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Selecting the Markets

The Postal Service must monitor 6 markets to guide its path forward.

* USPS operates in 4 industries - Communications, Advertising, Financial
Services, and Logistics

* USPS has an unsurpassed Retail and Delivery infrastructure

The Current Postal Service Role by Market

- Communications: Letters, postcards, newsletters

* Advertising: Direct mail and First-Class Mail

 Financial Services: Checks in the mail, money orders, e-bill payments
* Logistics: One of the largest transportation networks in the US
 Retail: Retailer and universal access provider

* Last Mile: Leader in last mile services




Project 2010 Value Chain

Project 2010 Value Chain

Communications

L. Recipient/
Customer Financial Services Customer

Logistics

* The six markets form a large, complex and increasingly integrated value
chain that:
— Links customers accessing products and services
— Via physical and digital retail channels

— Sending messages, money, and merchandise

— Via a variety of delivery channels

— To recipients



Agenda

» Customers

« Economics

* Markets
— Communications
— Advertising
— Financial Services
— Logistics
— Last Mile

« Summary Implications




Customers

More choices, less
time, more power



The New Majority

Healthy, wealthy, wise ... and diverse

New Consumers will be the new
majority

*In 2010, 54% attended some college, live
in homes with PCs and income > $50k

» Savvy shoppers, intensive users of
information, value control

Baby Boomers retire, stay healthy, move
to the city, and travel

Echo Boomers enter peak spending
years expecting to interact

Latinos double share of New Consumers
by 2010, concentrated in coast cities,
median age 13 years < Whites

Percent of All Adults

New Consumers Grow 5 Times Faster
Than the General Population
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More money was spent last year
on computer games than on

movie theatre tickets




New Consumers
Costs, compromises and concerns

» 73 hours per year
in lines

« 2,700 advertising
messages a day

« 1 day per year
waiting for
downloads

Opportunity

Miss the Sopranos
on Sunday

Can’t find the best
products and
services

Forget key things

Can’t always act on
impulse

Don’t know what we
are missing, e.g.,
web sites or books

Finances are not
optimal

Can’t connect
various accounts
and passwords

Don’t find the best
offers

Pay for redundancy,
e.g., content we
never absorb or
watch

Peace of Mind

40% of new
consumers feel “under
great stress” several
days a week

Don’t see families
enough

Worry about privacy,
security

Losing calendars,
PAs, or mobiles is a
disaster



Power to the people

Consumers will finally be in charge

* Information will be cheap and widely available; New Consumers will know
how to use it

» Time-starved consumers will outsource life management tasks

* Businesses will interact with their customers, from R&D to after sales
customer care

» Supply chains will be flexible enough to mass customize, shorten product
and fashion cycles, and postpone fulfillment

« If they trust you, consumers will provide information in exchange for benefits

Small Batch
Production

Fulfillment Customized
Postponement Delivery

Active
Warehousing

Mass
Customization

Customer
Co-Design

Last
Mile

R&D Suppliers Manufacturers ) | Distributors Retailers



Economics

Growth across the board, with
traditional products providing the fuel
for new services



Economic Growth by Market

Messages and Money industries will grow faster than Merchandise
services.

Growth by Market from 2001 to 2010
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A Profit-Based Economy

The “New Economy” of 2010 will not be like the first one.
It will be profitable.

Mistakes Were Made Profits will come from the intangibles:

Information

* Hello and goodbye. Last mile entrants
didn’t understand economics

* Make it up in volume. E-tailers gave away
shipping

* Build it and they will come. Over capacity
in telecommunications and logistics

* Who needs a brand? We do. Pure play on-

®
line banks lacked brand and survivability & Y

« E-Advertising. No one clicked through




Core product cash cows will enable new services

Retail: Tangible assets will support intangible
services

Information and Communications: Fixed
line and voice will provide investment
sources for mobile and data

Financial Services: Brick-and-mortar will be
the base for multi-channel

Advertising: Traditional media channels will
become interactivity

Logistics: Trucking will support 3PLs and
consulting

Last Mile: Products will be leveraged to offer
value-added services

13




Communications

The gateway to messages
and information



The Communications Market

Communications is the management and transfer of messages and information
between senders and recipients

* Includes voice, data, audio, and video
« The $750B Communications market will double by 2010
 Traditional media, e.g., landline telephony and paper printing, holds its own

