while competing fairly in commercial markets.  The December 2018 

Treasury Department Task Force report made several recommendations for 

consideration, and the majority of recommendations were directly focused on needing to 

define the USO. 

The GAO also recommends that Congress reassess and determine the nation’s 

required universal postal service level.  The Commission endorses the GAO’s findings 

and urges immediate congressional attention.  The Postal Service’s Office of Inspector 

General also calls for a better defined USO to meet financial challenges.  Other nations 

updated laws to set minimally acceptable postal service levels and manage tradeoffs 

transparently. 

The Postal Service is a government entity with statutory monopolies over letter 

delivery and mailbox access.  These privileges carry public responsibilities and 

constraints distinct from private competitors.  Debts are backed by taxpayers, and non-

postal offerings are restricted by law.  Universal service operates outside typical market 

dynamics and requires political definition of its features.  The current model expects 

self-funding while upholding a broad public mission, creating structural tension. 

Congress could task the Commission with defining and periodically revising the 

USO by regulation under statutory criteria.  This approach mirrors the 

Telecommunications Act model used with the FCC.  Notice and comment rulemaking 

would ensure transparency and robust public input.  Regulatory definitions can adjust 

over time more efficiently than infrequent statutory amendments.  Congress would set 

overarching guidelines and objectives for the USO in law. 

A clear, enforceable USO across the seven attributes will protect access, 

affordability, quality, and nationwide coverage.  Regulatory implementation by the 

Commission offers transparency, accountability, and flexibility grounded in precedent.  

This partnership will align public obligations with sustainable operations and restore 

trust and confidence in the Postal Service for the next 250 years.  The current approach 

of an undefined USO has proven unsustainable.  It provides ambiguous and ill-defined 

expectations to the Postal Service and also allows it to "self-define" the USO by making 

unilateral changes to its delivery model which has degraded service to large swaths of 
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rural America.  Almost every other major country around the planet has already long ago 

more specifically defined the USO for their citizens for this very reason. 

V. CONCLUSION 

Given the Postal Service’s severe and worsening financial situation, we as a 

nation must respond.  I do not believe that we can leave it up to the Postal Service to 

save itself.  Prior actions taken by the Postal Service have confirmed this caution.  As 

former Commission Chairman Gleiman told Congress in 1995, “We are dealing here 

with a government-granted monopoly -- a $54 billion dollar gorilla whose activities if not 

monitored closely and controlled in a reasonable manner could cause serious economic 

consequences for friend and foe alike.”78  While the numbers have certainly changed—

now an $80 billion gorilla—the Postal Service’s grim financial situation and doubt about 

its ability to right the ship have not. 

Today, the Postal Service is asking Congress for a large infusion of taxpayer 

money by authorizing an increase in its borrowing limit, just a few years after receiving 

and spending $10 billion, while also securing $3 billion in funding for electric vehicles 

and approximately $57 billion in balance sheet relief through the elimination of its RHB 

prefunding liability.  On top of that, the Postal Service elected not to pay $30 billion in 

required pension amortization payments, effectively unilaterally increasing its borrowing 

well beyond its debt limit.  In addition, the Postmaster General asked lawmakers to let it 

operate “like a truly independent entity, free from the statutory requirements and 

regulations that weigh [it] down.”79  Again, based on its proven track record of analyzing 

and evaluating prior Postal Service “Goldilocks” solutions, the Commission has offered 

cautionary warnings against allowing the Postal Service to run untethered. 

Universal service is essential to the fabric of our society, weaving us together in 

communication and commerce.  The American taxpayers deserve a Postal Service that 

 
78 Testimony of Chairman Edward J. Gleiman, Before the House Subcommittee on the Postal 

Service, Committee on Government Reform and Oversight, March 2, 1995, at 4, 
https://prc.arkcase.com/portal/filings/16865. 

79 PMG Steiner March 2026 Statement at 7. 
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is affordable and reliable, but what else do they require?  We are at a critical inflection 

point.  With modern expectations the way they are, it is imperative that we as a nation 

define the scope of the USO to set the level of postal services we need and the actual 

cost of sustaining them.  And I commit to you today that the Commission stands ready 

to be a partner with you in that effort. 
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Docket No. N2021-1 Advisory Opinion 

In Docket No. N2021-1, the Postal Service requested an advisory opinion on its 

proposal to revise the service standards for First-Class Mail and end-to-end Periodicals.  

