
July 8,2005 

The Honorable John M. McHugh 
Member of Congress 
House of Represerrtatives 
Washington, OC 205153223 

Deer Congressman McHugh: 

As requhd by 31 U.S.C. 9720, we am s u b m i  a report of the actions we plan to take in 
response to the mmmendations that were contained in the Government Accountability Office 
(GAO) report ad April 8.2005, titled U.S Postal Service; The Service's S m  fior Realbnlna Its 

il M a J n f r a s t r u c t u r e  ClarStv. Criteria. and AccountaW (GAO-03-261). 

The GAO report found that several mapr changes have affected our mail plocesshg and 
distribuOon operations, including marke@he changes such as. declines in F i i C W  Mail and 
increased competition: increased a&matbn and mail proasstng by rnallen; ard shifts In 
population demographics. The effects of these chenges include excess c a m  in the meil 
processing and distrlbutlon Infrastructure and varlatkns In productivity mong plants. 

In recent years. the pace of change alfecting Um Postal Service has accelerated due to the 
ubiqudy of compubr-basaJ awnmunications, both for business and personal use. Ths has 
resulted in declining singlepiece First-CW Mal volumes. Another fedor, autometion in the 
mailing industry ha6 given largtacale commerdd mallws bdh the abll#y. and Wlh worksharing 
discounts. the incentive to entew their bulk Wings much closer to the delivery destination within 
our network. Both of these facturs, among others, have crealed various ranges of excess 
capacity in wr mail processing ptants and ifanspatatan network. For example, wr Bulk Mail 
Center (BMC) network consists of 21 very large f a a i  cum% the country that were originally 
intended to handle parcels and mail In sacks when bulR h the early 1970's. Thk was In the era 
befaPe automatian and worksharing d i ,  when vb(ually all mail endered into the postal 
system at lhe post office dossst b its pointof-creatian and w e d  end-bend on Postal Service 
provided transportation to Its deDvery post office. The situation we are Canltonting with the BMC 
network is illustrative of the iesuee we are dealing with natiomrvide - aging facilities in need of 
substantial physical repairs, upgrades in processing equipment. and the development of a 
transportation system thet caplures and b u b  on the costefficiencies of mailers providing a 
larger portion d lhe mall movement. The questbn becomes. in its simplest terms, ttow do we 
rebuild and realign the system whik we continue to proce6s and move 650 millbn pieces of mall 
every day? 

To ensure that the Postal Sewice contimm to deliver on the universal service commitment the 
Amerlcan puMlc has come to expect, our processlrq network has to be effcient, affordable, and 
flexible. To acunndish this. we have succesdW ratbrralized and adiusOed ow nebvork to 
achieve efficiencies and cobt reductions whersv& possible. The i n k k e s  announced in the 
2002 Transfwmation PLan have yiekied tremendous results. Thus far. costs have been reduced 
by over S4 b i i ,  the carew w o h  has been trimmed by over 80,600. and customer 
satisfaction and orrtkne ddkrery across aU product dl- are at all t h e  highs. 
However, there sre stid opgorhmitits. 



Going forward. one of the k y 8trstrPgies in the aes of mail processing and transportation network 
realignment is to migrate to a network lb t  is more dosely aligned to the cunwi and future needs 
of the markstpbce. Through the continuing apphcation of notwork optimirotion we can respond 
to the cheliengea of dedlning nrail volumes, an aging processing hfmhcture, transportatioh 
network redundandes. and opera" hefficlendes. A Abxlble logistics network that produces 
the kwest camMned cost far cusbmers, increases operational emciencies. and.imgrwes the 
consistency of our service will be developed. 

GA088 R e c a m m n s  
To enhanoe the transparency of our dccisbns related to realigning our ma1 processing 
infrastructure and hnspwhtion network. GAO recommended that we establish a mt of criterie 
for evaluating redigwnent d e c i s i  and a mechanism for Morming stakehddew as dectslons 
are made. To enhance accountability for these decisbns. we should devebp a proms6 for 
implementing Ihese dedskns that indude8 evaluating and measwing the results, as well as the 
actual costs and savings resulting from thetm decisions. 

