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The Future of Business Mail

Everything you hear on the news is how mail is going away and becoming less relevant as a means of
communication. The objective of this article is to explain what is actually happening today and where
mail will go in the future. We are basing this on 29 years of industry experience, working with
thousands of the nation’s top mailers.

Summary by Year

First Class® . .
Mail - Single % Change First Class® % Change Marketing % Change Total % Change
. Mail Presort Mail
Piece

2021 13,895,163 -9.2% 35,621,927 -1.8% 66,236,440 3.1% |115,753,530| 0.1%
2020 15,172,441 -8.8% 36,246,494 -2.4% 64,180,125 | -17.9% |115,599,060| -11.9%
2019 16,511,298 -5.7% 37,130,541 -1.9% 75,690,047 -2.1% |129,331,886| -2.5%
2018 17,460,477 -6.4% 37,833,487 -2.5% 77,305,661 -1.4% |132,599,625| -2.4%
2017 18,582,618 -6.0% 38,795,454 -3.0% 78,369,843 -3.3% | 135,747,915| -3.6%
2016 19,705,721 -5.3% 39,943,145 -0.6% | 80,929,933 1.0% |140,578,799| -0.3%
2015 20,741,368 -3.8% 40,174,244 0.0% 80,090,273 -0.4% |141,005,885| -0.8%
2014 21,524,319 -4.5% 40,193,317 -2.4% | 80,374,260 | -0.7% |142,091,896| -1.8%
2013 22,501,509 -6.3% 41,144,184 -3.4% 80,962,678 1.4% |144,608371| -1.1%
2012 23,913,510 -8.9% 42,524,039 -4.6% 79,801,009 -6.1% |146,238,558| -6.1%
2011 26,035,071 -9.8% 44,494,498 -3.9% 84,691,971 2.6% |155,221,540| -1.4%
2010 28,584,912 -10.8% 46,225,386 -3.7% 82,524,693 -0.2% |157,334,991| -3.2%
2009 31,682,890 -11.6% 47,933,717 -8.3% | 82,706,211 | -19.8% |162,322,818| -14.8%
2008 35,355,570 -9.1% 51,935,871 3.8% 99,084,155 -4.5% |186,375,596| -3.1%
2007 38,565,956 49,978,441 103,516,112 192,060,509

Data in Thousands
From USPS® REVENUE, PIECES, AND WEIGHT BY CLASSES OF MAIL AND SPECIAL SERVICES Reporting

The USPS® breaks mail down into two mail categories:

1. Market Dominant (Where clients do not have any other options such as letters and flats)
2. Competitive (Parcels) where they can use other providers like UPS® and FedEx®.

We are going to focus this article on the Market Dominant mail classes. It is also important to note, that
the USPS processed 121,605,997 pieces of Market Dominant vs. the growing Competitive Parcel
segment that only processed 7,254,759. We are also going to focus on the main mail classes excluding
Periodicals and Retail Package Services.

First Class® Mail - Single Piece — Change in Volume — 1 Year -9.2%, 5 Year -29%, 10 Year — 47%

If there was one class of mail worthy of the negative press, it would be this category that is made up of
personal and business mail. We are all sending fewer personal letters and paying bills electronically that
is making an impact.
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There are also over 32 million businesses in the United States and the majority will use the Postal
Service at some point. The big issue is the main items that used to be sent have moved to electronic and
this trend will continue.

e Invoices/Statements — This is the number one item that is mailed by businesses, and more are
moving to email and web presentment. Larger organizations are getting smarter about
consolidating or outsourcing this mail and moving to the First Class® Mail Presort category due
to its lower postage rates.

o Checks — Many payments are moving to electronic ACH due to the speed and simplicity. Payroll
checks and direct deposit statements have been eliminated at most companies forcing
employees to access data on the web.

e  Marketing Mailings — Many companies used to sit around a table and prepare promotional
mailings, but this has been almost eliminated in the office environment. This mail has either
converted to email marketing or has been sent to an outsource provider who has the proper
equipment and staff to get the mail sent more efficiently at lower postage rates.

e Day to Day Mail — This is the final category that makes up the miscellaneous items that need to
be sent out. This volume will continue to decline as more items are accepted electronically.

Future Predictions — Mail volumes will continue to decline at 6-9% annually. The trends listed above will
continue.

