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9th Pitney Bowes Leadership
Roundtable, "Enhancing The
Mailstream: Building Value
and Engaging the Industry"

The latest Pitney Bowes Leadership
Roundtable will take place in Crete,
Greece from May 21 - 24, 2006.

The program will bring together more
than 35 senior officials from postal
organizations and other industries. It
will focus on ways to add value to mail
and engage in industry partnerships
that can stimulate the use of the core
mail channel. Pitney Bowes will
present new research on quantifying
the value of mail and discussing
successful industry alliances, such as
Club Courier in France and the Mailing
Industry Task Force in the U.S.
Andreas Taprantzis, CEO of Elta, as the
host country’s top executive, will
welcome participants. Executive
Dialogue speakers include: Johnny
Thijs, CEO, De Post, Belgium; James
Runde, Managing Director, Morgan
Stanley and Markus Hottenrott,
Executive Director, Morgan Stanley.
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Pitney Bowes to Share Knowledge Expertise
at Upcoming Industry-Leading Events

10 May 2006
Pais, France

Fitney Bowes wll sponsor the Industry
Leader ship Anverd at the upconing
World Ml Avar ds. The Industry
Leader shi p Anar dr ecogni zes the
exenpl ary | eader ship of an individud
in advancing the postal and nailing
industry.

I ndustry | eader shi p acconpl i shnent s
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wniqe anindstry "firg," a oddrdea
long and sust @ ned r ecor d of imovati on
or nanagenent. Such a record nay have
been es dished inavaiay o ways ad
over a period of nore than one year,
necessil y during the preceding year, ht
far lyrecentl y. Exanples indude, bu are
mt limtedt g thefdlowng devel opnent
o nove industry per tner ships; a unique
conmitnent topostd astomers @
exenpl ary nanagenent of an institution
to bring berefit st ovarious post &
indstry st akehol der s

Aspecid pand of distingushed judges
wll d& ernmine the wnner of this awa d
fomthe nomnations receved Pas

w nner s have included H ge | srad sen
G ef Execttive Oficer, Post Dannar k
Or. Kaus Zumwnkel, Guairnan of the
Boar d of Minagenent, Deut sche Post AG
Hnar Toine, forner () New Zeal and
Post and G aene John, Minagi ng
Dred o, AdrdiaPa.

o 'h'nrld Mail & Express

Europe Confereace & Exhibition

11- 12 May 2006
Brussel s, Bel gium

* Mr. Niched J. Qitelli, Ghairnan &
(EQ Pitney Bowes, wll present
The Changi ng Boundari es Between
Postal (per & ors and Postd
Suppliers

Conference on
Postal and
Delivery
Economics

31 May - 3 Jue, 2006
Bern, Swtzerland

* Luis Jinenez (Senior Vice A esident
and Qhief Sréegy Oficer), Grydd
Seto (Sra egy Anal yst), Ana
Onsi any (Srd egy Anal yst) &
Qristian Gews (Drector, Futures
Sraey) wil present Smulating
the Inpact on Mil Vol unesd
Gener ationd Dffer ences

* $efano Gori, Vice Aresident, Goba
Mii ['ing Industry Devel opnent, will
present, In a Decade Wat Type of
Cake WII the Br opean Postd
Industry Turn Quit to Be —a Pan
Cake, aNMlleFellle or a Back
For est?

*Leon F nt sov, Htrey BowesFdlow
and Vice R esidet, International
S andar ds and Advanced Technol ogy,
wll present, ULhbundling the Ml
Sream- Ana ysis of an Imovaive
Approach to USQ
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Luis A. Jimenez
Senior Vice President

and Chief Strategy Officer,
Pitney Bowes

The future of business communication is
multi-channel - various media will be used
by businesses to communicate with
customers and partners. Mail will have a
definite place in that future. Yet with mail,
as with many other media, as soon as a
new technology arrives, the world seems all
too quick to predict the demise of all the
preceding ones.

