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Executive Summary

The Postal Service has a national conference and management training center on an 83 acre site
in the leafy Washington suburb of Potomac, Maryland. Several years ago, the Service opened the
facility to the general public for a number of hospitality-industry related activities including hotel
stays, business meetings, special events like weddings and banquets, food, and drink.

Although the facility has a postal theme with large pictures of stamps on walls, a permanent exhibit
from the Smithsonian’s National Postal Museum, and specialty cocktails named after Pony Express
riders and mail drops, its hospitality industry services really have nothing to do with the
government-owned enterprise’s core purpose of delivering non-urgent mail throughout the country.

The William F. Bolger Center’s double life raises the issue of whether a government agency should
engage in commercial activities unconnected to its government-assigned mission. The expansion
of government-owned enterprises into commercial markets is a concern because they are often less
productive, less cost effective, and less attuned to customers’ wants than private-sector businesses.

The Service could argue that it is merely putting the Bolger Center’s excess capacity to use instead
of letting it go to waste, and generating extra money to help support the agency’s other operations.

The Postal Service’s hotel and related services probably make money. The Service reports that
non-Postal-Service guests furnished nearly $6.7 million of revenue in 2004. However, profits will
be smaller than revenues. Profits equal revenues minus costs, not revenues alone. The Service
should provide data on the extra costs the Bolger Center incurs due to its non-postal customers.

A more fundament question is whether the Postal Service is putting to best use its nationwide real
estate portfolio. The Bolger Center’s excess capacity underlines the desirability of having an
independent assessment of the Service’s massive real estate holdings, with the results made public
to increase transparency and accountability.

The Postal Service carries into the hospitality industry its many government-based powers and
privileges, including numerous tax and regulatory exemptions. These indirect government subsidies
lack transparency, narrow the tax base, are unfair to competing hotels and restaurants, and hurt
overall economic efficiency. There is little justification for the Postal Service to continue to
receive preferential tax and regulatory treatment on its hospitality industry services. More
generally, the Postal Service’s government-based benefits should be reexamined on other activities
that are outside its core, government-assigned mission.



THE POSTAL SERVICE’S HOTEL WANTS YOUR BUSINESS

Just outside the Washington, D.C. beltway, the
Postal Service maintains a large conference and
management training facility, the William F. Bolger
Conference Center. Because employee training is a
sensible business practice, the Bolger Center would
hardly seem controversial. The facility, however,
leads a double life.

The Postal Service has opened the property to
the general public for meetings, special events, hotel
stays, food, and drink. "[N]estled on 83 acres of
picturesque lawns and gardens," in the words of the
Bolger Center’s web site, and located in the
exclusive Washington suburb of Potomac, Maryland,
the facility has 477 hotel rooms, 70,000 square feet
of "high technology"meeting space, and 75
"spacious" meeting rooms.1 The Center’s capacity
far exceeds the Postal Service’s own needs.

One travel guide classifies the Bolger Center as
a full-service hotel and says, "The Bolger Center is
one of the largest conference facilities in the
Washington D.C. area and offers the business or
leisure traveler the convenience of a hotel located in
a serene park-like setting. Designed with comfort and
convenience in mind..."2

The Bolger Center’s own web site claims, "The
Bolger Center will provide all the needed elements
to make your wedding extraordinary... [and] the
perfect environment for banquets, corporate outings,
family reunions, and social occasions."3 The web
site noted at one time that the Center "was recently
named Top Conference Center Hotel in the region."4

The Postal Service facility also rents hotel rooms to
individuals, and according to the Center’s web site,
rooms are available to the general public on all but
four days during the remainder of 2006.5 The web
site indicates that basic state sales tax is added to the
room rates, but not the many other taxes often tacked
onto hotel bills.

If one’s interest is food and drink, the offerings
at the Postal Service’s Bolger Center include Sunday
High Tea during part of the year, a buffet restaurant,
team-building culinary events (such as "interactive
Hors d’oeurvres parties") by special arrangement,
and the Pony Express Bar and Grill, which features
"[m]any ... menu items and specialty drinks ... named
after actual pony express riders and mail drop
locations."6 According to the Center’s web site, the
Pony Express Bar and Grill also holds Texas
Hold’em Poker tournaments on Tuesday nights and
Karaoke on Wednesdays.7

Because the Postal Service is not primarily in
the hospitality business, it sensibly allows an
experienced private-sector company, Dolce
International, to manage the non-mail-related
activities at the Bolger Center. Dolce International,
which operates 21 properties here and abroad and
has headquarters in this country and France,
"specializes in the meetings niche of the hospitality
industry ... [but] also caters to leisure travelers, [and]
individual business travelers..."8

Thousands of businesses in the United States,
ranging from very small to very large, participate in
the hospitality industry. Government statisticians
report that 10.8 million workers were employed to
provide accommodation and food services in 2004.9

Why should the Postal Service’s decision to
participate on a limited basis in this large and
important industry be noteworthy?