Mailing Technology — As mail volumes decline, there is less of a need for larger equipment and there
will be a continual migration to smaller postage meters and online postage solutions. The transition to
work from home due to Covid-19 has pushed online solutions at faster rates. There is also a change in
postal compliance where approximately 70% of the nation’s postage meters will need to be updated by
2024. This will cause more clients to look for online solutions that are flexible and provide better
postage discount opportunities. There will be a huge growth in enterprise based online postage
solutions where a company can control the postage spends for all its locations and users no matter
where they are located.

First Class® Mail Presort - Change in Volume — 1 Year -1.8%, 5 Year -11%, 10 Year — 20%
The presort class is used because it offers postal discounts over the single piece class discussed above.
There are two main segments of this mail class.

e In-House Produced Mail — Companies will either have automation software in-house that can
qualify the mail for this class or more commonly they will use a third party presort service that
will come pick up their mail and split the discounts.

e Qutsourced Mail — Mail is sent to an organization that specializes in mail production to get the
piece sent out more efficiently.

The slowest declines have been in this segment with volumes only going down 20% (vs. 47% for single
piece) over the last 10 years. The reason for this is there has been a slower than expected adoption for
accepting bills and statements electronically. Also, specific industries are regulated to send items unless
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the client accepts electronic substitution. Examples include financial, insurance, healthcare and
government that make up a huge percentage of this volume.

Future Predictions — This space will see similar declines unless there are new laws passed that allow
businesses to migrate clients to electronic without consent. There have been different attempts at
digital mailboxes, and all have failed and we do not expect any breakthrough technologies over the next
5 years that would change this. There is new technology that allows smaller mailings to be sent
electronically to production facilities to be created in automated workflows. This will further reduce
single piece quantities and move volumes to Presort. It will also make it easier for smaller mailings to be
sent along with production volumes.

Marketing Mail — Change in Volume — 1 Year .1%, 5 Year -18%, 10 Year — 22%

This is the largest single class of mail and is used because it is the least expensive way to send a
document. The criteria are that mailings need to be uniform where everyone is getting the same
message and lack any significant personalization that would require it to be sent at the more expensive
First-Class® rates. The fact that this is the largest category should not be surprising as when most
people open their mailboxes, most items are solicitations and catalogs.

Changes in the economy create huge impacts in this category. With the recession in 2009 we saw a
14.8% decline and again when Covid-19 hit in 2020, we saw an 11.9% reduction. When we have these
large corrections, people expect volumes to increase in future years, but this has not occurred and the
volume resets to the new normal.

Over the years, people have expected Marketing Mail to drop off in favor of electronic mediums. This
has not happened because of the unique ways mail can get a message to its desired recipient. Digital
mediums can all be blocked by spam filters and do not subscribe lists. People are not watching
commercials on TV with DVR’s and subscription streaming services. We do not listen to radio as much
due to audio streaming services and no one wants to be called by solicitors while having dinner. Mail is
still a trusted medium where we can get targeted messages that has proven effective by marketers.

Future Predictions — We will see annual declines at similar rates. Mail will become more targeted with
smaller volumes and higher levels of segmentation with improved data and analytics. Marketing Mail
will become more accessible to small business with new web-based submission platforms that will make
it easier to create mailings at lower costs.

Conclusion
When you look at business mail, we are seeing a few main themes:

e Essential mail is moving electronic but at a slow rate.

e Mail is becoming more efficient, moving away from single piece to other discount mail classes.

e Promotional targeted mail is still an effective means to reach clients, but generic content like
newsletters and announcements are moving to email.
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e Technology is moving to the cloud where mail can be generated either physically with online
postage or can be moved to production facilities where it can be sent in the most efficient ways.

All these changes are designed to reduce the cost to the mailers and have the messages received in the
most efficient manner.

Adam Lewenberg, CMDSS, MDC, President/CEO of Postal Advocate Inc., runs the largest Mail Audit and
Recovery firm in the United States and Canada. They manage the biggest shipping & mail equipment
fleet in the world and their mission is to help organizations with multi-locations reduce mail and parcel
related expenses, recover lost postage funds, and simplify visibility and oversight. Since 2011, they have
helped their clients save an average of 58% and over $68 million on equipment, presort, avoidable fees,
and lost postage. He can be reached at (617) 372-6853 or adam.lewenberg@postaladvocate.com
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