Predictions of a new medium completely
eliminating the old one have reverberated
throughout history: radio would wipe out
newspapers; television would do away with
radio; the telephone would eliminate mail;
microfiche would make paper obsolete;
video recorders and cable television would
supplant cinema. The advent of the PC in
the 1970s and of the Internet in the 90s
brought new predictions: email would
make all physical mail obsolete and
Internet advertising would wipe out all
other media. In reality, all of these
"doomed” media have survived and
persisted. In particular, paper-based
communications appear to have thrived
rather than declined. As Niels Bohr, the
Nobel Prize physicist once put it, "It is
difficult to make predictions, especially
about the future.”

Have we learned from such flawed
predictions? Apparently not much; our
society — and its public voice, the press —
persist on this theme. Nowadays we read
that Voice over Internet Protocol (VoIP)
will make all telephony obsolete, iPODs
and MP3 will become the only music
distribution media, and digital video
records will eliminate TV advertising. The
list could go on.

The creative destruction theory proposed
by economist Joseph Schumpeter over 60
years ago, and popularized during the
dotcom boom, holds that new technologies
and methods destroy older ones. But in
the case of media channels this has often
turned out to be untrue. What is true of
media is also true of mail. Mail and media
coexist in a multi-channel world where
senders use all media to command the
attention of potential customers and retain
existing ones. Research shows that
complementarity, not substitution, is
frequently occurring in the case of mail.
Look no further than your mailbox: total
mail volumes are steady and even growing
in some cases in the new multi-channel
environment.

At Pitney Bowes we have been
conducting an extensive study of the
changes taking place in the industry
with our project "Electronic
Substitution for Mail: Models and
Results, Myth and Reality” (see
www.postinsight.com). Our research
shows that mail not only has a future
but that there are also untapped
opportunities for the industry to grow
mail in many ways, such as for customer
acquisition, building customer loyalty
and retention, cross selling, and low-
cost package delivery for burgeoning
Internet sales.

The Mail Stream is Complex

Why has the mail defied the dire
predictions of its decline made since
the mid-1970s? Perhaps the simplest
answer is that mail is much more
complex than commonly assumed. Mail
is not a single, monolithic product with
uniform characteristics that can be
easily supplanted. Instead, mail serves a
very diverse mix of needs, especially for
businesses.

Further, the final steps that generate a
piece of mail are intertwined with
upstream business processes that often
involve several parties inside and
outside the organization. Email, like
the telephone, does not automatically
integrate with such processes by simply
offering a faster delivery mechanism for
a message. Thus, many people often
confuse the total value of mail with its
delivery speed when comparing it to
email and do not pause to consider
mail's complex interaction with other
established business processes.

In his book The Slow Pace of Fast Change,
Bhaskar Chakravorti of Monitor offers
compelling arguments that point to the
resilience of networked processes and
industries. These processes, like legacy
systems, are slow to evolve and are not
easily disrupted. Thus, the availability
of a near-instant delivery mechanism
(like email) that can surpass mail’s
speed does little to revolutionize the
upstream process, whether it be billing,
a customer relationship transaction, or
a marketing promotion.

Mail will continue to find
new niches in which it is the
most effective medium,
either standalone or in

combination with the new
technologies in today’s
multi-channel world.

Myths versus Realities

MAIL HAS A FUTURE IN MULTI-CHANNEL COMMUNICATION

Email and Mail - More Companions
Than Rivals

Email is seemingly with us everywhere,
every day. Email messages now outpace
physical mail by a ratio of 33 to 1 in the
U.S. and 23 to 1 in Europe. When we
consider that nearly every business and
virtually every economically active
household have access to email, shouldn't it
follow that all mail should have been
displaced already?

The main reasons for mail’s persistence
under the email onslaught are three. First,
falling telephone rates eliminated
traditional letter writing long before the
adoption of email. Personal letters have
remained at one percent of the total U.S.
mail stream for a long time. Second, the
rest of personal correspondence consists
mostly of invitations and greeting cards. It
is unlikely that the majority of consumers
will stop using the mail for these occasions.
We wonder how many of our readers sent
their mother an electronic greeting card
recently and got a phone call back thanking
them for being thoughtful sons and
daughters?