For First-Class Mail within the contiguous United States, the Postal Service proposed to 

apply the 4-day and 5-day service standards to certain First-Class Mail that travelled 

longer distances between origin and destination.  It projected that 70 percent of First-

Class Mail volume would be subject to the proposed 1-day, 2-day, or 3-day service 

standards; approximately 21 percent of First-Class Mail volume would be subject to the 

proposed 4-day service standard; and approximately 10 percent of First-Class Mail 

volume would be subject to the proposed 5-day service standard.  The Postal Service 

proposed to apply a 3-to-6-day service standard to certain end-to-end Periodicals 

merged with First-Class Mail for surface transportation, specifying that the Periodicals 

standard would equal the sum of 1 day plus the applicable First-Class Mail service 

standard. 

The Postal Service stated that the changes were necessary because the existing 

service standards did not reflect declining mail volumes and attempting to meet those 

standards led to high costs, transportation inefficiencies, and difficulties in providing 

reliable and consistent service performance.  The changes would enable the Postal 

Service to achieve cost savings through its creation of a more efficient transportation 

network that relied on an optimized surface transportation network and the use of more 

cost-effective air carriers.  The Postal Service estimated its proposed changes to the 

service standards would generate approximately $169.5 million in net financial gain. 

The Commission found that the service standard changes would increase the 

service standard by up to 2 additional days for 38.5 percent of First-Class Mail and 7 

percent of Periodicals mail.  It also found that the proposal targeted the mail that 

consistently failed to meet the service performance goals and had the most opportunity 
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for improvement, creating the opportunity for the Postal Service to make it easier to 

meet its service performance targets.  Further, the Commission concluded that moving 

mail from air to surface transportation could potentially lead to more efficient 

transportation.  But the Commission also concluded that the proposed on-time target 

results might not be achievable unless the Postal Service also focused on 

underperforming Districts and Areas, processing “handoffs” training, and rectifying 

staffing issues. 

The Commission concluded that although the methodology the Postal Service 

relied on when calculating cost savings might appear theoretically sound, its practical 

application raised significant concerns.  Importantly, the Commission found that the 

estimated cost savings, even if fully realized, did not stand to improve the Postal 

Service’s financial position and any cost savings from extending the service standards 

would be eliminated by the additional costs associated with the growth in package 

volume. 

The Commission concluded that for the proposed service standard changes to 

be successful, the Postal Service would need to reconfigure its surface transportation 

network to ensure its trips between multiple stops and hubs are efficient.  Further, the 

Commission found that the Postal Service’s claims that customer satisfaction will not be 

materially affected by the proposed changes lacked demonstrable evidence.  Critically, 

the Commission also stated that it could not conclude that the Postal Service would see 

an increase in volumes for First-Class Mail and Periodicals.  Finally, the Commission 

questioned whether the Postal Service’s implementation of the proposed changes 

would comport with the requirements of Title 39 because it relied on assumptions that 

might not be well-founded and, where reliability and efficiency are required, it might not 

be able to successfully implement the proposed changes. 

The Commission made several recommendations to the Postal Service: 

(1) communicate realistic performance targets, (2) monitor implementation to balance 

savings and service, (3) monitor implementation to drive transportation efficiency, 

(4) gauge customer satisfaction specifically for its proposed changes, (5) allow 

transparency into ongoing feedback and consider changes due to that feedback, and 
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(6) limit the use of econometric demand analyses for purposes in which it does not 

provide meaningful results. 

Docket No. N2021-2 Advisory Opinion  

In Docket No. N2021-2, the Postal Service sought an advisory opinion on its 

proposal to lengthen the service standards by 1 to 2 additional days for approximately 

31.2 percent of First-Class Package Service volume and shorten the service standards 

by 1 day for approximately 4.8 percent of First-Class Package Service volume.  The 

Postal Service estimated the proposed change, in conjunction with the changes to the 

First-Class Mail standards proposed in Docket No. N2021-1, would produce a net cost 

savings of $42 million on an annual basis.  Because First-Class Package Service is a 

Competitive product, the Commission recognized that its oversight role in this docket 

was far more limited. 

The Commission found that the Postal Service assumed a number of factors 

necessary for successful implementation that it could not demonstrate, such as a 

successful operational implementation, achieving consistent and reliable service over 

time, reasonable assumptions about customer demand, and its ability to actually 

achieve modeled efficiencies.  Further, the Commission concluded that while the Postal 

Service would be better able to meet its service performance targets after the proposed 

changes, its use of FY 2020 data to estimate service performance impacts might prove 

to be unreliable. 

