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About this report

Thisreport presentanoutlook for the postal sectior2020, irthe context of fastchangingeconomic
landscapét does so by presenting the most recent postal statistics in conjunction with key macroeconomic
variablesThe global economy has been deeficted bythe outbreak of COVIELY with great
ramifications for international supply chdinagtermtrends affectingostal operatorsereaccelerated
duringthe first months of the crisiwith network disruption saag ase-commerce boomeds the
barriers to international logistics eased following the relaxation of lockdown measumas;ce proved
resilientalthougot sufficiently to change the fortunes of postal operhtfosmation collectedathe
838V ELJ GDWD HhabtamaiahBmalkKaRih®s remain depresseith a 20%decrease in
registered itent®mparedviththe previous yedn the absence of public suppadcommodating policies
and a rapid resolution of the health ¢litssems unlikely thdisposale income and-eommercewill
grow enough tdring abouta swift recovery inthe postal sectoEstimates suggetstat worldwide
operating revenue losstsnd abetween 4.5 and 6.5 billion SDR.
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Glossary

5NN 5-fold nearest neighbbimputation algorithn
ARIMA Auto-regressive integrated moving averag
B2C Businesso-consumer

CAGR Compound annual growth rate

CIS Commonwealth of Independent States
DO Designated operator
EDI Electronic data interchange

EmIS  EmergencynformationSystem
GDP Gross domestic product

ICs Industrialized countries

PPP Purchasing power parity
SDR Special drawinggfits

UPU Universal Postal Union

uUsbD United Statedollar

WDI World Developmentndicator
WTO World TradeOrganization
YoY Yearon-year
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Introduction setor, with regard tdraffic, revenueand
infrastructure and staféspectivelysectiorb
discusses the state of competition in the sector

2019wasasignificanyear in the long history of and gction6 provides a number of conclusions

the postal sector. Trends that had been
developing graduaflyr decades gathered pace,
DV WKH VHFWRU:-V WUDIILF UHYHQXH EXVLQHVV PRGHOV
and infrastructure continued to change beyond

recognition.

In the international arena, a landmark decision
reached by th& 38 -V \EXradddhary
Congress in September 2@H3instrumental in
programming structural changes to pricing,
postalflows and compensation between postal
operators.

Neverthelessnthe (postal) history books, 2020
islikelyto surpass 2019 as a tipping pfant

the sectarlndeed, the outbreak of COUI®
hashad gorofoundimpact orgreatswathes of
the world economy. Within a very short period,
it has transformed social and economic life
acrosshe planet, causing immediate disruption
to globalsupply chainand effectivelgaralyzing
many economic tties.

The postal sector was not spared by the crisis,
andoperators have struggled to move mail
across borders in the wake of international air
traffic being brought to a near standsitithe

same time, as postal services have continued to
operateduring most lockdowns around the
world, their relevance for populations has been
heightened. In addition, in several countres, e
commerce sales have surged, thus boosting
demand for postal services

Thefull effects of theconomic changes
induced by thisrisishavenot yetbeenreveatd
for themediumandlongterm,or indeedeven
for theshort term.

In this context obngoinguncertainty, making
accurate predictions for the postal sector is an
arduous task, to say the least. However, it is
possible to report on the structure of the sector
prior to the outbreak and $et outa number of
ways in whicthevariabldactorscouldevolve.
This is the key aim ofigipostal economic
outlook.

Thisdocument is divided infgixsections.
Sectiorl describes the latest macroeconomic
trends that are relevant to the sector. Se@ions
3 and4 present théateststructural data for the



1. Jobatkrendgluring the
pandemic

COVID-19 and economigrowth

The outbreak of the novel coronavirus has
altered the economic outlook for 2020. Before
the crisisglobal outputvas already showing
signs of a slowdowwith timid growth in 2019
However, the unanticipated economic shock
created by theandemidasresulted irmost
growth predictiondroppingby several
percentage points

As the virus spreatliringthe firsthalfof 2020
governmerstaround the world startéal
implementhe requisitbealth policy responses
whichhave resulteéhter aliain labair supply
shortages reductiorin domestic and
international mobilityand the severance of
global supply chains. Naive questiosn being
posedo longerrelate tovhether there will kee
potential downturrbut, ratherto the deth of
the recesionand its longerm effects on the
overall economy.

The World Bankredictghat 202Qwill deliver
the worst economicepformance since World
War I1ii The forecast 06.2%growth(Table2),
althoughgrim, is still only a baseline scenario
that willcome to pass$, and only ifthe
pandemids eventuallyproughtunder control.

In 2020, kregions will see their output shrink.

