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MOORE BCS BUSINESS OPPORTUNITY ANALYSIS INPUT

Preface

This volume is the final report of the 1989 Moore BCS
business opportunity analysis study. It serves the central

mission of analyzing the findings of thirteen separate
vertical market studies and consolidating them in one
overall cross-industry assessment to assist Moore BCS in

focusing its business activities.

The results of the thirteen (separately bound) vertical

market studies are incorporated here by this reference to

them.
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I. Introduction
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A. INPUT Research
Objectives

1. Evaluate market opportunities for current Moore BCS
services

• Application types

• Vertical markets

2. Identify and evaluate new value-added opportunities

• Service type

• Vertical market

• Sales/delivery mechanisms

3. Analyze cross-industry business opportunities

4. Use a 3-5 year planning horizon that:

• Accommodates new technology lead times

• Doesn't relieve necessity to move aggressively now

5. Business opportunity assessment questions:

• Is it real? (INPUT research objective)

• Can BCS win? (BCS responsibility)

• Is it worth it? (BCS responsibility)

I- 2ZMDS-FR



MOORE BCS BUSINESS OPPORTUNITY ANALYSIS INPUT

B. Moore BCS Study
Purpose

Provide Moore BCS with an information base to:

1 . Guide transition from product supplier to successful
solution provider

2. Develop a market strategy focus

• Vertical markets

• Cross-industry services

• Specific applications

3. Guide BCS implementation planning

• Product/service development priorities

• Marketing plans/promotional plans

• Alliances

• Acquisitions

• Sales strategy

• Personnel assignments

• Organizational strategy

• Investment requirements/priorities

4. Achieve:

• Increased sales effectiveness

• Reduced unit production costs

• Increased revenue and earnings growth

I- 32MDS-FR
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C. Research Scope
1. Thirteen vertical markets

• Six covered in depth

- Insurance

- Finance

- Retail

- State & local government

- Education

- Telecommunications

• Seven with abbreviated coverage

- Manufacturing

- Wholesale

- Transportation

- Health care

- Utilities

- Services

- Federal government

2. Card processing studied as a special case

3. Service types

• Basic (BCS business today)

• Enhanced (BCS future business)

4. Focused on repetitive mission-critical applications rather

than ad hoc or 1099 type business

5. Excluded promotional mailings (except for education)

I- 4ZMDS-FR
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D. Definitions

1. Business mailing process chronology—front- and
back-end services

Moore Customer
(Front-End)

Moore
Variable-Image

Mailing Service

Moore Customer
(Back-End)

Fixed-Print

Specs

(^^[[^cipient

Variable

Data

-k

C^^^cipient

Data Base

Variable

Imaging

t
Distribute

A.

Informational

applications

(no action required)

pmotional
A^lications
Process ordej

fulfHiment

Optidtaal

-Tracl^iCjying

patt^

-UpiMte
cu^omer
i^cords

^nalyze
performance

C.

Transaction

Applications

• Process return

information $ funds

(lockbox

Intermediary)

• Update multiple data

bases

• Other 3rd parties?
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D. Definitions

2. Application/service definitions

Basic Services

• Variable-image printing or embossed cards, plus related

mailing services such as stuffing, sealing, metering, sorting,

and post office delivery

Enhanced Services

• Basic services, as defined above, when integrated with any

value-added front-end or back-end services. Typically of

information services content (e.g., data base management)
but also including any other business services (e.g., lockbox)

(and/or)

• All-electronic solutions as a replacement for, or supplement

to, paper-based business communications (e.g.. Electronic

Data Interchange, or EDI)

3. Mission-critical applications definition

• l/ser defined as being more important than other
variable-image mailings

• High frequency, high volume, predictable

• Better business for BCS than the current mix of ad
hoc, project-oriented overflow work with peaks and
valleys

I- 6ZMDS-FR
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E. INPUT’S Research
Process

1 . Understand the current BCS business

• Internal interviews

- Management

- Finance

- Marketing

- Sales

- Manufacturing

• Facility visits

- Thurmont

- Elk Grove

• Detailed analysis of 60 product sarhples across
all industries

• Eight on-site interviews with current customers
in different industries and geographic regions

2. Team with BCS marketing on vertical market
studies

3. On-site client review of results from first vertical

study

ZMDS-FR I- 7



MOORE BCS BUSINESS OPPORTUNITY ANALYSIS INPUT

E. INPUT’S Research
Process

4. Complete verticals research

• 300 vertical telephone interviews

• Half senior executives; half operating managers

• Required approximately

- 3600 calls, to get

- 1200 valid company contacts, to get

- 300 valid interviews

5. Senior researcher "group think" on findings

6. BCS marketing review of draft findings, conclusions
and recommendations

7. Prepare and deliver final report and presentation

I- 8ZMDS-FR
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IDS Internal Interviews

Mike McFarland General Manager

Steve Coleman VP Marketing (USBF&SD)

Dennis Dracup Controller

Cheryl Johnston Manager, Marketing Planning

Jim Nelson Finance Marketing

Ann Perraud Insurance, Healthcare Mktg.