The explanation is that the Postal Service is not
a normal private-sector company. It is an arm of the
U.S. Government, technically designated as "an
independent establishment of the executive branch of
the Government."10 In a variety of legal cases
involving the Postal Service, courts have invariably
recognized the organization’s governmental status.
As the Supreme Court wrote in a 2004 decision,
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"The Postal Service ... is part of the Government of
the United States..."11 Members of Congress often
comment that the Service is the federal agency with
which people come in contact most frequently.

The Postal Service can defend its foray into the
hospitality industry with the argument that the
Bolger Center’s non-postal activities apparently make
money (based on the sketchy financial data the
Service has released). The Service can also argue
that this is a special case confined to one location
and that the Center is primary used as a Postal
Service facility. Nevertheless, legitimate questions
are raised when a government agency enters a field
unconnected to its government-assigned mission.
The Postal Service creates additional concerns when
it invokes its government-based powers to ignore
various taxes and regulations that apply to normal
businesses in the hospitality industry.

Background

In 1981, the Postal Service bought an 83.3 acre
property in Potomac, Maryland with the intention of
making it the site of the agency’s national
management training and conference center.12 The
property had previously been the national
headquarters for the Catholic order of the Sisters of
Mercy. The Postal Service paid $6.8 million for the
real estate, and planned to invest an additional $21.1
million for renovations, additional construction and
other expenses. The new facility, whose full name
is the William F. Bolger Center for Leadership
Development, replaced the Service’s former national
management training facility in Bethesda, Maryland,
as well as smaller training centers in Philadelphia,
Chicago, Memphis, and Los Angeles.

As the name suggests, the Potomac center
emphasizes management-level conferences and
training. The Service has another facility in
Norman, Oklahoma, its National Center for
Employee Development, that focuses on technology
training.13

The U.S. General Accounting Office examined
the Potomac purchase at the time and concluded that

it was a good business decision.14 The GAO’s only
hint of criticism was a comment that the Postal
Service might not have considered a broad enough
set of options regarding the location and
configuration of its management training center.
"[T]he alternatives the Service considered may have
made the selection of alternative B [the Bolger
Center] inevitable..."15

In the 1990s, the Postal Service opened the
facility to non-postal customers.16 By then it was
evident that the facility had substantial unused
capacity.

Currently, the Postal Service is the facility’s
main client, but a significant share of its business is
non-postal. The Service reports that 21,504 Postal
Service employees and 16,662 non-Postal Service
customers used the Center in 2004.17 In 2005,
55,310 Postal Service employees and 41,077
non-Postal customers used the Center, which appears
to be a substantial increase over 2004 levels in both
categories.18 The property also houses a Postal
Service media unit.

Points in favor of the Postal Service selling hotel,
conference, special event, food, and drink services
to the general public at its Bolger Center

If one takes the Bolger Center’s size, location,
and ownership as givens (more on this later), then
the Bolger Center’s non-postal activities can be
defended on grounds of income generation and
resource utilization.

Extra income. Often in the past the Postal
Service has entered a field, promised it would make
big money there, and later grudgingly admitted that
it had suffered losses. For example, the GAO found
in a study issued in 1998 that out of 19 new
products being developed or rolled out by the Postal
Service during fiscal years 1995-1997, few involved
traditional mail service, only one had been profitable
over the period, and collectively they had lost
$84.7 million over the period.19 In contrast, the
Bolger Center’s external business does appear to be
profitable. The Service claims that non-Postal
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Service customers provided $4.3 million in revenue
in 2001, $7 million in 2002, $7 million in 2003, and
nearly $6.7 million in 2004.20

An important caveat is that profits are probably
considerably lower than reported revenues, although
still positive. Profits equal revenues minus costs.
Because the Postal Service lists the Bolger Center’s
revenues from its non-postal clientele but not the
costs, it is unclear how much the Service really earns
from the Center’s external business. For instance,
the thousands of extra customers who visit and stay
at the Center surely increase wear and tear, which
raises maintenance costs and may require more
frequent renovations. Security costs are probably
higher as well. If any upgrades have been made to
the facility to better accommodate its thousands of
non-postal customers, the costs of those upgrades
also need to be subtracted from revenues to
determine income. The revenue numbers the Postal
Service reports are presumably net of what Dolce
International receives for managing the property’s
hospitality services, but if any additional
management fees come out of the reported revenues,
those fees also need to be deducted when computing
income.