MYTH: Technology is destroying the
mail stream and substitution is

rapid and extensive.

medium like email. In many

countries mail volumes are
stable.

The third, and most important reason, is
that businesses are not finding that
customers are willing to receive more email
instead of mail. Consumers are already
inundated with email and are loath to
accept more unwanted transactions and
promotions in their email boxes. Thus,
businesses are sticking with the mail
channel because it is less intrusive than
email and telemarketing. Even in years
when total mail declined in the U.S,,
business-to-consumer mail grew.

Evidence is strong that email is most valued
for only some applications that go through
the mail. Our conviction is that email is a
niche application when it comes to mail
erosion, much like express shipments which
do not compete with regular mail and are
an entirely different product. Now, instant
messaging is threatening email but it will
not impact mail.



What about the Internet? Contrary to popular
belief, Internet users receive more mail than non-
Internet users, as shown in data published in the
U.S. and the UK. Further, the difference between
the two groups is growing. Thus, the claim that a
wired household is ripe for substitution is
unfounded. Wired households represent
economically attractive consumers and will
continue to receive mail along with other media
from businesses eager to get a greater share of
their wallets.

But wait until more consumers have broadband,
then they will force business senders to eliminate
mail, some might say. Consumer research shows
that broadband penetration leads to more Web
browsing of media-rich applications, such as
downloading music and movies, playing games,
shopping online, or information gathering.
Users with broadband devote little extra time to
activities related to transactions and promotions
they receive in the mail. In fact, the
overwhelming majority of consumers today view
the Internet as a library or entertainment
medium, not as a place to send email and effect
financial transactions.

The Statement is Still in the Mail

In the last decade a host of analysts projected
that electronic bill presentment and payment
(EBPP) would destroy the mailing industry. Five
or six years after these predictions were made, a
new reality has set in.

Currently, approximately 34 billion bills and
statements are mailed each year in the U.S., of
which 8 billion are sent to businesses and 26
billion are sent to consumers. Only 1.5 billion of
these bills are presented electronically, and some
are duplicates of the mailed paper copy. EBPP is
not making the inroads once claimed in the
press, and analysts have now revised their prior
bullish views and are projecting falling adoption
rates for EBPP.

Myths versus Realities

MYTH: Internet users do everything
electronically and do not need mail,
especially younger generations.

driven by life.

The reality is that, even in 2000-2003 when total
mail volume fell in the U.S,, bills and statements
grew over 3% annually, and by 6-11% annually
for banks, telcos, utilities, insurance and credit
cards.

Total checks are indeed declining in the U.S. But
this rapid decline is mainly due to explosive use
of debit cards at the point of sale, not from
online payments, as is often claimed in the press.
We are, however, seeing some net erosion of mail
in the payment channel. The percentage of total
bills paid through the mail has declined in recent
years in the U.S. But since total bills are growing,
we estimate that payments in the mail will

probably decline by 10% a year and
checks will be in the mail for at least
another decade. Since consumer
payments account for only 5% of the
total U.S. mail, the effect on the total
mail volume will be less severe and occur
much more slowly than commonly
assumed. In Europe, most countries do
not use checks, so that electronic
payment will have little impact on their
mail volumes.

Why haven't these electronic methods
been more successful? Studies on
consumer preferences reveal that paper
offers value such as convenience and
preserves current habits, while electronic
methods offer little incentive for
consumers to change. In fact, studies in
the UK show that, when consumers are
forced to accept electronic statements,
they print them and save them for a year
because they trust the paper record
more. Moreover, privacy and security
concerns are frequently cited as the
reason for not adopting electronic
presentment. Recent disclosures about
the loss of customer data stored in
electronic form will surely enhance these
concerns.

One analyst projection has the number
of U.S. households using EBPP growing
by 79% over the period 2003-2008. But
when the growth in the number of
households is taken into account, and
even assuming that all adopters convert
all their bills and statements to
electronic receipt, the erosion of total
mail volumes would only be 0.33% per
year — hardly a cause for alarm.