The group ofndustrializedountriesas well as
Latin America and the Caribbgae expected
to see theireal outputdiveby 7% in 2020rhe
economy of théatterregion igarticularly
exposed to the crigdwing tothe sharp fall in
the price otommodites, exports ofwhich
constitutea major source of reverfoe that
geographical grouim the same veintringent
lockdowns in South Asia hayreen rise to
predictions of a 2.7%eontractiorin output
Majoroutbreak®f the virusn Europe and the
CIS have also resulted in greatly diminished
growth prospects4.7%) After years of
sustained growtbwing to their positiort ¢he
heart ofglobalvaluechainscountries irEast
Asia andhePacificregionare expected to
recordalmostzerogrowth (0.5%in 2020The
Arab region has also experierecslowdowrin
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most economic activitiaarelated to qilwhich
mayresult in &.2%reductionn realgrowth. In
Africa, growths predictedo plummet, reachin
-2.8%.

Postal operatorarealready feelindpe effects of
theworseningconomic landscapen 2021t
islikelythat they will be forcad operatavithin

a context ofow investmenandincreased
operating costs. It remains to be seleether

the increase in demand for parcels and logistics
will compensate, at least partially, for the
slowdown of the econory.

E-commerceduring the pandemic

Lack of access to physical shops and the
redu@dmobility ofconsumesduring
lockdowndhasappeaedto offer a boost to the
already flourishinga@mmerce markegiven
the policiegmplemented in responsetie
pandemicdemandrom households and
businesssfor onlineservices and digitally
purchased retail produtias soared

Theyearonyearevolutionin the number of
online orderper weekor retail goods shoves
markedncrease with respect to 2Q@igurel).
Therewasanoticeablepikein March and Apl
2020when many countries startegimpose
lockdown policies.

3
=
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Source: Emarsys, COVID-19 Commerce Insight.
Note: Simple average at the global level.

After the initial relaxation of sanitary measures,
the level of online orders reced&s of August
2020jt continues to grow at a faster rate than
before the'great lockdowp  EtXs\atill too

early tadeterminevhetherthe new acceleration
of this marketwill persisin thelong run
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The greateevel ofdemand for parcels and
logistics has noiecessarily been beneficial to
the international markébr a number of
reasons.

level of disruptioto the international supply
chain.

Undernormalcircumstancethisratio, known
as thestranded maihtio, is close tamne, as
almost every exported item is received by the
importing countryn any given week
February 2020, idratiobegan to incregse
reaching a histonpeakduring the week
commencin@7 April 2020. At théeightof the
crisis, for every 2.3 items expogedweek
only one wasignalle@s receivefI ablel).
Since therthe ratio hasrdpped agaijn
eventually stabiliyatclose to prerisis levels
during the second week of June.

Disruption to the international network

Since the beginning of the panderhie UPU

has been monitoring international mail via its
bigdata platform. It has also been leveraging its
Emergency Information System to collect
essential information on the aapgof postal
operators t@rovideservices.

As of 16 July 2020, 137 countriesl sabmitted
EmIS messages annomgaisruptionto their
opeations. As showin Figure2, international
transport capacity has been the meatvily
affectedarea, wittmore thar816 EmIS
messages sent to the UiRUhis regardince
the beginningfdhe crisis.
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Source: UPU big-data platforn, EMSEVT3 messages.
Notes: Weekly ratio between announced despatch and reception of mail
Electronic Data Interchange (EDI) messages at the office of exchange level.
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Figured4 shows the spread, in percentage points,
between the stranded mail ratio in 2019 and
2020. The spike in April 2020 corresponds to
theperiod of greateslisruptionto the network.
Internationammailflows werdneavily affected by
this disruptionin the midst of aurge in

consumer demand for retail prodwidse-
commerce

Announcement

Problems relatgto the availability dhe

labaur force(111 EmISnessaggsisoresulted

in delays ithe clearance of items through
customs, with an increase from an average of
2 hours to over 64 houfsr barcoded parceds
the peak of the crisifgblel). o

Disruptionto airtransportroutes, coupled with £ 100
labourshortagesas had aimpacton the o
delivery of many postal items, reved#fiag 6o
extent to which thpostal and aviation sectors

are interconnected
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Overall althoughthe international postlipply Tablel Postal disruptioowingto COVID-19

chain has proved resﬂmtnl_rlngthe crisis, Number of EmiSnessageslating to | 217

volumes otrossbordermailhavedecreasd disruptionto the supply of postal servicq

Estimates gneratedrom highfrequency data oo " 16

. . 0 . : . umper of Em essageelating to

indicatea 20% droP 'mtemat'on_al _maﬂs a disruptionto international mail flows

result ofthe pandmic, as shown ifrigure5.

This is gpected to compound lotgrm trends Maximumsiranded mail ratio (outbound 2.3

alreadybservegrior to the crisis, as explained messages/inbound messages) reache( (+134%

. . during the crisis compared

in the next section. with April

2019)

Drop in international postal volumes | 20%

owingto the crisis (iterria all mail

— T 1

g ! classes)

Zoom | Average increase in customs clearanc{ from 2 to
§ " : time (inbound parcela)the peak of the | 64 hours

% ! crisis

g o \ ! Sources: UPU bitata platform. UPU EmIS message
Zm v ! UPU Quality Control System.