Resource utilization. The Postal Service has
built a facility in Potomac whose capacity often
greatly exceeds the Postal Service’s own needs. It
would be wasteful to let that excess capacity sit idle
if non-postal organizations and individuals would
like to use the facility, would not impose much in
the way of extra costs, and would pay enough to
cover the extra costs. In other words, if the Bolger
Center’s capacity is taken as a given, opening the
Center to outside customers would more fully utilize
existing resources and, therefore, improve economic
efficiency.

A special case. The Postal Service can argue
that it is not making a general move into the
hospitality industry, but only taking advantage of its
training centers’ special resources.21 The agency’s
foray into the hospitality industry would have the
potential to be much larger, and therefore of greater

concern, if it were occurring at many locations
across the country. Fears of expansion for the sake
of expansion are also eased because Postmaster
General John Potter has done a very good job –
much better than many of his predecessors – at
concentrating on the agency’s core, government-
assigned mission of non-urgent letter delivery. In
contrast, for example, the previous Postmaster
General, William Henderson, once expressed the
grass-is-greener-on-the-other-side sentiment that the
agency’s government-assigned mission is an
"unrelenting marathon" with meager rewards; he
looked longingly at markets beyond the agency’s
core mission, where competitors supposedly "gladly
concentrate on short sprints with big payoffs."22

Real estate questions

For economic efficiency, valuable resources
should be put to their best possible uses. The Bolger
Center’s excess capacity does not prove that this
large and valuable property is being used
inefficiently, but it suggests the possibility ought to
be examined carefully.

While it may be less wasteful to deal with the
Bolger Center’s underutilization by opening it to
non-postal customers and activities than letting it sit
idle, other options might bring greater efficiency.
Two questions regarding the Postal Service’s past
decisions are whether it bought too large a facility to
begin with and, even if the original purchase was
sound, whether the Service later undertook too much
additional construction on the site. Looking to the
future, should the status quo be maintained? Would
it be more sensible financially to sell the facility and
relocate to a less pricey location? Alternatively,
would it be better to sell the facility but lease back
part of it on an as-needed basis? If the Service
keeps the property, does it require all 83 acres or
would placing a for-sale sign on some of that prime
real estate be a good business practice? Compared
to some of the other choices, it is conceivable that
maintaining the status quo and trying to fill empty
spaces at the Bolger Center with non-postal
customers may be very inefficient.
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As a purely hypothetical example to illustrate
this point, suppose the Postal Service were to build
every new post office 25% too large. Imagine the
Postal Service then said that it should sell retail
merchandise in the extra space rather than leaving it
vacant. It could be argued that selling something –
anything – in the otherwise empty space to make a
few dollars would be less wasteful of resources than
leaving the space unoccupied. While that might be
true as far as it goes, it would be based on a choice
between two inefficient options. In this hypothetical
example, a much better choice in terms of efficient
resource use and probably the Service’s finances
would be to build appropriately sized post offices in
the first place.

The Postal Service has a huge real estate
portfolio. In 2005, it owned 8,399 facilities, 216
million square feet of interior space, and 936 million
square feet of land.23 (These numbers exclude
property the agency leases but does not own.) Some
holdings in this vast portfolio are excess or
underutilized. An earlier IRET study had concluded
that the Postal Service might be able to raise large
amounts of money (hundreds of millions or billions
of dollars) by selling surplus properties.24 The
IRET study recommended an independent
assessment, with the results made public. The
reason to have an independent, external study rather
than an internal study is to promote objectivity and
bring in the best expertise. The study should be
publicly disclosed rather than kept under wraps to
provide transparency and accountability. The
bipartisan President’s Commission on the U.S. Postal
Service also saw the potential in the Service’s multi-
billion dollar real estate portfolio.25 The bipartisan
commission recommended an independent appraisal
of the portfolio’s market value "[a]s an essential first
step," and suggested that the Service outsource real
estate management because it is a "big-ticket"
operation that lies beyond "the institution’s core
competency" of mail delivery.26

The Postal Service, regrettably, has shown no
interest in these ideas. The Service claims it has
superb internal programs to manage its real estate
and dispose of excess property, and points out that it

generates millions of dollars through asset sales and
rentals.27 The Bolger Center with its obvious
excess capacity highlights why an independent
assessment, with publicly disclosed results, is badly
needed.