Recommendstian 1: Establish criteria fw evrluatlng ndignment decisions. 
There are three key criteria we win use in evaluating redignment decisions; 

Capacity: We have analyzed our current network and identkl the areas d excess 
capacity. The future network dmgn will be focused on minimizing the amount of excess 
capacity in ow rmlwofk by better uaZzihg w r  facilities and equipment 

Cast: Our objecrive is to minimize averdl network a x t  by ad)ueting our proces6ing and 
transportation capacities in alignment with worksharing opportunities for the mailing 
industry. We are in the process d anatyzing the impact esch f s d l i  has an overall 
network mst, lndudhg both fmd and operatioMl costs. and wR use this information to 
make the mast emmnical decidms. 

Site-Spe& Factors: Consideration is given to other facilii-specifi factors such as age, 
condtbm, size d the facility. stehw of leeses. impact on the local mmunily, proximity to 
airports and tugtways, as wen as &er nrarketplace -. 

Based on the above uitetia, we will b, m&gning our processing and l r a v o n  wtwork. 
Through the standardization of fadlitRs and dkbhthn amcepts, we will atso mate a flexlble 
logistics network lhat nduus costs, increases opendiorral effedkmss. and improves the 
consistency of service. 

Recommendatb 2: Develop a mechanism ta i n f m  &akehdden. 
Area Mall Prooessing (AMP) is the amdidation of mail proobssinO functions. typically from 
.w3veral faci l is into one centrdited facility, for Me purpose af eliminating excess capaaty, 
lncreaslng operationd sltiaency, mkmg better use of sdsting space, stding, fmawshg 
equipment and transpartatbn capacities. The planning and mplemcrntetion process begins at the 
local management W. with input irom, and c m  for the views. needs and wishes d 
atakehdders in the bcal busims cammmty. mailers. empkyees and their union 
represecltetives. and locd elected dficials. Pmpasde am men rwriewed at the area and 
headquarters level to ensure they amfom b the AMP guidelines and, very m n t t y .  that any 
wtstmdii stdcahdder concerns ae appr- addmswd. When 0 t h  network changes - 

that do not involve a m  procesdng COlrSDlidaUons are being ansidsred, we will consult with the 
key stakeholders about our intended changes and b e  impad of aur plans. 

R e c o m m o n  3: Dovebp 8 process to implement reaUgnmmt dociiions. 
Exislmg AMP processes have a posth- review requirement fdbwing any 
mnfinlirlatim FN nthar rmn-AMP eh- thst ru?nulm an inradmPnt will 11- w ~ r  erictinn 



investment processes to obtain fundii  apprwal and to track ow physicd infrastructure programs 
in the future. This includes bdh projects that meet the requirements far a f a d  Decision 
Analysis Report (DAR), as well as those outside the scope of Ule DAR. These processes ensure 
the devebpmwrt and analysis of accurate cost and s;wings infonnahion to evaluate the viability of 
speclflc programs. In addition. the processes prarlde a mechanism to tradt actual post- 
impbmtntatioll pcrliomrana. 

Because of the constant changes h the mailkg industry and techrobgy, our only realistic course 
is to continuously examine the nehrvlwk b r  opportunrtiee for further efficiencies, while 
standardizing the best operational practices. to ensure that our physicd and human resources 
are used in the most effeclive manner possible. 

In condusion, we have all the components aligned b objectively make. evaluate. communicate 
and review our infm- and n e m  realignment dedsions. Ow v is i i  % to build a flexible 
network composed of care distribution and airlsuface transfer centers that will enable us to keep 
our mail pmcessinO end transportation netwarks effident, while enhancwlg the avalabifity of 
workshare partldpatkn. In doing so, we WM ensure that we provlde the lowest combined cost to 
our witomem. 

If you or your staff would tike to d i  any of these comments further. I am available at your 
convenience. 