Haom Notes: Drop in volumes obtained by comparing the
g V period froml January 2020 8 July 2020 to the

I . periodfrom 1January 2019 &8July 2019.
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data plat
1 line refl

Soutce: UPU
Notes; The ¢ .
The dashed v e indicates he closure of Wuhan Tianhe International Airpon,
The red curve.clepies year-on-year grawth rares.

The spikes in 2019 coincide with scasonal holidays.
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Table2 GDP projections

Real GDP growth 2017 2018 2019 2020 2021
(%)

World 3.3% 3.0% 2.4% -5.2% 4.2%
Industrialized 2.5% 2.1% 1.6% -7.0% 3.9%
economies

East Asia and Pacific| 6.5% 6.3% 5.9% 0.5% 6.6%
region

Europe and Central | / 1o, 3.3% 2.2% 4.7% 3.6%
Asia

Latin America and the ) oo, 1.7% 0.8% 7.2% 2.8%
Caribbean

Arab region 1.1% 0.9% -0.2% -4.2% 2.3%
South Asia 6.5% 6.5% 4.7% 2.7% 2.8%
SubSaharan Africa 2.6% 2.6% 2.2% -2.8% 3.1%

Source: World Bank estimates and projections, Global Economic Prbspe@820

Notes: Regional aggregates based on World Bank regions. The World Bankdefgrslized
HFRQRPLHYVY DV "$GYDQFHG HFRQRPLHVU

Table3 Key macroeconomic indicators

Key indicators 2020 2021
World trade (annugfowth) -16.%%6 13.6%
RetailB2C ecommerce sal¢is billions of USD) 4206 4927
RetailB2C ecommerce sales (annual growth) 19% 17%
Remittance inflow@n billions of USD) 572 602
Remittance growth (annual) -19.9% 5.2%
International postal tonnagnual growth) -20% NA

Source: World Trade Organization, International Monetary Fund, Worl8®tsta, Universal
Postal Union.

Notes:Estimates for 2020 he numbers concerning global trade are taken fron7 the \W-shaped
scenarie.Data on remittancéstakenfrom the World Bank.
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2. Postal traffic

Continuousdecline of letter postexpected
to intensify

Whenthe COVID-19 pandemic struck, postal
operators had already been facing a corginu
decline in the lettgrost segment. Inde€2)18
hadmarked a new contractionboth domestic
andinternational lettgpost flows.

Table4 Global postal traffic

ltems Annual 10year
(2018) growth compound
(2018, %)| annual growth
(%, 2008018)
Letterpost 295.76 | -4.86 -2.82
items, domestic| billion
Parcepost 14.88 8.26 7.49
items, domestic| billion
Letterpost 3.55 -2.99 -3.12
items billion
international
Parcebpost 0.18 3.15 12.98
items, billion
international

SourceGlobal estimatesabed on UPU official statistics

As shownin Table4, the volume oflomestic
letterpost itemshiank byapproximately.9%
in 2018 Thisrate ofdeclineexceedthe 10year
trendof -2.8%per yeamwhich means that
domestic lettepostvolumesweredecreasing at
an accelerating ratéistrend is expected e
confirmedoncethefinal figures for2019 are
availabléFigure6 andTable5), with lossgof
10 billion itemgveryyearVolumes of
international lettgrost item$avecontinued to
declingn line with thelO-yeartrendof -3% per
year

410 B
w» 400B
g 390 B
= 3808
L 370B
3608
g 3308
O 340 B
3308
% 320 B
23108
T 300B
£ 2908
280 B

270 B

2007 2009 2011 2013 2015 2017 2019
Year

d

Forecast (95% confidence interval)

Source: Global estimates based on UPU official statistics.
Note: Forecast based on Auto Regressive
Integrated Moving Average (ARIMA) models,

Tableb Forecast for domestic mail items

Forecast items (2019)
Domestic étterpost items 285.7
Domestic prcelpost items 15.6

Notwithstanding the global trends, there are
considerable differences in the evolution of
traffic betweemegions.

With regardo domestic letter post, 2018
brought substantial volume losses in Africa (
23%) the AsiaPacificregion(-9%), andLatin
America and the Caribbeahl@6).ThelCs,
which stillaccount fol88% of global volumes,
remain the regionith the éastdecline in this
segment-2.5% per year since 2Q08Jowed

by Eastern Europe and the Ci&2% per year
over the same period).

International lettgrost volumes have halved
almost everywhere over fiast decadbut
havemore than douklin the AsaPacific
region

Traditionally, demand for maibductshas

been procyclicale.economic downturns, such
as the Great Recession of 2089, have
deeply affected postal flovslmittedly
electronic substitution remains a key driver for
the longterm decline of letter postowever,
demand for services in this segment still
correlatestrongly with GDP per capiteigure

8 andFigure9). In this contexthe projected
sharp recession in 2020 #mel20% drop in
international mail flows following the COVID
19 outbreak (see previous section) do not augur
well for ktter post in the near future.