Sam Davis Government and Utilities Mktg.

Martha Balshaw Card Services Marketing

Wes McCracken Midwestern Area Manager

Tom Booth Eastern Area Manager

Lois Nestor Eastern District Manager

Dennis Bailey Western Area Manager

Joe Colombatto Thurmont Facility Manager

Jenny Ogle Elk Grove Facility Manager

I- 9ZMDS-FR
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F. Vertical Market Report
Development Process

step

#1 Review Moore BCS marketing plan (where
available) and INPUT MAPS program vertical market
analysis report

#2 Clarify with BCS marketing as necessary

#3 Researcher develops research plan and reviews
with INPUT project leader

#4 Researcher and INPUT project leader review
research plan with client and gain approval (fax plan

description and discuss on phone with Cheryl Johnston
and marketing manager)

#5 Perform interviews and preliminary analysis

#6 Review preliminary findings with client by phone

#7 Complete first draft report and submit to INPUT
project leader

#8 Revise/edit/proofread

#9 Send final draft to client for review

#10 Make any necessary client revisions

#11 Print and bind

#12 Deliver to client

ZMDS-FR I- 10
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G. Measurement
Methodologies

1. All measurement methods, assumptions, and
calculations are openly reported and easily changed to

accommodate different perceptions and/or new findings

2. Opportunity size measures

/ Market Forecast

= Real or latent potential user

$ expenditures on the application

example: P&C insurance premium notices

$ Opportunity

= # of P&C premium notices/year x unit cost

= 1 .3 billion x $0.1 3/unit

= $169 miilion/year

(all unit costs were supplied by BCS marketing)

One exception: As part of its search for enhanced
services, NPUT evaluated the potential for EDI
applications. INPUT has a major EDI research service

that has developed detailed estimates of the size of the

EDI market for different vertical markets. A team of

senior INPUT consultants took the most recent INPUT
research studies, estimated EDI market penetration in the

applicable industries, and projected the total potential size

of the EDI opportunity by dividing the market size by the

estimated penetration rate.
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G. Measurement
Methodologies

3. Opportunity Attractiveness =

size X willingness to outsource x level of pain/problem

Size scale 1 to 5:

•1 $1 - 100 million

• 2 101 - 300 million

• 3 301 - 700 million

• 4 701 - 1000 million

•5 > 1000 million

Willingness to Outsource (subjective 1-to-5 scale)

Level of Pain or Problem (subjective 1 -to-5 scale)

Note: this is a geometric (nonlinear) rating scale

• 5x5x5 = 1 25 max rating

• 3x3x3 = 27 middle rating
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G. Measurement
Methodologies

4. Bias in opportunity size and attractiveness ratings:

• Application Selection Criteria—focuses on
mission-critical

- Ignores most W2, 1099 opportunities

- Excludes many ad hoc "today type" opportunities

• Attractiveness ratings overstate value for industries

with many small applications

5. INPUT process for maintaining consistency in subjective

ratings:

• Use standard, proven techniques in interviewing and
documenting responses (e.g., 1 to 5 rating scale with

definitions)

• Use the same research process and methodology for

all verticals

• Project manager responsible for consistency/quality

assurance

• Use senior (experienced) researchers

• Use as few researchers as possible (leverage their

learning)—four primary team members

• Interaction among research team members in

comparing/discussing findings

• Conduct multiple internal reviews and client reviews of

research findings and conclusions

ZMDS-FR 1-13
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H. Interpretation Guidelines

1

.

In subjective judgments, INPUT has consistently

attempted to understate opportunities
2.

More important than the absolute measures of

opportunity size and attractiveness is their relative

va ues—the BCS business objective is focus, i.e., which
opportunity is better or worse, not what shade of grey it is.

3.

In spite of depth and breadth of the research,
exceptions will probably be found....

• Most will be a matter of opinion or perspective

• Some will be a matter of fact

Any subsequent change desired by BCS can be easily

accommodated in the quantitative analysis.