» Explosive growth will come from mobile communications and online printing

2000 Spending Doubles 2010

Online Printing
Paper Printing 8%

4%

Online Printing
Paper Printing 1%
24%

Wireline Telecom
39%

Television
Wireline Telecom 17%
46%
Television
16%

Wireless Telecom
13% Wireless Telecom

32% 15



The Best of Both Worlds

So far, the Internet has tended to complement, not
cannibalize, newspapers and magazines

However, when technology combines the best of paper and
ink (clarity, portability, low cost) with the strengths of digital
(real-time updates, large storage capability), all bets are off

+ eBooks allow traditionally static * New Electronic Ink will combine the

textbooks to incorporate animated black and white image clarity of
graphics books with an electronic screen

16



Distribution climbs up the printing value chain

Publishers will build distributed print facilities to take
advantage of Print-On-Demand technologies that print
customized, high-quality color output closer to end
customers

Use of Hybrid Mail will increase as short run color
printing and electronic document transmission become
faster, less costly, and higher quality

TNT Post Group
(TPG) will begin
printing self-

: adhesive stamps : L
= directly at their post :
= office counters _

Move up the document value chain into distributed printing. 1
7



What will we do with all this paper?!

Businesses will increasingly create, manage, and
transmit documents solely in electronic form

But Financial Services, Legal, and Government
enterprises in particular will continue to manage vast
amounts of paper

To provide platform-independent delivery, these paper
documents must be digitized and searchable

Wa wireless-enabled web site that
ws customers to connect with attorneys. A secure
client extranet enables users to share docketing, case

calendars, and research information, check e- ma|I a
host online meetings, all from their mobil

25% of document
life cycle costs
come from
retention and

archiving
- Group 5 Group Ltd.

Data storage costs
drop 50% to 60%
each year-1 GB

of memory now
costs less than
$20

Provide paper to electronic conversion services.
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Reaching Customers at the Intersection of Time and Place

A mobile society may render the notion of a permanent address obsolete, making
the Gateway to the Individual key

Customers will be “always on,” always working, shopping, playing, communicating

Wireless devices plus location sensors will enable message providers to deliver
immediate location-specific information

PC Centric l Mail Centric

@ Mobile Centric

Become the bridge between the mobile individual and her ever-
changing physical location.
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Communications consumers need a switch hitter

In 2010, a Personal
Interactive Services
Manager (PRISM) will
provide:

* Personalized content and
applications customers
want

* Through the devices they
choose

» With the flexibility to switch
the end device in real time

Towards the PRISM
Addresses

Unified
Messaging

Emall

Secure
e-documents

Electronic Bill
Payment

ngh -volume

Internet Fax

External
Partners

Personal
Interactive

Services
Manager

Secure

\

Electronic
Mailbox

Electronic Mail

Web-based

Any-volume

Hybrid mail

Hybrid Mail

- Personalization

- Physical Mail - Unified Mailing

[72]
g Multi-Function - Hybrid Mail - Voice
g Wireless Device - Electronic Mail - Video
= - Real-time Collaboration
Information
’ Point Solution Portfolio Sol_
’ Discrete Message “

Source: PwC Analysis

Develop platform-independent
switching capabilities.
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Communications Opportunities and USPS Strengths

Opportunities o Strengths

Offer distributed printing services * Huge facility infrastructure,
leader in paper delivery

Become a paper to electronic * OCR/image lift capabilities,

converter efficient paper processing, retalil

Find the mobile consumer « Address management, local
expertise

Become the electronic-paper « Addresses, trust, monopoly,

switch hybrid mail

Become the portal for government * Retail network infrastructure,

information and communications unique link to government

21






Advertising

Advertising is the process of planning
and executing the promotion of a
good or service to acquire and retain
customers

The $250B advertising industry will
grow at a 7% CAGR to $460B in 2010

2010 Advertising Spending by Medium

Other Television
$83B $119B
Direct Mail
$81B
Newspaper
Internet Magazine $81B
$21B outdoor $24B

$11B $40B

All media channels will grow, Internet and
television the most

Direct Mail will lose 1% market share by
2010

% Growth 2001-2010
Internet 333%
Television 112%
Outdoor 102%
Radio 98%
Magazine 92%
Direct Mail 75%
Newspaper 64%
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I’ve Had Enough!