While it is difficult to make a prediction for
domestic mail in 2020, a panel data analysis of
170 countriefor the period fron2000to 2018
shows that théorecast.2%dropin GDP in

2020 may cause letparst flowso dedine by
4.1%. Thigjoesbeyond the3%figurethat

would have been expectedine with longerm
trends i.e.in the absence @OVID-19
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Parcel postcontinues togrow, despite the disposable incomeemand for parcel postll
pandemic bedrivenprimarilyby the development of e
Unlike letter postjolumesof parceposthave commer::emhlls lc?ntdext\_/otlurfnesf mr;r:ls
continued to expand rapidRigure7). In 2018, ;segrrsen "f[‘ ('jgy 0 ?wa € ;r Iro €
parcelpostgrowth oncegairexceedethe 10 ongterm trendLJomestc parcalolume
year trend (i.e. 8.3% %) Further shouldthusincreaséy at leas?% in 2020,
expansion is' Ii.ke.ly ihefuturé with the while the evolution in international parcels will
Co e be more uncertaigiventhe severbottleneck
number ofitemsper yeain this segment ,
predictedo exceed6 billionin 2020 depite createdt WKH KHLJIKW RI WKH "JUHDW

the impact of COVIBL9

30 CN

GDP (current USD, in logs)

2007 2009 2011 2013 2015 2017 2019
Year

Forecast (95% confidence interval) 5 10 15 20 25

. . . Letter post (domestic, in logs
Source: Global estimates based on UPU official statistics. § . .P‘ ( ? & )
Note: Forecast based on Auto Regressive Source: UPU officials statistics and World Bank WDI, 2018.
Integrated Moving Average (ARIMA) models,

This global trend is perceptible in all regions _

domestic parcel volumieaveincreased

everywhere over the last dechdparticular, ” .
impressiveloubledigityearly growth rategere E e S
recorded in 201i8 Africa 0%)andthe Asia = o
Pacificregion(31%).Howeverthe overall ) o @ PEg T ECERy
dynamic istill driven by théCs, whose share 2 SRCT P .
of global traffién this segment is around 93%. = . mﬁi @&
For the other regions, itéstimated that = W
volumes have tripled in Eastern Europe andthe G . 5 e
CIS and quadrupled Latin Americaince 0 o
2009 :

5 10 15 20
With regardo international parcelthe highest Parcel post (domestic, in logs)

Source: UPU officials statistics and World Bank WDI, 2018.

yearly growth rategererecorded inhelCs,
Eastern Europandthe CIS and theAsia
Pacificregion with figureganging from % to
6%. In contrastparcel export volumés Latin
America and in Afridaave droppeih recent
years.

As with all economic activities during the

COVID-19 crisis, predicgparcel volumes a

difficult exercise. However, caspectvill
undoubtedlyemaintrueas the year draws to a
closein the absence of major logistical

disruption omsharp decrease KR XVHKROGV -
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Table6 Postal traffic numbers by region
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Region Measure Millions of items (2018) Annual growth 10year CAGR
rate (2018) (20082018)

Africa Letterpostitems, domestig 7315 -22.75 -10.22

Africa Parcepost items, domesti 5.8 53.36 4.19

Africa Letterpost items, 41.8 -4.85 -9.18
international

Africa Parcepost items, 0.3 0.08 -5.05
international

Arab region Letterpost items, domesti 678.3 -1.20 -6.13

Arab region Parcebost items, domesti 10.9 NA* NA*

Arab region Letterpost items, 46.1 5.84 -14.32
international

Arab region Parcepost items, 0.7 -31.31 6.90
international

AsiaPacificregion Letterpost items, domesti 15,118 -10.82 -5.51

AsiaPacificregion Parcepost items, domesti 530.6 31.05 5.45

AsiaPacificregion Letterpost items, 1,387.9 6.28 9.62
international

AsiaPacificregion Parcebost items, 5.6 5.58 2.23
international

Europe and CIS Letterpost items, domesti 12,001.4 -1.07 -4.20

Europe and CIS Parcepost items, domesti 214.0 7.90 13.12

Europe and CIS Letterpost items, 162.1 5.41 -4.25
international

Europe and CIS Parcepost items, 4.6 5.47 12.52
international

Industrialized Letterpost itemsgdomestic 260,476.8 -4.50 -2.45

countries

Industrialized Parcebost items, domesti 13,982.6 7.47 7.45

countries

Industrialized Letterpost items, 1,881.9 -9.58 -6.45

countries international

Industrialized Parcebost items, 167.6 3.41 13.91

countries international

Latin America and Letterpost items, domesti 6,755.9 -8.69 -5.09

Caribbean

Latin America and Parcepost items, domesti 133.0 8.50 16.93

Caribbean

Latin America and Letterpost items, 31.8 -1.80 -9.09

Caribbean international

Latin America and Parcepost items, 0.4 -45.03 -5.10

Caribbean international

Source: Regional estimates based on UPU official statistics.
*Not availablenew data from Morocco has resulted in a lingbk timeseries.
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3. Postal reversie

The postal decouplingphenomenon
continues

In recent yearpostal revenue fgrown in
nominal termdn 2018 revenu@moungdto
267 billion SDR.e.3.9% growth compared
with 2017.

