
Most Canadians have no
idea about what’s hap-

pening inside their national
postal system. Their reliance on
it has dropped dramatically. So
has their interest in how it’s
managed or what it’s worth.

Canadian taxpayers are the
sole shareholders of the

Canada Post Corp. (CPC).
Through the federal govern-
ment, we guarantee its
loans and pension and
benefit liabilities. For that,

we own the equity in the
corporation and get

periodic dividends.
But during the last

five years Canadi-
ans have lost $4.1

billion in the
equity value of

Canada Post.
Our postal

system has
gone

from

forum
OPINION: Unprofitable Canada Post considers unpopular service options to save taxpayers money

Unable to deliver
$1.5 billion in equity in 2008 to a
negative equity of $2.6 billion last
year.

In 2008, a strategic review
panel established by the Harper
government recommended
against privatizing Canada Post.
Instead, it called for a full-scale
modernization to make it finan-
cially sustainable in an increas-
ingly online world. Harper
agreed, the corporation prom-
ised transformation and a brave
new world for itself and its cus-
tomers.

So far that hasn’t happened.
And the jury is out on whether
Canada Post will ever return to
profitability or dig itself out of the
mountain of debt acquired in
recent years. There’s even doubt
whether the option of privatiza-
tion is still available, given
Canada Post’s financial state.

In 2008, Canada Post was debt-
free and delivered a pre-tax profit
of $16i million. It had a fully-
funded pension plan, was paying
dividends and had equity of
about $1.5 billion.

Five years later, CPC’s debt has
ballooned to more than $1 bil-
lion. It’s on a path of operating
losses. It also has a underfunded
pension and benefits liability of
$5.9 billion. This “solvency
deficit” is growing by 25% a year.
And CPC hasn’t paid dividends
for several years.

It’s been clear for years that
Canada Post’s basic business
model isn’t financially viable.
The  reason it exists as a Crown
agency is to provide a universal
letter service. It was given an
exclusive privilege (monopoly)
over letter mail delivery to help
meet this obligation.

But this obligation has become
a millstone around the corpora-
tion’s neck. Every year CPC deliv-
ers about 5% less letter mail to
more than 150,000 additional
households. Per-household mail
volumes have plunged — by 23%
since 2008.

In theory, the transformation
plan was to make Canada Post’s
other businesses — marketing
mail, parcels and epost — suffi-
ciently profitable to pay for the

mounting letter mail losses. But
transaction and direct mail is
facing the same digital competi-
tion as letter mail.

CPC has borrowed $1 billion to
improve its delivery efficiency,
resulting in some savings. But
not enough to offset revenue
losses. All forms of physical mail
are a dying means of messaging.
They’re being eclipsed by faster,
cheaper more reliable online
alternatives.

Canada Post has invested
heavily in modernizing its parcel
services. Online shopping is
growing and so is parcel delivery
to convey those goods. But this
field is filled with private-sector
competitors who have lower
costs and more modern delivery
systems.

The same can be said for
epost, CPC’s online bill consoli-
dation portal. A future version of
epost is supposed to allow cus-
tomers to pay bills, get their pay-
cheques, renew driver’s licences,
pay parking tickets and enjoy a
host of other online services.

But during the last 10 years
epost has only attracted 2.5 mil-
lion regular users, hardly the crit-
ical mass needed to make CPC
profitable. Meanwhile, more
than 10 million Canadians
already pay bills, apply for credit
cards and loans online with
trusted institutions that offer
ever-evolving technology.

Faced with disappointing
transformation results, CPC
management commissioned the
Conference Board of Canada to
assess the future of postal serv-
ices in Canada. Its report reads
like a public relations discussion
paper meant to help prepare
Canadians for even more bad
news.

The Conference Board sums
up the challenge accurately. “E-
commerce is boosting demand

for parcel delivery, but house-
holds are sending fewer letters,
businesses are encouraging elec-
tronic bills, governments are
moving to direct deposit, and
advertising is moving to the
Internet.”

It argues Canada Post can
reduce losses by raising prices,
but not enough to return to prof-
itability. Armed with limited
polling data it claims, “Canada
Post is now providing a higher
level of service than is necessary.”

This leads to the conclusion
that future financial sustainabil-
ity requires a “shaping of service
to customer needs” (read: service
cuts). The report proposes four
major service modifications:
alternate-day delivery, convert-
ing all households to community
mailboxes, replacing post offices
with more franchise outlets, and
reducing speed of delivery.

The report concludes with a
dire warning. If CPC doesn’t
implement some mix of these
sweeping service changes, tax-
payers will face a “$1-billion
annual operating loss by 2020.”

Service reductions of this mag-
nitude haven’t been seriously
considered in the past because
the billions borrowed and
invested in the transformation
plan were supposed to improve
services, while also delivering
profits. That hasn’t happened. So
the only avenue left to Canada
Post is to argue that cuts in serv-
ice are an essential part of
”redefining our role in the new
economy.”   

Expect management to take
the Conference Board’s warning
as permission to consult the
public about what mix of cuts
they’d prefer. If Canada Post
reaches you, don’t forget to ask
where your $4.1-billion in share-
holder equity went and whether
reducing service will bring any of
it back.

—  R. Michael Warren is a former
corporate director, Ontario
deputy minister, TTC chief gen-
eral manager and Canada Post
CEO.
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A Canada Post letter carrier
works his rounds. 