Flooded with advertisements

Concerned about personal information
Consumers respond: ad blocking
technology, privacy legislation, opt in

advertising, safe communities, online
agents

The Direct E-Mail

List Source

Directory of voluntary e-mail marketing lists

Get results with opt-in email lists?
Search
TOwW

Directory of email lists for advertisers

W mencem-

an i"ﬁl'irla ge site

Search

-

on the iVillage network

Astrology
Babies
Beauty

Boolks

Diet & Fitness
Entertainrnent
Food

Horne & Garden

Money
Parenting
Pets

Relationships
W ok

Horoscopes | wWeather | Free Stuff & S

Drop a Dress
Size

Lo=se weight without swasting
time on crash diets ar
spending money on
expensive gym equipment --
check out thiz exercize
regime, and drop & dress
zize in just six weeks!

Make Your Kids
Happy!

= Kids Only Pepperoni
Pizza Bagels

= Tuna kel

= Peanut Butter and Jelly
Browwnies

= izheck our Becipe Finder
for more ways to get

wiomencem
IS getting a

Are ol ready far
celebrities, style, quizzes

dinner dane. and more? Soon
weamen . com will be the
— A TR he=st nlare anthe wiesh for

Provide opt-in service. Become trusted manager of lists across media.
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damazon.com.

IN THERTERS
Media companies will integrate channels  veto: vetcom to amazon com in heat

Get Movie Showtimes in Your Area

Your ZIP Code: I Submit
Media channels consolidate to provide integrated, _
Now Playing

focused, dynamic marketing campaigns The Princess Diaries
” When shy, awloward hfia

] . : 'J'* European country, she be
By 2010, we will track share by branded multi- 0o JE™ oot i e

channel owners, not by channels Pj| Take a crash course onh

Entertainment | Infrastructure

Internet
amazZoncoim.

NN ittsirarea

i Netscape
ewiine civeny | @ cnnre hEn

WARNER BROS.

digitalcity il - ovT ?‘ “-;} AMER IL'.AI
(C-J\NNI Timelnc woviclons> (LB | e

Align with a media conglomerate. 25



Moving upstream

* Media companies move into advertising

« Advertising agencies move into strategy

consulting

: j Digital Marketing
Services, An AOL/
: Time Warner online
marketing company

m— Liberty Advanced

E Solutions, an ad agency

ATVATICED with out§ource marketing

SOLUTIONS and project management
expertise

Advertising Value Chain

Business
Planning

BosToON CONSULTING GROUP

Creative
Content

Young®&Rubicam Inc.

Printing/
List
Management

UNITED STATES
POSTAL SERVICE =

VIACOM

Distribution

Consumer

Move up the value chain into content, printing/preparation, consulting.
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“Because news doesn’t
have to be one way.”

From Mass to Interactive
- —

SNV
interactive

CHM com.

Today targeting, tomorrow interactive

 Targeted advertising benefits direct mail
and e-mail, specialty magazines, local

radio, and niche cable television o _ o
* \With interactive television, consumers

order products from ads, or from their

» Mass will survive, but only as part of )
favorite soap stars

integrated marketing campaigns

Passive Mass Passive Targeted Interactive
Personalize Tour Post
my washingtonpost
K mtv.com

Develop intelligent mail pieces and other

] . . . . . commerce
_ Interactive applications for Direct Mail. 27



Mobile customers and mobile commerce will make local

knowledge more valuable

Businesses will struggle to find mobile New Consumers
and Baby Boomers

By 2010, wireless technologies will sell services on street
corners, in cars, and in shopping aisles - wherever the
propensity to buy is highest

Local ad agencies and content sites will flourish

Second Homes

* 415,000 sold over the
last 6 years

* 1M more will be built by
2010

Mercedes-Benz offers
Tele Aid Information
Services providing drivers
weather, sports, and stock
prices from their cars

Sell local expertise.

Which supermarket

should | go to?

Did | leave the
coupons at the

Which toothpaste
should | buy?

