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Our View: US Postal Service says it's
bankrupt
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Now it's the US Postal Service that's basicallykbapt. It lost $3.2 billion in the second
quarter of this year. It's unable to make a $5l®bipayment Aug. 1 for its retiree health
account for 2011 and could miss another $5.5 biljayment Sept. 30 to cover 2012.
Missing the 2011 payment "wouldn't directly affgsetvice or (USPS') ability tpay
employees and suppliers,” reported the Wall Streetnal. So, junk mail still will choke
your mail box.

The problems with the USPS are obvious. The prirbasiness, delivering first-class
mail, has largely been by superseded by email. &gcllelivery largely was taken over
by Federal Express and UPS, two private firms dioad better job even though they have
to pay taxes, unlike the USPS, a nonprofit indepahdovernment agency.

A third problem is that the USPS still operatdsg Imany government agencies at all
levels, on a "defined benefit" retirement modeltiiRe employees get pension and
medical benefits, no matter the cost, with taxpsgeipposed to pick up any unexpected
expenses.

By contrast, in the private sector, almost eversiess has switched to "defined
contribution” plans, in which employees pay inté04 (k) or similar retirement fund or a
medical savings account. The employee investsdah&ibutions, and the benefit depends
on how well the investments perform. The companyi¢tvcan opt to match employee
contributions) — and taxpayers, for governments tiaze adopted defined-contribution
plans — are not on the hook.

"l operate on the assumption that the federal gowent can do whatever it wants with
the Postal Service," said Tad DeHaven, a budgéystnaith the libertarian Cato
Institute and has written extensively on the USRS.the federal government's
business — literally. There are no good optiongHer

As the Journal article noted, in April, the US Sernaassed a bill "that largely shores up
the agency's finances by returning an estimated$dilion overpayment made into the
federal employee pension system," separate frometiree health plan.



The US House of Representatives isn't expectedtk an reform until it returns from
recess in September. According to the JournalHthese reform "would require the
agency to operate more like a business, in paselijng up a panel to reduce the network
of post offices.” But rural representatives arenear about local post office closures.

The obvious solution is privatization, which actyavas advanced in the final months of
the Reagan administration in 1988. Subsequent astnations have had no interest in
privatization. Mitt Romney, the presumptive Repoal nominee for president, hasn't
talked about it — although it has been advancedngyof his economic advisers, Kevin
Hassett.

The American Postal Workers Union, with 330,000 rbers, is affiliated with the AFL-
CIO, a top ally of President Barack Obama. Thosekay voters in November.
Wednesday, as reported on the APWU website, urioesident Cliff Guffey (blasted)
House Republican leaders for their 'utter failarsalve the nation's problems.™

It looks like this is another problem that won't"selved” except by Congress mailing
the bill to taxpayers.