220
o 210
& 200
190

= 140
T 130

100
1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
Year

== GDP, PPP {basc 100-1996)
= Postal operating revenues, PPP (base 100-1996)

Source: World Bank WDI and estimates based on UPU official statistics.
Notes: Values normalized to 100 in 1996 to allow for trend comparison.

The numbers shown kKigurelOreveatwo
important facts.

Firstly, thevel NQRZQ SKHQRPHQRQ
G HF R XS @Geby@niph aliyee. the global

postal sectacontinues tainderperformelative

to growth oftherealglobal economy his

worrying trends cleafrom a comparison of
annuagrowth of GDPwith that ofpostal

revenue adjusted for purchasing power parity
(i.e. in real, not nominsrms).

Secondly, thie aredisparities between country
groups and regions. time AsiaPacificregion,
nominal revenue b&ipled over the last decade
wheread shrank by 17% in Africa and in Latin
Americaand stagnated in Eastern Europe and
the CISThe global trend igigenmostly by the
ICs, which still represeff0% of global revenue.

Table7 Postal revenue

Revenue | Annual 10year
(2018) growth compound
(2018, %)| annual growth
(%, 2008018)
Operating 267 3.9 2.0
revenue billion
SDR

Source: Global estimates based on UPU official statistics

UNIVERSAL POSTAL ON| 2020

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

= Financial services
B Letter post

® Other products
® Parcels & Logistics

Source: UPU official statistics.
Notes: Simple average by year at the global level.

The shift in business model pursues its
course

Althoughthe largessource of financial income
for postal operatorsemainsthe lettefpost
segment(39% over the last three yearthe
proportion of revenue stemming frgmarcels
and logistiecontinuego expand27% in 2018)
This is a wekstablished tren@ut it doesnask
some regional disparitids. the AsiaPadiic
region parced and logistics outperforrietter
post in terms ofproportion of revenue, thus
effectively constituting core businessAt the
game dimgRRy peatribution of postal financial
services has not changed significantly over the
last decade.

The relationship between diversification
expansion of international servicesraadnue
growthwouldrequire more detailed analysis.
any case, it remaingi® seen whetheounting
on parcels and logistigdl ensure revenue
growthfor operators in #long run.

Outlook for 20202revenue

Givenits impact orpostaltraffic, COVID-19
will undoubtedlyravemade aentin postal

R S H U EVémruyitheend 0f2020 Based on
apanel ofLl97countries and territorieser the
period from2000to 2018, théongterm
elasticity of postal revenue with respect to GDP
is estimated to bdeetween 0.32% and 0.47%.
Taking as a baseline t8e2% prediction for
global GDR the total loss of revenue for the
postalkectorin 2020couldtherefore béetween
4.5and 6.%illion SDR.
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4. Postahifrastructurand staff

Access to postal services

Table8 sets out theroportions othe
populationwith access to different postal
delivery modes. Téefigures were estimated
based on a sample of 99 countaed the
proportions are weightedcading tothe
population of these countries. The sample
covers a global population of around 5.126
billion.

The proportion othe population without
access to postal services is negligible i@ghe
andEastern Europe and the CHitcontinues
to be ofconcernin Africa (above 10%).
Nevertheless, should be noted that this
proportion is more difficult to estimate for
Africa than fothe other regions.

Access to postal services isthetsame as

home delivergf mail Assuming that the
countries in theample are representative of the
global situatignmore than héhk billion people
worldwide haveo collectheirmail from postal
establishments. This mode of access is
predominant in Africa andlativel}common in
the Arabregion

Table8 Delivery modes and access to postal services

Population | Population
having having to Population
mail collect mail without
delivered from a postal | postal
at home establishment | services
Africa 15.8% 71.5% 12.6%
Arab region 83.1% 14.4% 2.5%
AsiaPacific
region 96.7% 1.6% 1.6%
Europe and
CIS 98.5% 1.5% 0.0%
Industrialized
countries 99.3% 0.7% 0.0%
Latin
Americaand
Carbbean 90.3% 4.4% 5.3%
World 90.6% 7.0% 2.4%

Source: Estimates based on UPU official statistics.
Notes: Regional grougsfined in the appendix.

Post offices

According to 2018 estimations, the global
infrastructure of postal operatomsmprises
approximately 65800post offices. This

number has remained relatively stable over the
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last decadevith anestimate@veragannual
decrease of 0.12%urthermore,r@und one
third of these office€1800Q are outsourced.

Howevergs Table9 showstherehas beea
considerableeduction irthis postal
infrastructure over the last decisdsome
regionsA certain degree of variability in the
number of permanent post offices over the
years is observedtire AsiaPacificregion
attributablemainlyto the fluctuationn
collection points in Indonesia.