28



Advertising Opportunities and USPS Strengths

Opportunities O Strengths
Provide opt-in services  Control direct mail channel
Become list manager * Trusted to protect privacy, deep
across media relationship with advertisers
Align with media « Exclusive owner of one media

conglomerate

 Relationships with upstream providers

Move up the value chain (but will compete with customers)

Develop interactive mail * Mail contents and envelope begin
digitally, significant image lift capabilities

Sell local expertise » Addresses, post offices, personnel

29



Financial Services

Enabling commerce and
wealth



Changing demographics require careful targeting

Two customer segments, Unbanked
immigrants and unbanked, offer - 10% of the population, pay usurious
opportunities for nontraditional rates to check cashers

financial services providers - Most cite distrust of banks

* Government must serve them better

e NioA
A First Data Company Immiqra nts
* >10% of the population, pay
Monemem @ usurious rates to Western Union and
International Money Transfer - M on eyG ram

« Will send $50B home this year

Target products and services to under-served customer segments.
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FS providers will struggle with 4 customer requirements

Choice & Convenience =-=mmdp-\\'eak Responses
 One stop financial * Internet-only banks go broke

services, any time, - E*Trade gets 8,000 ATMs, retai
anywhere, any way presence at Target

« Schwab, an e-pioneer, will increase its
branch network 20%

Provide a retail presence.

= Solve the “pay all” problem. - “Pay all” services struggle to make
) EBPP convenient, cost-effective
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FS providers will struggle with 4 customer requirements

Trust & Control =) \\eak Responses

* 17% of US experienced card  Public key technology remains
fraud last year cumbersome

* 80% are concerned about - Major advertising required to reduce
privacy anxiety during mergers

- Bank mergers and product * New account aggregation
complexity will continue to technology provides some respite
dismay from complexity

Leverage trusted brands, develop
security-based services.
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All but the biggest will focus on one link of the FS chain

2010 FS Value Chain

y v v
Product E— Product —> Infrastructure
Manufacturers Ti Distributors «— Utilities

 GE Capital E+TRADE B FOSTAL SERVICE

AN | : Checkiree
B HOMESIDE Walmart+com- A

Develops products Branded Seller Enabler

* FS expertise * Trusted brand * Ubiquity

» Scale » Strong channels * Technology

Expand traditional infrastructure role to better serve product
manufacturers and distributors.

-



The government’s role in Financial Services

Regulator )

Customer )
Service ‘

provider

Change agent mmmp>

1999 repeal of Glass-Steagall Act - allowing banks,
insurance companies and investment banks to merge
- is only the first step in the deregulation of FS

Privatization of social security could put $100B/year into
the private sector

Fannie Mae and Freddie Mac enable or compete,
depending on your perspective - just like USPS

78% of Social Security payments (was 1% of FCM) are
now electronic

Smart card and unbanked services emerge early in the
public sector

Become the leading financial services provider for the government.

35



Citi - the most aggressive FS provider, LT
interesting alignment with USPS hecessbothCi .

Avoount Type Account Nevmb

mdnorCl | | S——
B W detais) [ XX
accounts in one savings [View detalls] 8822-x0xx
secure place. Tolal-Betsnee—_
—=| Wells Fargo
uins age Refresh Mow
Agsaunt Tw. Agcourtf Mol
Checking [View defails] DBGwnm
Link directl Market Rate |Wiew detalls] 07 3-miue
v Total Balanoe
to your accounts
without separate log in.
pa g ¥ Credit Cards Cick '

Citibank Credit Card

Last refresh 5 mnules ago Refresh How

Acgount Numbar EXNE-XEXXN-XNEX-TITT
Due Date Available Cred
Get account details, 111700 7905,

including transactions

American Express
and payment due dates. 2

Last refragh 30 minutes age Relresh How

or XXX XXAX-XX K- TITT
——=(  Due Date Aviilable Craa
L1

FREE

Online Bill Payment
with Citibank® Online.

Or the perfect partner? 26



“Pure Plays” will struggle, but new entry will continue

Deregulation and technology will
bring new entrants into banking

They will need strong brands and
convenient distribution channels to
survive

E3 TRADE .

Mamber FOIC

UPS Capital.

O Lendinglree®

WHEN BANKS COMPETE, YOU WIN."

Find it NOW!

Accept the offer

bl gl Rl N A that's right for you...

@ Mortgage
"wias ahle to get 4 great offers in
@ Refinance ‘ less than 24 hours.” -Jennifer C.

...................

@ Horne Eguity

search forloans in away that puts
@ Realior® ‘ me incontrol” -Robert T.

...................

@

Auto

"..itwas easy, effortless..I"
@ Parsonal ‘ -Susan A.

‘ IF How doyou get banks to compete for my business?
‘ I Want extra cash? We'll pay you to close a loan!

Credit Card

Debt Consolidation

Srmall Business ‘ Market S guare

Save on services when you are...