Government-based advantages

Valuable government support. As is often the
case with government-owned enterprises, the Postal
Service enjoys a variety of governmental powers and
privileges. Some of the Service’s main advantages
are that it is exempt from many federal, state and
local taxes, is not subject to numerous state and local
regulations, can borrow directly from the U.S.
Treasury at a low interest rate, possesses the power
of eminent domain, and can count on a huge annual
cash flow from its statutory mail monopoly. The
Postal Service would counter that it also has many
obligations, mostly associated with its core mission
of delivering non-urgent, hard-copy letters
throughout the nation.

The Postal Service often declares, "We receive
no tax dollars from the federal government for our
operations. We are a self-supporting agency..."28

The Postal Service is referring to direct federal
appropriations and its statement is true, with a few
exceptions.29 However, its many tax and regulatory
exemptions constitute large, indirect, and hidden
government subsidies. For example, the Postal
Service’s exemption from state motor vehicle
registration fees, its immunity from parking tickets,
and its exemption from property taxes on its real
estate holdings are equivalent in terms of the
organization’s bottom line to receiving hundreds of
millions of dollars of government appropriations
every year.30

Problems when the Service uses its
governmental powers and privileges in competitive
markets. The Service’s advantages are not confined
to its government-assigned mission. The agency
carries its special powers and privileges into
competitive markets, where it operates against
private-sector businesses selling similar goods and
services. It is in competitive markets that the
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Service’s government-based advantages are most
controversial.31

The Bolger Center was briefly in the news
several months ago when a local restaurant owner
complained that while he had been struggling for
two years to obtain Montgomery County, Maryland
zoning approval to build a banquet hall on his
property, the Postal Service has used its federal
authority to bypass the county-approval process.32

The restaurant owner also objected that the Bolger
Center is not following state and local liquor-control
laws that private-sector businesses must obey.

Montgomery County, with the support of the
State of Maryland, weighed in by sending the Postal
Service a $1.35 million property tax bill for the
current year and prior three years, but that is a
symbolic gesture because the bill is almost certainly
unenforceable.33 The Postal Service has responded
that it is subject to federal laws, which supersede
state and local laws, and that its actions are in
conformity with the powers Congress granted it
under Title 39 of the U.S. Code.34

When the Postal Service decided to sell non-
postal services like hotel rooms to the general public,
it did appear before a local planning board for a
"mandatory referral", at which the local authority
could request changes but not demand them. One
local participant noted that the Service made "a lot
of concessions ... in the spirit of being a good
neighbor" but that the Service had the final say on
which concessions to agree to and which to reject.
"[I]t isn’t really subject to county approval..."35

It is not surprising that some local businesses are
upset. They are competing against a government
enterprise that has powerful government-based
advantages and virtually no government-imposed
disadvantages in their market area (the hospitality
industry), except that as part of the government, the
Postal Service is bureaucratic and slow moving.

The government-related advantages that the
Postal Service carries into competitive markets are
also controversial because there is no strong public

policy justification for granting a government
enterprise special treatment on commercial activities
not involving its basic public service mission. In
contrast, the Bolger Center’s activities and the
special benefits the Service receives would raise
fewer eyebrows if the Center were only open to
people from the Postal Service and to mailers
attending conferences and training sessions there
because then the link to the Service’s mission would
be much clearer. The Center could also provide
meeting facilities to other federal government
agencies on an as-available basis without sparking
many complaints (assuming the Service is
reimbursed for its costs) because the link then would
be that the activities are internal to the federal
government.

State and local governments also have concerns.
A normal commercial business must obey state and
local regulations (zoning, traffic, alcohol, etc.).
However, if the Postal Service performs the same
commercial activities, it often cannot be compelled
to obey the regulations because of its federal status.
If the regulations are silly or onerous, it may be just
as well not to observe them, but in that case the
regulations should be repealed for everyone, not just
the Postal Service.

In addition, state and local governments lose tax
revenues when the Postal Service performs
commercial activities because of the Service’s many
tax and fee exemptions. To compensate for the
revenue loss, governments have to increase taxes on
remaining taxpayers, cut their spending programs, or
borrow. The tax base also narrows at the federal
level, which places federal taxpayers at risk too.
The potential revenue loss is open-ended in the sense
that if the Postal Service expands in competitive
markets, it will displace more business activity from
the private sector and remove more income, sales,
and property from the tax base.

A danger for the overall economy is that if a
government enterprise supports itself in competitive
markets by means of indirect government subsidies,
it diverts production away from more efficient
private-sector businesses. That reduces the
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economy’s productivity, which lowers output, real
incomes, and living standards throughout the
economy. This danger is especially great because
indirect government subsidies are easy to overlook
and can deceive citizen/voters into believing that
various government business ventures are less
inefficient than is really the case.