Moreover, Bhough almost 50% of permanent
postal offices are locatedtie AsiaPacific
region themostdense networfin terms of
postofficesper capitacan be found in Eastern
Europe and the CIS, followed by ths IC
(21and 18 offices per 1,000 inhabitants,
respectivelyBy contraste African postal
network is sparse, withly one office per
10Q000 inhabitants.

The last decade was markedrgoing
outsourcing of postal officestireICsand in
EasterrEurope and the CIS. Some of the
leading European operators have completely
outsourced their points of contact withirthe
customes. At the same time, the proportion of
outsourced offices decreaseth@AsiaPacific
and other regions.

Postal staff

The toal number of staff employed fystal
operatorsn 2018 has been estimaded.23

million. Parttime staff represent 21% of this

figure (1.11 million). Theorkforcehas

gradually shrunk over the last decade and is now
6% smallethan ten years ago.

Parttime employment is populartire ICsand

in Eastern Europe and the CIS. In these regions,
parttime employees represent one quarter of
SRVWDO RtalldtafDMoRO/St, this
proportion isgrowingsteadilyn the ICsFulk

time employmeris prelominant in Africa,

Latin Americaand the Arab region.

The largest employers postal operatoiis the
ICs (46.6% of the total figurdpllowed bythe
AsiaPacificregion(32.3%pndEastern Europe
and the CIS (14.3%9)nly about 1% of staff
employed yppostal operatomsork in Africa.

Evengreatedisparities between regions appear
in terms ofroductivity expressed as the total
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number of exported and domestic items (parcels
and letters) per staff membef018

In that yearthelCs genera@more than

4.5million items per staff member. In Eastern
Europe and the Cléhdin the AsiaPacific

region thesefigures wer20Q000and 27300

items per head, respectively. Finally, productivity
in Africaand in the Arab regios almost 400
timeslesthan in the IG at aound 12000

items per staff member.

In 2018 after a decade of stagnatjpostal
employment in Africa was estimated to have
grownby more than 6%-However, the
infrastructure does happear to haviellowed,
and hefastgrowing populatiom that region
has the highest percentage of individuals with
limited or no access to postal serviteguld
seem that the very smailumes recorded in
several countries of the regi@mnot be
increasewithoutthe boost ofhoverment
investment in postal network infrastructure.

Further pressurewill mount on postal
infrastructure

COVID-19 haexacerbated the pressures on
postalinfrastructure that kabeen
accumulating over the yeditse dsruption
caused tpostal supply charand the
subsequent losses in volumesst be added to
theincreasingosts of runninguch a large and
dense networl.he lowmarginnatureof parcel
postandthe declinén letterpostvolumes
combine taccompoundhe impacbn the
economics of the sectin this context,
productivity gains will become all the more
critical for the sustainability of postal operators
in the mediunto-long run.
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Table9 Number of post offices by region

POSTAL ECONOMIC OWK

Region Measure Value (2018) | Annual growth CAGR growth (2008018,
(%) %)
Africa Total number of post offices 11581 -0.80 -1.31
Africa Offices managed by the operal 8,283 1.66 1.83
Africa Outsourced offices 3,298 -6.47 -6.28
Arab region Total number of posiffices 17201 2.56 0.96
Arab region Offices managed by the opera; 12103 0.62 0.28
Arab region Outsourced offices 5,098 7.46 2.80
AsiaPacificregion Total number of post offices 327094 -0.76 0.68
AsiaPacificregion Offices managed by tbperator 227312 0.50 1.38
AsiaPacificregion Outsourced offices 99782 -3.51 -0.73
Europe and CIS Total number of post offices 102017 -1.53 -0.76
Europe and CIS Offices managed by the operal 93787 -2.51 -1.08
Europe and CIS Outsourced offices 8,230 11.28 3.89
Industrialized countries Total number of post offices 159630 2.72 -0.26
Industrialized countries Offices managed by the opera; 83584 5.17 -1.27
Industrialized countries Outsourced offices 76046 0.15 1.00
Latin America and Total number of post offices 38213 -3.10 -3.61
Caribbean
Latin America and Offices managed by the opera; 12965 -1.68 -0.58
Caribbean
Latin America and Outsourced offices 25248 -3.81 -4.84
Caribbean
World Total number of post offices 655741 -0.11 -0.12
World Offices managed by the 438039 0.65 0.18
operator
World Outsourced offices 217702 -1.61 -0.70
Source: Regional estimates based on UPU official statistics.
Note: Regional groups defined in the appendix.
Tablel0Postoffice staff numbers by region
Region Measure Value (2018) Annual growth (%) CAGR growth (%)
Africa Fulktime staff 59,109 3.74 0.50
Africa Parttime staff 2,776 205.05 2.39
Africa Total staff 61,885 6.90 0.58
Arab region Fulktime staff 113,438 -1.42 -0.84
Arab region Parttime staff 2,452 3.90 -0.12
Arab region Total staff 115,890 -1.31 -0.82
AsiaPacificregion Fulktime staff 1,369,731 -0.05 0.73
AsiaPacificregion Parttime staff 318,591 -4.11 -1.15
AsiaPacificregion Total staff 1,688,322 -0.84 0.34
Europe and CIS Fulktime staff 551,526 -0.68 -3.64
Europe and CIS Parttime staff 194,640 -4.98 2.97
Europe and CIS Total staff 746,166 -1.84 -2.33
Industrialized countries Fulktime staff 1,838,297 -1.85 -1.50
Industrialized countries Parttime staff 599,259 5.43 0.54
Industrialized countries Total staff 2,437,556 -0.15 -1.04
Latin America and Caribbean| Fulktime staff 176,882 -2.79 -1.03
Latin America and Caribbean| Parttime staff 2,260 -21.58 -5.96
Latin America and Caribbean| Total staff 179,142 -3.09 -1.11
World Full-time staff 4,109,179 -1.05 -1.09
World Part-time staff 1,119,974 0.75 0.37
World Total staff 5,229,157 -0.67 -0.80