The Commission further found that the Postal Service’s estimates of the savings 

it would achieve as a result of the proposed changes might be inflated.  The 

Commission expressed its concern that the Postal Service failed to adequately develop 

the charter carrier and network distribution center optimization cost estimates 

supporting several of the underlying cost assumptions.  The Commission observed that 

the Postal Service’s ability to achieve these cost savings as heavily reliant on its ability 

to achieve the cost savings related to the changes to Market Dominant First-Class Mail 

letters and flats proposed in Docket No. N2021-1.  And even if the estimates are 
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accurate, the Commission concluded that the proposed changes would not substantially 

affect the Postal Service’s overall financial condition. 

Additionally, the Commission expressed its concern that flaws in the Postal 

Service’s transportation model could diminish its reliability.  Specifically, the Commission 

concluded that the Postal Service oversimplified assumptions, reduced complexity of 

business rules, and modeled a baseline trip structure that was more efficient and not 

representative of the realities of the Postal Service’s network.  Once the Commission 

accounted for these flaws, it found that the proposed changes would not likely be as 

beneficial as projected.  Further, the Commission observed that the baseline network 

used by the Postal Service was more optimized than its current network, resulting in 

potentially inaccurate or unachievable projected cost savings and network impact 

projections.  The Commission also concluded that the Postal Service’s ability to 

maintain volumes of its First-Class Package Service product might be difficult in the face 

of increased competition in the package market. 

The Commission made several recommendations to the Postal Service: (1) set 

realistic interim service performance targets, (2) develop a rigorous analytical 

methodology to identify the changes in costs that will result from implementing its plan, 

(3) gauge customer satisfaction specific to the implementation of its proposed changes, 

and (4) engage stakeholders in a continuing dialogue regarding the effect of 

implementing its proposed changes and potential mitigation measures. 

Docket No. N2022-1 Advisory Opinion  

In Docket No. N2022-1, the Postal Service requested an advisory opinion on its 

proposed changes to revise the service standards for its Retail Ground and Parcel 

Select Ground products from the current 2- to 8-day standard to a 2- to 5-day standard 

to correspond with the service standard for First-Class Package Service proposed in 

Docket No. N2021-2.  The service standards would apply to all Retail Ground and 

Parcel Select Ground products except for those that were sent to or from domestic 

locations outside the contiguous United States, packages containing hazardous 

materials, and live animals shipped by Retail Ground.  Similar to Docket No. N2021-2, 
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because the request involved Competitive products, the Commission recognized that its 

oversight role was limited.  The Commission made three general findings.  First, it 

concluded that while the proposed changes would result in reducing the number of 

times Retail Ground and Parcel Select Ground products were handled during 

processing, the Commission was concerned that it might increase the need for manual 

processing and staff availability for facilities not meeting standards already, which could 

lead to delays in processing, transportation operations, and result in cost increases. 

Second, the Commission concluded that the Postal Service was unable to 

demonstrate when the transportation efficiencies it stated it would achieve would 

actually materialize, which diminished the reliability of the transportation cost savings 

presented by the Postal Service because they were based on numerous assumptions, 

several of which seemed unrealistic.  Third, the Commission found that while the 

proposed changes could potentially meet customer market demand and provide 

enhanced service to those customers shipping larger packages, the Postal Service 

failed to provide any research it performed targeted at current customers of the two 

products. 

The Commission made the following recommendations: (1) the Postal Service 

should design a timeline that includes the incremental changes the Postal Service 

intended to make to the processing network operations and how those changes would 

contribute to a more efficient shape-based processing network set forth in the DFA Plan, 

(2) the Postal Service should create a plan to monitor each of the incremental network 

changes so that it can learn from prior changes when instituting future changes, (3) the 

Postal Service should conduct more robust market research into the market segments 

the upgraded Retail Ground and Parcel Select Ground would attract to better 

understand whether the proposed changes would negatively impact contribution for the 

products, (4) the Postal Service should design and implement a plan to monitor the 

impacts on its proposed plan, especially for those who actually use the products, are 

price-sensitive, and for large-sized business mailers, and (5) the Postal Service should 

develop a plan to monitor volume diversion, if any, from Priority Mail or other impacts on 

other products. 
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Docket No. N2024-1 Advisory Opinion80 

In Docket No. N2024-1, the Postal Service requested an advisory opinion on 

several proposed changes, including changes that evolved from prior DFA Plan 

initiatives.  In this iteration, the Postal Service intended to create a nationwide network 

of regional processing distribution centers (RPDCs) and local processing centers 

(LPCs) that consolidate and reduce transportation lanes among facilities.  The Postal 

Service also intended to implement a Regional Transportation Optimization (RTO) 

initiative on a nationwide basis that results in a delay in processing some outgoing mail 

volume.  Specifically, the RTO initiative would eliminate the end-of-day collection at Post 

Offices more than 50 miles from an RPDC.  Instead, mail would be collected the next 

day.  Overall, the goal of RTO was to reduce trips and increase mail volume per trip.  