Student Loans

Q@ ® @

‘ g I+ Buying a Home
‘ Ib_tanaging Your Debt

Ir Managing Your Credit
» Improving Y our Home

Offer financial services distribution to new entrants, portal to

- employees, financing to customers.

37



Financial Services Opportunities and USPS Strengths

! Opportunities o Strengths
Target the under-served « Immigrants use USPS products
Provide retail presence « Largest retail infrastructure in US
Solve “pay all” problem  Exclusive provider of check delivery
Offer security services * Trusted brand, federal police force
Expand infrastructure role « Partnerships, like CheckFree, in place
Serve government  Unique relationship, “financial institution”

Mega-partnership * Employees & customers are huge draws
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Urban real estate 1s valuable

Large cities and 24-hour cities will
become increasingly attractive
locations for retailers.

» Urban locations possess large
populations of affluent customers

* Less risky than non-urban locales

Develop new uses for real estate.

40



From the tangible to the intangible

Retailers will outsource non-core functions in order to focus on core
strengths.

Value in retailing will increasingly come from intangible assets such as
knowledge, information, brand, culture, and relationships.

Tangible Assets Intangible Assets

Fulfill outsourcing needs of other businesses.
41



Converging on new markets

Retailers are transporting their customer relationships to other value
chains and product categories.

» Supercenters are moving customers into food
* Nordstrom'’s is trying financial services

» Opportunities abound in travel, entertainment, and health care

Move into new but relevant value chains.
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The Next $4 Cup of Coffee

Consumers are looking for new goods
and services that:

* Possess an emotive quality
* Provide exceptional service
* Facilitate a lifestyle

Companies that can redefine an
existing market will thrive.

Redefine a market.

ZA

Bl o
H

i =) 1 LA

-

—_—

B
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Retail - Opportunities and USPS Strengths

Opportunities o Strengths

Divest valuable real estate or co- * Huge retail infrastructure,
locate with other businesses established customer base
Resell core competencies within * Strong brand, trust

current value chain

* Government agency affiliation,
infrastructure

Move into new but relevant value
chains

. * Huge retail infrastructure,
Redefine a market established customer base

44



Logistics —

Managing the flow of
goods and information



S

. . . . -
Customer power will drive 3 logistics trends S
Information savvy end customers will Customer power means:
have the power in the 2010 value chain  Increased Complexity - smaller

batches, more components of the chain

» Higher expectations - just in time all
the time

» Pressure on profits - more choices
available to customers

End Consumers
| gl
|y ;

'l_-- 1
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Implications of Customer Power

Increased complexity m—=)

Higher expectations =)

Complex services required

Network optimization
Inventory control

Full product visibility
Order fulfillment tied to CRM
Insurance

Customs brokerage
Foreign exchange

Risk arbitrage
Assembly/installation
Returns and repairs
Spare parts management

Outsource logistics

» 3PLs will grow 15% per year, 4X faster
than total logistics

VECTOR SCM

V:Wcmﬂv

« Compensation based on performance

» With Vector SCM, the joint venture
between CNF and GM, CNF profits only if
it reduces GM'’s costs. The JV is expected
to be worth $6B in 2004.

Skin in the game
* Long-term relationships

Manage transportation
services for others.
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Implications of Customer Power

Collaboration

 Build private transportation exchanges
with suppliers and customers to maximize
transportation asset utilization

Pressure on profits )

Supply Chain Synchronization
* 19% of back hauls are empty

- Early transportation exchanges CarrierP. oIt

have disappointed because of their
focus on “spot buys”

» Successful exchanges will form
long-term online communities of
partners that share transportation

Create an online transportation community to share

~ capacity across major mailers and contractors. 48



When Less 1s More

Four logistics business models

» Hybrids blend the stability and
control of asset ownership with
the higher margins of “pure
plays”

* Financial markets reward low
asset intensity

* Non-asset based providers fare
better during recessions

* IT players like i2, Logistics.com
and Manugistics may try to
compete with 3PLs

Create a 3PL business unit or company.

-

-
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Beyond Transportation

Transportation providers,
including Posts, have long
offered upstream services Sample Posts in Warehousing

» Warehousing

Deutsche Post Q World Net
° COHSUlting (:) TP G MAIL EXPRESS LOGISTICS FINANCE
* IT capabilities
. . CANADA POSTES
- Management and training rost @ canaba
* Order fulfillment
* CRM, e.g., call centers and New Zealand Post @

web sites
* Financial services
IT demands will raise the bar

for '
or success Move up the value chain.