Source: Regional estimates based on UPU official statistics.
Note: Regional groups definedhia appendix.
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5. Competition

Measuring competition in the postal sector

Thedecadefong trend of liberalization of
postal markesthas resulted in increased
competition among postal operators in the
traditional segments of letparst,parcepost
and expresmail As designated operatdrave
historically been the main providers of postal
servicesanalyzing their market sh@revides a
good indication of theéegreeand evolutiomf
competition in theector

Every yearisce 2015he UPU has a€ld
regulatorso complete aofficial statistics
guestionnairen competition in postal markets
in three key segments: leftest, parcgbost

and expressiailservices. The first results of
thisdata collection process were presented in
the 219 edition of the postal economic
outlook.

Based omepresentativeata from 2016 to 2019,
this report provideaccurate information on a
sample of 78 countries in the legiest
segment, 69 countries in the pgoost
segmentand 59 countrider expessmailvi

Market share around the world

These findings can also be extrapolated, albeit

with care, to a sample of 168 countuigisg
standaramethoddor the treatment ahissing
data(see detailed methodologymmex 2vii).
The corresponding results are showkigare

[y
[\

Lett 76.70%
etters DOs
35.50%
Parcels DOs
39.90%

Express DOs

0 10 20 30 40 50 60 70 80 90 100
Market share

Source: global estimates based on UPU official statistics
(2016-2018).

Letter-post multiplier

'2V FRQWLQXH WR KROG WKH OLRQC
letterpost segment worldwide. Thanks to their

strategic position as the incumbent, they control,

on average, 76.8% of their domestic markets. In

addition, more than 50% of DOs retain more

than 79% of their dorsgc markets, which

indicates that most domestic leftest markets

remain concentrated in the handsistoric

operators

Figurel3illustrateshe geographical
distribution of the competition multiplier for
letters. Averages at the regional level are still
very homogeneous. In Afri€0s have an
average market shafe80%for letterpost In
thelCs, theaverage market shagalso highat
82, andit isonly venyslightlylowerin Europe
andtheCIS at7%6. Gmpetitionseems
somewhastronger irthe AsiaPacificregion
where the markshare of incumbengsands at
7%%. TheArab regiorand Laih America and
the Caribbeaappear to have the highest degree
of competition intheletterpostsegmentwith
DOs holding a market share of 68% and,72%
respectively

Parcelpost multiplier

In contrast to lettgpost, the past-post

segment exhibits stronger competjtiaith

DOs holdinga much lowemarket share (35.5%
on averageAroundhalfof sampledOs have
less tha32% of their respective domestic
parcelpost market

From a regional perspective, onlh&iCs do

DOs appear to have a market share greater than
50% (their average multiplier is 52%), while in
Europe andheCIS thsfigure is 44%n

average

'2V - DY H brikegdthain the parcepost
segment in Latin America and the Cariblzean
25%, similato both Africa (23%And theAsia
Pacificregion(29%). The Arab regipat 36%
stands in between these different groups.
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© 2020 Mapbox © OpenStreetMap

DOs’ market share — letter post

0.0 I I —100.0

Source: Estimates based on UPU official statistics.

Notes: The boundaries, colours, denominations and any other information shown on this map do not imply, on
the part of the UPU, any judgment on the legal status of any territory, or any endorsement or acceptance of such
boundaries.

© 2020 Mapbox © OpenStreetMap

DOs’ market share — parcel post

0.0 I——— Y —100.0

Source: Estimates based on UPU official statistics.

Notes: The boundaries, colours, denominations and any other information shown on this map do not imply, on
the part of the UPU, any judgment on the legal status of any tetritory, or any endorsement or acceptance of such
boundaries.
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Expressmail multiplier

The market for express deliveries of goods and
documentseflectsa vey similar structure to

that ofparcel post. On average, Ditadd

39.9% of their domestic exprasaslmarket.