Finally, the Postal Service proposed revising its service standards to align with these 

initiatives, slowing service standards for some locations and excluding Sundays and 

holidays as transit days.  In addition to operating efficiencies, the Postal Service stated 

that its proposed changes would result in estimated cost savings of between $3.6 billion 

and $3.7 billion annually once these initiatives were fully implemented.  

 
80 Prior to the Postal Service’s request for an advisory opinion, the Commission initiated a Public 

Inquiry docket to examine the network changes associated with the DFA Plan.  See generally Docket No. 
PI2023-4.  Over the course of the proceeding, the Commission inquired about the network realignment, 
the transportation optimization initiatives, and other developments.  Noting that service issues were being 
reported in areas where DFA Plan initiatives were being implemented, the Commission directed the 
Postal Service to show cause as to why an advisory opinion was not warranted for the initiatives.  See 
Docket No. PI2023-4, Order Directing Postal Service to Show Cause or File a Nature of Service 
Proceeding Regarding Certain Delivering for America Initiatives, April 26, 2024 (Order No. 7061), 
https://prc.arkcase.com/portal/filings/128606.  With more information about the impact of these changes 
being found in other proceedings and for more efficient administration of proceedings before the 
Commission, the Public Inquiry docket was closed in November 2025.  
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In its advisory opinion, the Commission found that the Postal Service’s proposal 

relied on defective modeling, overly optimistic financial and cost saving projections, and 

unclear timeframes for rollout of the changes.  The Commission found that service 

performance decreased significantly in areas where the proposed network changes had 

been implemented.  In addition, the Commission found that the proposal was likely to 

have a significantly negative impact on certain mail products and rural communities 

across the country.  For example, the Commission’s analysis showed that, for Single-

Piece First-Class Mail (such as individual letters and postcards, the type of mail most 

likely to be used by a household), 49.5 percent of ZIP Code pairs will experience 

downgraded service.  In some cases, the expected delivery for a portion of Single-Piece 

First-Class Mail will extend to 6 or more days.  The Commission warned that the total 

projected cost savings, even if fully realized, represented only about 4.4 percent of the 

Postal Service’s operating expenses.  

The Commission concluded that it supported the Postal Service’s goals of 

financial stability and service excellence, but it could not support the proposed changes.  

The Commission urged the Postal Service to reconsider whether the “speculative, 

meager gains from this proposal outweigh the certain downgrade in service for a 

significant portion of the nation.”81 

Nonetheless, the Commission provided specific recommendations on how the 

Postal Service could better prepare for the successful implementation of the changes, 

including developing data-driven models, analyzing certain data to determine if 

productivity improvements are achievable, and using tracking metrics to determine the 

success of its initiatives as they are being implemented.  The Commission strongly 

advised the Postal Service to closely monitor the impact of its proposed changes on 

customers and to modify its plans and take immediate mitigation measures if service 

impacts were greater than expected. 

In response, the Postal Service dismissed the Commission’s opinion as “a 

completely one-sided narrative that unjustifiably ignores or dismisses as unlikely to 

 
81 Docket No. N2024-1, Advisory Opinion at 10. 
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occur all of the positive benefits of the proposal; at times misrepresents or 

misunderstands the Postal Service’s plans; and characterizes the service impacts in a 

way that lacks any sense of context or proportion.”82  The Postal Service started 

implementation of its proposed changes in 2025, shortly after the Commission issued its 

Advisory Opinion.

82 Response of the United States Postal Service to Advisory Opinion of the Postal Regulatory 
Commission in PRC Docket N2024-1, February 20, 2025, 
https://about.usps.com/newsroom/global/pdf/2025-02-20-ao-response.pdf. 
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Commission and the Government Accountability Office in recommending that Congress should 
consider reassessing and determining the level of universal postal service the nation requires and 
how that can best be funded.  
 
Questions and Answers regarding this Temporary Conditional Waiver follow this Press Release. 
 

