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Part II: 
Postal Banking Is a Risky Venture 
for Which the USPS Is Ill Suited
Consumer banking is an inherently complex enterprise. Successful risk 
management of assets and liabilities is a highly specialized skill honed over 
decades and demanding seasoned judgment. A bank that fails at this most 
fundamental task cannot continue to serve its community.

But successful banking goes well beyond management of credit and interest 
rate risk. The modern banker is a technologist as well as a lender and 
portfolio manager. The security of consumer financial data is under constant 
and evolving threat. A banker must stay abreast of innovations in payments 
to satisfy consumer expectations. Regulatory compliance has become more 
complex each year. These challenges consume management resources. 
There’s too much at stake to get it wrong.

In this installment of our series, we argue that USPS simply does not 
possess the know-how to succeed at banking, that legislative mandates 
would undermine revenues, and that the agency would likely fail at the 
twin objectives of postal banking: Increasing access for the unbanked 
and generating revenues to support postal operations. It’s a model 
designed to fail.

POSTAL BANKING WOULD DRAIN SCARCE REVENUE FROM 
CORE USPS OPERATIONS
The Postal Banking Act, introduced by Senator Kirsten Gillibrand in the 
last Congress (S. 4614), would authorize USPS to offer a suite of banking 
services: small dollar loans, checking and interest-bearing savings accounts, 
transaction services such as debit cards, ATMs, mobile banking, remittances, 
and other services. These services would be funded by USPS.

Postal banking would create revenue losses estimated to run hundreds 
of millions annually, jeopardizing the viability of USPS’s core mission and 
ultimately putting taxpayers at risk. Consider:

• Under the Postal Banking Act, the postal bank would be required to pay 
interest on savings accounts comparable to what a commercial bank 
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pays, 100 percent of FDIC’s weekly national rate. At the same time, 
the postal bank would charge interest on loans at a rate well below 
rates charged by private financial institutions. The postal bank would 
be required to charge interest on loans, inclusive of fees, at a rate that 
does not exceed 101 percent of the Treasury 1-month constant maturity 
rate. This is what the government pays on short-term risk-free debt.

• If the postal bank were operating today, it would pay interest on savings 
at a rate of .04 percent and collect interest on small dollar loans at a 
rate of .05 percent. A net interest margin of .01 percent.

• These constraints, paired with the expenses a postal bank would incur, 
ensure that it would sustain significant annual losses.

• The postal bank’s expenses would include the cost of hiring new staff 
with the training and skills to provide financial services. ICBA estimates, 
based a similar asset-size commercial bank and with only 50 percent 
of postal branches offering banking service, additional employment 
costs of over $190 million annually, excluding the significant costs 
of federal health and retirement benefits. If all postal branches offer 
banking services—as advocates of the proposal recommend—additional 
employment costs would be much more than double that figure 
because USPS would lose the value of selectively choosing locations 
based on high branch traffic.

• A postal bank would incur multi-billion-dollar startup costs. It would 
require the significant upfront capitalization costs that any de novo 
bank incurs. Moreover, initial costs would include physical infrastructure. 
A postal branch cannot be converted to a bank without considerable 
upgrade to accommodate security and technology. We estimate these 
costs at between $2 billion and $8 billion, assuming that only 50 
percent of postal branches accommodate banking. If all postal branches 
offer banking services, we estimate the costs would exceed $15 billion.

• We estimate small dollar loan loss rates at six percent, based on default 
rates of payday lenders and other alternative providers of small dollar 
loans. It is not clear what debt collection practices USPS would use—
wage garnishment, liens, vehicle repossession. Failure to collects debts 
would increase losses and further imperil the finances of the USPS.

• Based on the ongoing expenses and revenues listed above, we 
estimate that a postal bank would incur annual losses in the hundreds 
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of millions of dollars, requiring a subsidy paid from funds that would 
otherwise fund core USPS operations.

Even this causal analysis shows that a postal bank would lose revenue 
and could only be supported by a substantial subsidy. A postal bank 
subsidy would come from the USPS, which is already struggling to reduce 
its operational losses. The agency has lost an average of $6.4 billion per 
year since 2008 and, even without the prefunded retirement mandate, 
has outstanding liabilities of $20 billion. To reduce expenses, USPS is 
considering lowering service standards—deliberately slowing the pace 
of mail delivery. In 2020, $10 billion was appropriated for USPS through 
pandemic relief legislation. Billions more are being considered through 
infrastructure legislation. Postal banking subsidies would only increase the 
need for USPS appropriations. The agency must not become a money sink 
for taxpayer dollars.

DATA SECURITY RISK RAISES THE STAKES
• Banking is one of the most targeted sectors in America for cybercrime 

and fraud. As criminals continue to probe for weaknesses, banks 
continue to learn better and more effective ways to defend consumer 
financial data. This is a full-time job and highly specialized skill with an 
ongoing investment in new technology and continuing training.