Because the Postal Service has a statutory
monopoly in its core market, another fear is that it
will charge monopoly-market customers higher rates
in order to subsidize money-losing competitive-
market products. This does not appear to be a
problem with the Bolger Center’s external activities,
however. Based on the incomplete financial
information the Postal Service has released, the
Center’s non-postal operations seem to be profitable.

The Postal Service should receive fewer
government-based advantages on its hospitality-
industry activities. When the agency moves beyond
its core purpose and sells goods and services in
competitive markets, its numerous government-
bestowed powers and privileges can generate many
serious problems while lacking a clear public policy
justification. A sensible course of action, therefore,
would be to give the enterprise as few indirect
government subsidies as possible on its non-postal
offerings at the Bolger Center, which include hotel,
conference, special event, food, and drink services.

For example, the Postal Service should have to
pay local property tax to the extent it uses the Bolger
Center for purposes not related to its core,
government-assigned mission. (Only a portion of the
property’s value would be taxed because only a
portion is used for non-core activities.) Similarly,
when the Pony Express Bar and Grill sells drinks to
the general public, the Center should have to comply
with state and local liquor laws. While it is
commendable that the bar reminds patrons of "actual
pony express riders and mail drop locations" by
giving its specialty cocktails names like Mudd
Springs, Little Sandy, Pony Bob, and Cactus
Cooler,36 that does not convert the drinks into mail-
related products. In general, when the Bolger Center
sells hospitality-industry services to the public, the

Postal Service should have to pay taxes and obey
regulations like a normal business, unless there are
cases in which doing so would conflict with its core
mission. It might be objected that adhering to state
and local laws is expensive and that some of the
laws are too restrictive, but if so, the proper remedy
would be to persuade Montgomery County and the
State of Maryland to modify their laws for everyone,
or for the Postal Service to move its facility to a
locality with more business-friendly rules.

Legislation. Congress is working on legislation
that would significantly change the legal framework
under which the Postal Service operates. (Congress
is in the process of reconciling somewhat different
bills that passed the House and Senate. The House
bill is H.R. 22, and the Senate bill, which was
formerly S. 662, is now also called H.R. 22. Both
versions are titled the Postal Accountability and
Enhancement Act.) Among its many features, the
pending legislation would remove the Service’s
explicit statutory authority to operate in non-postal
markets. Because the Bolger Center’s major use is
as a Postal Service conference and training facility,
it remains to be seen whether that legal change
would require any scaling down of the Center’s
hospitality-industry offerings. The pending
legislation would also modestly trim the Postal
Service’s government-based benefits. One of the
most significant changes is that the Service would no
longer have total legal immunity from the anti-trust
laws.37 (It would still enjoy antitrust immunity for
behavior within its statutory monopoly.) However,
most of the Service’s tax, fee, and regulatory
exemptions would remain in place, even on the
Service’s non-core products. Accordingly, the
legislation would be a first step toward the changes
recommended here, but additional legislative action
would be desirable.

Conclusion

The Bolger Center’s activities raise questions
about whether the Postal Service should be
moonlighting as a hospitality company. The Postal
Service can make a case that the facility is used the
majority of the time for mail-related purposes and
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that the rest of the time the agency is simply finding
profitable employment for underused capacity by
offering hotel rooms, a conference center, wedding
and banquet facilities, and food and drink services to
the general public. But are those proper activities
for a U.S. government entity charged with delivering
mail? At a minimum, the excess capacity points to
why it would be desirable to have an independent
assessment of the Service’s massive real estate
portfolio, with the results disclosed to the public.

Moreover, the law allows the Postal Service to
claim its full panoply of government-based powers

and privileges while offering hospitality-industry
services at the Bolger Center. Those benefits,
which include numerous tax and regulatory
exemptions, amount to large indirect government
subsidies. It would be good public policy to deny
the Service hidden government subsidies on products
that lie outside the agency’s government-assigned
mission.

Michael Schuyler
Senior Economist

This is another of a continuing series of IRET papers examining the U.S. Postal Service. IRET began its
work in this area in the mid 1990s. Norman Ture, the organization’s founder, believed that growth and
prosperity are advanced by restricting government to a limited set of core functions. From this perspective
he was concerned about the activities of government owned and sponsored businesses. The Postal Service
stands out among government businesses because of its size — it employs nearly one third of the federal
government civilian workforce — and its efforts over the years to expand.
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