The Generational Effect

Young people today are growing up on a
steady diet of instant messaging, mobile
phones, email and Internet use. Are they
already eschewing traditional mail for
electronic channels, as is commonly
claimed?

Past predictions of an imminent mail
decline due to the so-called
"generational effect” have not
materialized. Let’s consider economically
active young adults today (18-24 age
group), who were raised with PCs in
primary school and with the Internet in
secondary school. These young heads of
household can hardly be considered old
guard — yet they are receiving mail in
patterns similar to past generations.

How do we know this? As shown in our
research papers on www.postinsight.com
we identified 16 different cohorts of U.S.
households and traced the patterns of
mail they received over 17 years. For all
cohorts we concluded that as people

Myths versus Realities

MYTH:

E mail is replacing letter writing.
Internet advertising will destroy
direct mail. EBPP is
eliminating bills and
statements.

mail are growing and EBPP
acceptance is slowing.

move from one age group — or one life stage
to another — they behave in the same way as
prior generations. Generational analysis
indicates that as young people mature,
marry, have children and establish
households, they will find their mailboxes
just as full as those of their parents and will
largely accept the same presentment habits.

How can this possibly be true? The facts
above are undeniable. Perhaps we carry with
us a "perceptual headwind” influenced by
our observations of how young people
interact with technology. We then assume
that the greatly diminished letter writing and
frequent use of email and Internet by young
people to send messages should obviously
translate into businesses not wanting to use
the mail channel to reach them. Yet
businesses, which originate 90% of all mail
received in households, do not yet consider
an individual's facility with technology in
deciding how to target them. Young people
can no more stop their mail from coming
than they can control their radio advertising
or the billboards they pass along the road.

Therefore, the type of mail we receive today
is determined by our age, income, economic
activity and life stage, but not by our
generation or technological adroitness.
Looking two or four decades ahead, it is not
possible to predict how businesses will
respond to today’s 10-year-olds when they
reach their mid-30s to 50s. The peak mail-
receiving years for the very young are still far
off. Any potential generational effect on
mail is still highly speculative.

(continued on rear page)

Myths versus Realities

MYTH: Electronic substitution is the
only factor to blame for mail's
decline.

and competitin.




MAIL HAS A FUTURE IN MULTI-CHANNEL
COMMUNICATION (CONTINUED)
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Introducing ... the New, Improved Website: www.postinsight.com

Postinsight was created in 2001. Today, with 10,000 unique visitors every month, Postinsight is
the premier source of information on the global postal sector.

After six years, though, the site needed a facelift. Building on the results of the online user
survey PostInsight conducted last year, we have revamped it and are pleased to present the
“new” PostInsight: same mission, same content, but a new, exciting, user-friendly layout.

In addition to the new homepage, the main revisions include:

- an improved search capability, which allows, for example, a search through pdf documents;

- introduction of roll-down menus to facilitate fast, easy access to legacy materials;

- a new "mailstream growth" box presenting initiatives taken by posts and mailers to grow mail
volumes;

- an extensive events calendar listing major global postal events.

Other innovations will be introduced over time. PostInsight is still working to update some parts
of Website, debunk “dead links" and strengthen our editorial team. In the meantime, your
comments and suggestions regarding content,
navigation and layout will be much appreciated.
(Click on the Contact Us button on the top of the
homepage).

The Postlnsight™ newsletter is published by Pitney
Bowes Inc. Corporate Strategy Group.

For your comments or information contact:

Gary Battaglia, Director, Communications

phone: 001-203-351-6984, e-mail: gary.battaglia@pb.com
Copyright © 2006, Pitney Bowes Inc., Volume 8, Issue 1

Thank you very much for your sustained trust
and interest in www.postinsight.com.

The following are trademarks of Pitney Bowes Inc.: Engineering the
POStlnSight is proud to be part of this diverse flow of communication, Post/nsight and Pitney Bowes. All other marks
are trademarks or registered trademarks of their respective owners.

and vibrant industry.