### 

The Postal Regulatory Commission is an independent federal agency that provides regulatory oversight of the Postal Service to ensure 
transparency and accountability and to foster a vital and efficient universal mail system. The Commission is comprised of five presidentially 
appointed and Senate-confirmed Commissioners, each serving a six-year term. The current leadership of the Commission includes Vice Chairman 
Robert Taub and Commissioners Tom Day, Ann Fisher, and Ashley Poling. Follow the PRC on LinkedIn.  
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FREQUENTLY ASKED QUESTIONS FOR 

Order Granting Temporary Conditional Waiver Regarding  
Required Minimum Remittance 

Docket Nos. RM2024-4, RM2022-5, RM2022-6, RM2021-2 

 
Summary: The Postal Service is expected to be self-sustaining and cover costs – including 
retiree benefits – out of its revenue. However, nearly six years into the Delivering for 
America 10-year plan, intended to reduce costs and improve financial stability, the Postal 
Service asserts that it is running out of cash. 
 
The Postal Service’s claims are serious and troubling because the public relies on the mails.  
 
To provide breathing room and flexibility for the Postal Service to execute its financial 
contingency plans, the Commission, on its own motion, grants a temporary conditional 
waiver of its rules allowing the Postal Service to use billions of dollars of additional 
revenue for operational expenditures that would otherwise be required to pay for 
statutorily mandated retirement payments. This additional revenue comes directly from 
the Retirement Obligation Rate Authority that the Commission has authorized the Postal 
Service to generate since 2021. The Commission is only temporarily waiving its rules, and 
its actions do not alter the statutory payment obligations. 
 
In the meantime, the Commission continues to consider a petition from the Postal Service 
seeking a repeal of these same rules requiring that it pay minimum amounts annually 
toward outstanding retiree benefits. Over the last decade, the Postal Service has frequently 
failed to make the statutorily required payments for outstanding retiree benefits, and in the 
last four years, the Postal Service has only made some payments toward the minimum 
amounts required by the Commission’s rules.  
 

 
Q. What is the Postal Service’s request? 
A. The Postal Service has asked the Commission to repeal Commission rules requiring the 
Postal Service to use additional revenues that the Commission has authorized the Postal 
Service to generate since 2021 for statutorily mandated payments related to retiree 
benefits.  

Q. How did we get here? 
A. The financially troubled Postal Service has long defaulted on required payments for 
certain retiree benefits.  



The chart below displays the total amount the Postal Service paid OPM per fiscal year from 
2021 to 2025 for statutorily mandated payments related to retiree benefits (blue) 
compared to the total amount for which the Postal Service defaulted (orange).  

 

 
The chart below shows amounts that the Postal Service failed to pay from 2012 through FY 
2020. Those amounts include payments to the Retiree Health Benefits Fund, the 
amortization payments for the supplemental liability for the Postal Service’s portion of the 
Civil Service Retirement Pension, and the amortization payments for the supplemental 
liability for the Postal Service’s portion of the Federal Employees Retirement pension.  

 

Postal Service Defaulted Payments to OPM 

 

 



Q. Has the Postal Service received financial relief previously? 
A. The Postal Service has received extraordinary financial relief from Congress and the 
Commission in recent years, including in 2022 when Congress eliminated all of the Postal 
Service’s past-due obligations for the approximately $57 billion in missed payments to the 
Postal Service Retiree Health Benefits Fund. 

In 2020, the Commission granted the Postal Service several additional types of authority to 
raise rates beyond inflation on Market Dominant products (e.g., letters). This included the 
Retirement Obligation Rate Authority, which was conditioned on the Postal Service using 
revenues generated by that authority to make minimum payments toward certain retiree 
benefits.  

Starting in 2021, the Postal Service used the maximum amount of its authority to increase 
its rates and has complied with the Commission’s rules requiring revenues produced by 
these rates to be used to make minimum payments toward certain retiree benefits, even 
though the Postal Service has failed to make the full payments required by statute.  

The chart below shows all rate authority used by the Postal Service, including the new rate 
authorities granted above inflation. 
  

 

Notes: “CPI-U” means the rate authority generated based upon changes in the Consumer Price Index for all Urban Consumers 

(CPI-U), authorized pursuant to 39 C.F.R. part 3030, subpart C.  

“Density” means the density-based rate authority authorized pursuant to 39 C.F.R. part 3030, subpart D.  

“Retirement” means the Retirement Obligation Rate Authority authorized pursuant to 39 C.F.R. part 3030, subpart E.  