Logistics Opportunities and USPS Strengths

Opportunities o Strengths
Manage transportation for *Long-term transportation contracts at
others good rates
Create an Online * Destination entry mailers create
Transportation Community imbalance opportunity
Spin off a 3PL company * Would be largest non-asset based

provider in the world (?)

Move up the value chain « Strong relationships with catalogers and
e-tailers
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The Last Mile

The last mile market is the delivery gateway into every American household and

business.

* Includes letters, direct maill,
packages, newspapers, and
groceries

* Business deliveries are low
volume, episodic, and
sporadic

« The $114B market will grow at
2% to 3% CAGR to $145B by
2010

« Some segments will
experience explosive growth,
while others will grow
incrementally or decline

$80,000
$70,000
$60,000
$50,000
$40,000
$30,000
$20,000
$10,000

$0

Last Mile Market Size

(Millions of $) /
W&ound
Packages
‘_———"'—"———V
—  Letter & Other Mail o
Newspapers

Other Local Delivery

—_—

GSroceries

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

53

2010



Hello and goodbye

New entrants misjudged the economies of home

delivery

* Fulfillment operations too costly
 Delivered at prices below marginal costs
» Tried to “make it up” on volume, which never came

We Hardly Knew Thee

Failed last mile entrants:
*Kozmo.com
*UrbanFetch.com
*Streamline.com

*Webvan.com

*Homeruns.com

New focus is on
integrating on-line with
existing brick-and-mortar

* Royal Ahold purchases
PeaPod
- » Safeway purchases
Gd Ahold Groceryworks.com
» Order on-line, pick up at
stores (Peachtree
Network and Piggly

Wiggly)

Peaped.com

Integrate on-line with brick and mortar.
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Three Last Mile business models will dominate

BT Last mile providers in 2010 will view
the market in three segments, and
need business models that correspond
to each segment. The how, what,

Unattended where, and when will determine the

- success of these models.

Attended

» Attended deliveries when the
customer is home

* Unattended deliveries when the
customer is not at home

* Hybrid delivery with a central
service center to act as an
intermediary

At Consignia, customers can

now have packages delivered Create a hybrid delivery service.
to the post office <
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Some assembly required

Last mile providers will do more than deliver goods

* In-home assembly and installation of delivered products
* Returns and sales advice linked to call centers

* The salesman at your door

TNT Logistics and IKEA recently launched a global
home delivery service for IKEA’s customers that will

include furniture assembly. The service will be rolled out
in Europe, and then expanded to the rest of the world.

Provide value-added services.
= 56



Would you like fries with that package?

Successful last mile providers in 2010 will think of fRbusTRY S-'I'.ﬂ.n
themselves as agents for their customers - i _
» Customers will require the ability to switch delivery ‘EEF.J.E%? y
locations, sometimes after the goods are in transit o~
* The last mile will become a two-way street - delivery staff ::‘__':
may drop off a package and pick up film for processing, eyl
dry cleaning, or returns - requiring a trusted agent
&
Drop-off
Mail/package shipments Dry cleaning

Videos Groceries

FCRHE -

Central pick-up and drop-off site

Film

Offer “smart delivery” services.
= 57



The real Y2K last mile crisis?

Competitive last mile providers must devote significant portions of
capital budgets to the IT platform

» Create a more efficient delivery force  Facilitate real time transactions
» Develop new products and services « Automate the returns processes
* Make the supply chain more visible » Gain critical customer information

Last Mile providers, even the IT
leaders, have significant investments
ahead of them

IT-enable the last mile to better
serve and target customers.
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Last Mile Opportunities and USPS Strengths

Opportunities o Strengths
Integrate online and « Largest delivery infrastructure, trucks
brick and mortar available at night
Create a hybrid delivery * Retail infrastructure is huge, likely will
service be underutilized
Provide value added « Career, high-paid work force can handle
services complexity
Offer “smart delivery” » Customers trust carriers

IT-enable the last mile * A start with delivery confirmation

59



Summary Implications

« Think of the Internet as a channel, not a competitor

« Talk with your customers, provide solutions that save time and
reduce anxiety

* Provide a gateway to the individual, not just the household
« Expect new entry from old companies

« Stick to your knitting

« Partner to move up and down the value chain

» Offer solutions that link channels, media, and enterprises
* Focus on services more than products

« Leverage employees and suppliers as customers
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