Thistrend is ao reflectedcross the different
regiongFigurel5). Estimates indicate thaOs
in thelCs told on average 41% of their
domestic expressailmarkets. In Europe and
the CIS, ths proportionis substantially loweat
31%.Howeverthe results amelatively
homogeneous across tither geographical
groupswith 36% in the Arab region, 44%he
AsiaPacificregion 41% in Latin America and
the Caribbegmand 45% ifrica.

Overall, the estimates suggest@Di®s holda
slightly greater shasktheirdomestic express
mail marketthanof theirparcel postnarkets

Figurel5'2V - P D U N H@kpkeksDriaiH
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6. Conclusion subsequentlpg steam as restrictions were
easedMoreover, tis effectwasby no means
uniform across the world wasstronger in
countries with higher purchasing power and
much more muted in developing countries.

As this report has shown, COVID has
acceleratelansformations thamighthave
taken years to materialize inqnisis

circumstances. As a global recession2020s inevitable, a

o ) i shortterm drop in disposable income is all but
Before the pandemic, international traffic, certain, in the abace of public support. Time
especiallparcels, was one of the fasgzetving will tell whether thidownturnwill intensify in
segments for DOSlewerthelesshis emerging the coming years, denting the growth prospects
source of growtlvas by no means a panacea for ¢ postal operators worldwide whetherm
the longterm decline of the traditional letter combination of accelerated@nmerce growth,

post business SDUWLFXODUO\ DV "2 \aecommodating public policies andstments
diversification of revenue streams had not been  anda swift resolution of the underlying health

asextensivasthechanges in postal markets. crisiswill be enough to prevent the most

In addition, postal infrastructuneasalso adverse scenarios.

steadilydecliningalthough the combined
network of 65@00post offices and 5.23 million
employees remained a powerful asset for DOs
worldwide.

Competition was strong in the postal sector
owing to fructural wealesses and regulason
conducive to market liberalizatianth DOs
holdingon tomore than three quarters of the
declining lettepost segment, but less than 40%
of the highgrowth parcels and expresail
sectors

Moreover, the lownargin nature of delivery
services and the continuous erosion of the
letterpost segmemhean thamuch higher
growth volumes or margiage requirethan
those offered so far by tharcelpostsector.

Several months into the COVI cisis,the
international logissdottlenecks experienced
from Marchto May 2020 appear bhave been
overcomeHowever, lhe loss in crodsorder
traffic stands a& whopping 20% over the year.

It is not yet cleawhether this implies a net
destruction ofalue, i.e. a situation in which the
sector wilhave to start over with much lower
volumesor whetheat least some tfe lost
ground will be recouped once the pandemic is
under control.

It is true thae-commerce and the
corresponding deliveservicebave
experiencedsurge during the COVHR9
crisisHoweverat least in parthis appears to
have been the result of a mechanical effect
caused bthe sudden lockdownghich
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Annex 1: &gional trends

Regional trends 2tables and graphs

Regional evolution of internatioteterpost Regional evolution of internatiopatcepost
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Annex 2: ligthodology for the estimation of market share multipliers

The estimation of market share multipliers is an extrapolation of the statistical country database to a
sample of 168 countriesingstandaranethods for théreatmenbdbf missing dataThe procedure
compriseswo steps. Firlyt, for all the countrieswit DYDLODEOH GDWD D VHW RI "FRPS
defined as follows:
/ BERD e UUUO
BOccHTs ¢ Omp ¢ o@D UL U O
[ %BEEOAO@EOUUUO
4040387 com0a0@DOULUO
;o 1%hED 884 BOBRIOVUUO
peadokTooneasmong@OoU U U0

Seconty, the missing data points are estimatgdafive-fold nearesheighbarr imputation algorithrm.
The algorithm requirésata number o§imilarity measures betw®#ds and countriebe definedso
that missing values can be estimatdtie basis & weighted averagkthe closest available
neighbars. For the purposef this study the followingsixsimilarity measurase used

i) Income level of the countrymeasured by GDP per capita in current USD

ii) Digital environment: measured by the percentage of the populatiohnigtimet access

iii) Density of the postal networkmeasured e number of post officgsersquare km

iv) Economies of scale in lettepost: measured by the HVLJ QD W H G-cRddetiecd WR U -V S+
traffic;

V) Economies of scale in parcgbost: measured by the HVLIJQDWHG-dB@a UDWRU -V S|
parcel traffic

Vi) Competition in a mail segmentvalue of the competitiomultiplier in one of the
segments adjacent tatmissing.

The detailed table of medians and meamevgledbelow, together with density estimation graphs.

Starting sample Imputed sample
Mean Number of | Mean | Number of
obs. obs.
M 76% 78 77% 168
letters
M 42% 69 37% 168
parcels
M 39% 59 40% 168
express

Source: UPU official statistics.

Notes: Imputed sample based €ol8 nearest neighbio
imputation algorithm. The results are presented both for t
norrimputed and imputed samples for comparison purpos

23



POSTAL ECONOMIC OWK

Market share estimates per postal segmenrtdensity distribution
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Annex 3List of countries and regidaasification
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