“Non-Compensatory” means the additional 2 percentage points of rate authority per fiscal year for each non-compensatory 
class of mail, authorized pursuant to 39 C.F.R. part 3030, subpart G. This authority was available to and exhausted by the Postal 



Service for Package Services in Docket Nos. R2021-2 and R2022-1 only. This authority was available to and exhausted by the 
Postal Service for Periodicals in Docket Nos. R2021-2, R2022-1, R2023-2, R2024-2, and R2025-1.  

Source: Postal Regulatory Commission, Rate Authority Granted Over Time, Rate Auth. Dashboard. 

 

The chart below displays the changes in price to a one-ounce First-Class Mail stamp over 
time, an example of the Postal Service’s consistent and maximal use of additional rate 
authority.  

 

 

 

Q. What has the Commission decided to do?  
A. The waiver follows the Postal Service statement that it is facing a liquidity crisis and 
seeks repeal of the Commission rules dictating how these revenues may be used. The 
Commission has granted the Postal Service a temporary partial waiver of Commission rules 
requiring the Postal Service to use certain revenues for statutorily mandated payments for 
retiree benefits. However, to use this waiver, the Postal Service must satisfy certain 
conditions.  

Q. What are the conditions of the waiver? 
A. The Postal Service must notify the Secretary of the Treasury and the Commission each 
year it decides to use the waiver. 

Q. How long is the waiver in effect? 
A. The waiver is scheduled to expire at the end of September 2030 unless the Commission 
rescinds it earlier or extends it. 

Q. Will the Postal Service be allowed to raise its rates as a result of this waiver? 
A. No. This waiver does not raise rates or impose a rate increase. It only temporarily 
changes how the Postal Service can use certain revenues it is already generating. 



 
Q. What is the practical effect of this waiver? 
A. While the waiver is in effect, if the Postal Service chooses not to make the minimum 
payments required by the Commission’s rules, the Commission will not revoke the 
authority that it previously granted to the Postal Service for generating revenue to make 
the minimum payments. Thus, the Postal Service could use the revenue generated by this 
authority for other purposes, such as operating expenses and capital investment, without 
risking adverse Commission action. 
 
Q. How will the waiver affect the Postal Service’s finances? 
A. Over the full scheduled term of the waiver, the Commission will provide significant 
financial flexibility for the Postal Service by lifting restrictions on how it may use 
potentially $15 billion – approximately $2.4 billion in FY 2026, and potentially more than 
$3 billion per year for the remaining duration of the waiver.  

Q. How does the Commission’s decision help the Postal Service’s financial condition? 
A. Waiving restrictions in the Commission’s rules gives the Postal Service some breathing 
room and flexibility to repurpose revenues to execute its financial contingency plans. 
The Commission urges all stakeholders to treat the breathing room provided by the 
Temporary Conditional Waiver as an opportunity to work toward meaningful and lasting 
change. In particular, the Commission urges Congress to use this time to address the 
underlying issue highlighted by the Commission and the Government Accountability Office 
(GAO) in recommending that Congress should consider reassessing and determining the 
level of universal postal service the nation requires and how that can best be funded. See 
December 2025 GAO Report at 1. 
 
Q. Can the term of the Commission’s waiver be extended?  
A. Yes. 
 
Q. What happens if the Postal Service’s finances improve or Congress passes 
significant postal reform before the waiver expires in 2030? 
A. The Commission will continue to closely monitor the Postal Service’s financial stability 
and reserves the right to rescind, modify, or extend this waiver based on changing 
conditions. 
 
Q. Does the waiver affect the Postal Service’s statutory obligations to make payments 
to fund retiree benefits? 
A. No. The Commission’s order only waives the Commission’s rules and does not change 
the Postal Service’s statutory obligations to make payments to the U.S. Treasury 
Department for the unfunded portion of its retiree benefits. Nothing in this waiver prevents 
the Postal Service from continuing to make its statutorily required retiree benefit payments 
in any amount.  
 

 



 
 

 

APPENDIX D 
 

BLOOMBERG ARTICLE 
 
 
 

Regarding Postal Service statements of running out of cash and that it will soon 

no longer pay its bills, these are not new assertions as this Bloomberg Businessweek 

article “The End of Mail” from exactly 15 years reads as if it could have been written 

today.  The underlying and fundamental unaddressed problem remains the same: The 

nation needs to specifically define the Postal Service's basic public service mission: 

what is the universal service obligation and how can that best be funded? 


