• To succeed at data security, a bank must constantly adapt to evolving 
threats. Banks only succeed based on years of experience and the long-
term partnerships they have built with their customers, communities, 
vendors, and governmental partners.

• A postal bank would have to create data security from scratch. A 
security failure would expose the financial data of millions of customers, 
breaching their privacy and making them vulnerable to identity theft and 
other forms of fraud. A data security failure would also be costly for the 
USPS, which would be required to cover fraud losses.

• Banking is not a business that can be entrusted to just any startup, 
including an agency such as the USPS.
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THE POSTAL BRANCH NETWORK IS A FLAWED ARGUMENT 
FOR POSTAL BANKING
Proposals for postal banking rest primarily on the USPS branch network, 
suggesting that it would reach more underserved “banking deserts.” This 
premise is false. The USPS’s geographic footprint does not provide a 
substantial advantage within a highly crowded financial services market.

• Our analysis finds that commercial banks branches outnumber USPS 
branches by nearly 3 to 1. There are roughly 31,000 postal locations in 
the U.S. Commercial banks maintain nearly 87,000 locations. In addition, 
there are some 21,000 credit union locations as well as a network of 
470,000 ATMs.

• Of course, what’s important is not only the number of branches but 
their distribution and reach into lower-income communities. This too 
does not support postal banking. In the most at-risk American counties 
based on average income, households below the poverty line, and 
unemployment, community banks have a higher branch presence 
than the USPS.

• Community banks also have a higher branch presence in almost every 
type of majority-minority locality. The exception being Native American 
and Asian American-majority counties.

• There are sparsely populated areas that do not support bank branches 
but do have postal branches in conformance with USPS’s mandate 
to serve all areas. These areas are middle income rather than 
lower income.

• For these hard-to-reach areas—and for any community at risk of being 
unbanked—technological access to banking services is a better solution 
than postal banking. (More on this theme in Part III of this series.)

WOULD USPS ULTIMATELY FRONT FOR PRIVATE SECTOR 
MEGABANKS? OVERSEAS EXAMPLES SUGGEST SO

• As argued above, USPS is ill suited to manage a postal bank. This 
raises the likelihood that USPS would ultimately contract with private 
sector megabanks to rescue a failed initiative. USPS would provide 
branch space and branding for what in reality would be a government 
sponsored megabank.
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• No one should want this outcome. Megabanks have a poor record of 
consumer satisfaction and have incurred numerous fines in recent years 
for abusive consumer practices. Moreover, a megabank partnership 
would entail collecting deposits in one community, perhaps a low-
income community, and deploying them in another community. 
Exporting deposits is the megabank model.

• In 2020, it was reported that JPMorgan Chase was in discussions with 
USPS to lease space in postal branches and secure the exclusive right 
to solicit USPS customers. Most postal banks in economically mature 
countries, which postal bank advocates point to in support of their 
proposal, have adopted the partnership model. This is true in Germany, 
where the postal service has partnered with Deutsche Bank and in the 
United Kingdom, which has partnered with Bank of Ireland. Norway 
and the Netherlands have gone further and sold their postal banks to 
private banks.

• Congress should be realistic about how postal bank proposals are 
likely to evolve. Experience in economies similar to the U.S. provides a 
strong indicator.

POSTAL BANKING IS NOT THE ANSWER
Banking is a complex business that requires a massive investment in training, 
technology, compliance, and capitalization. Postal banking proposals are 
predicated on unfounded assumptions: First, that banking services would 
create a new revenue stream to support postal operations. Second, that 
USPS branch penetration could reach more unbanked Americans. These 
assumptions are flawed. The case has not been made for pursuing a risky 
experiment in postal banking.

ICBA and community banks urge Congress to reject such proposals, 
including a postal banking pilot program, at a cost of $6 million, that may 
be included in the 2022 Financial Services and General Government 
appropriations bill. Taxpayer dollars must not fund a pilot program for a 
postal banking model that is destined to fail.
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Other Installments in This Series

PART I
Argued that postal banking would jeopardize the core mission of USPS: 
timely delivery of the mail on which consumers and commerce depend

PART III
Considers alternatives to postal banking to reach more of the unbanked. 
Realistic, viable solutions must be based on established financial 
institutions—Community Development Financial Institutions, Minority 
Depository Institutions, community banks. New financial technologies hold 
great potential to reach the unbanked. A risky, poorly though-out experiment 
in postal banking is not the answer.
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About ICBA
The Independent Community Bankers of America® creates and promotes 
an environment where community banks flourish. With more than 52,000 
locations nationwide, community banks constitute 99 percent of all banks, 
employ more than 760,000 Americans and are the only physical banking 
presence in one in five U.S. counties. Holding more than $4.9 trillion in 
assets, $3.9 trillion in deposits, and $3.4 trillion in loans to consumers, small 
businesses and the agricultural community, community banks channel local 
deposits into the Main Streets and neighborhoods they serve, spurring 
job creation, fostering innovation and fueling their customers’ dreams in 
communities throughout America. For more information, visit ICBA’s website 
at icba.org.
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