ZMDS-FR 1-14
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II. Vertical Market Opportunity
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A. Insurance Industry Summary

Applications Considered

1= Segments studied:

• Property and casualty

• Life and health

• Third-party administrators

• Blue Crosses

2. Applications considered:

Government
Forms

Surveys

Mission

Critical

Proxies
1 1. Policies

1
Legislative

I 2. Premium Notices I Compliance

\ ^ Explanation of
j

Benefits with

Check (EOBs)

ID

cards

Benefit

Updates

3. Basic service opportunities cross most segments— EOBs in Life

and Health segment is most attractive

Basic Services Opportunities

Type Size

($ Millions)

Relative
,

Size
'

Willingness

10 Outsource

Level of

X Pain or

Problem

Attractiveness

= Rating

Value

Auto ID 56 1 1 2 2

Policies 455 3 1 2 6

Premiums 245 2 1 1 2

EOBs
with checks

187 2 2 3 12

Total basic 887 22
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A. Insurance Industry Summary
4.

Numerous
enhanced service

opportunities—al

so concentrated

in the life and
health segment

5.

Basic services target consumers only; enhanced services target

businesses as well (EDI claims). This Is the leading industry for internal

efficiency applications.

Opportunity Attractiveness by Target Audience
(Attractiveness Rating Scores)

Type of

Service

Target Audience

Owners Employees Customers Suppliers

Internal

Efficiency Total

A. Basic

Subtotal

BusinessI Consumer

(22)

1
EOBs

' (12)

^ Auto ID

I

(2)

1
Policies

> (6)

1 Premium

1
(22)

B. Enhanced

Subtotal

1

EDI
1

EFT/ACH

Claims ' Collection

(100)
1

(18)

1
Bill/collect

1 (3)

4-

(100) ,
(21)

Electronic

imaging

(36)

Bar code

(9)

(45) (166)

Total

1

(100)
,

(43) (45) (188)

6.

Overall; A promising industry for enhanced opportunities (EDI)

connected to basic applications (EOBs)

ZMDS-FR

Relative Attractiveness Ratings of

Enhanced Services Opportunities

Type
Size

($ Millions)

Relative

.

Size
' ^

Willingness .

to Outsource

'

Level of

< Pain or =

Problem

Attractiveness

= Rating

Value

Bill/Collect 433 3 1 1 3

EFT/ACH 470 3 3 2 18

Bar Code 642 3 1 3 9

Elect. Images 424 3 4 3 36

EDI Claims 1,694 5 5 4 100

Total

Enhanced
3,719
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B. Finance Industry Summary

1. Segments studied:

• Banks
•S&Ls
• Credit unions
• Finance companies

2. Applications considered:

3= Many substantial basic

opportunities exist—unfortunately

the largest is a January job

• Full-line brokerages
• Fund managers
• Mortgage servicers

Basic Services Opportunities

Type Size

($ Millions)

Relative

Size ^

Willingness

to Outsource'

Level of

< Pain or

Problem

Attractiveness

= Rating

Value

Year-End Tax
Reporting

138 2 4 5 40

Customer

Account

Statements

1,296 5 2 2 20

Cards
• Bank Credit 200 2 3 3 18
• ATM 136 2 3 3 18

Coupon Books 150 2 5 1 10

Proxies 66 1 4 1 4

Customer
Transaction

Notices

40 1 1 2 2

Total 2,026 112
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B. Finance Industry Summary4.

Enhanced service opportunities in finance are limited in both size and
number Enhanced Services Opportunities

Type
Size

($ Millions)

Relative

Size
^

Willingness

to Outsource

Level of

X Pain or =

Problem

Attractiveness

= Rating

Value

Retail Lockbox

Services for:

• Loans 1,620 5 2 2 20
• Credit Cards 1,170 5 1 2 10

Total 2,790 30

5.

Basic services target consumer audiences, while enhanced services

provide internal efficiency for customers

Opportunity Attractiveness by Target Audience

Type of

Service

Target Audience

TotalOwners Employees Customers Suppliers

Internal

Efficiency

A. Basic Business! Consumer

• Cards

1

1

- Bank Credit
' 18 18

-ATM
1

'8 18

• Customer Acct. 20 20

Statements 1

• Customer
,

2 2

Transaction
1

Notices
1

• Coupon Books 10 10

• Proxies 1 4 4

• Year-End 40 40

Reporting
1

Subtotal
112

I

112

B. Enhanced I

Retaii Lockbox
I

Services for: I

• Loans
1

20 20

• Credit Cards
1

1

10 10

Subtotal 1

1 30 30

Total 1 112 30 142

6.

Overall: A strong Industry for basic services driven by higher than

average outsourcing tendencies. Limited enhanced opportunities. A major

"Today Market"
ZMDS-FR n-5
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C. Retail Industry Summary

1, Segments studied:

• Department and specialty stores

• Oil company retail operations

• Supermarkets

2. Applications considered:

3.

Basic opportunities are very weak
in both quantity and attractiveness

Basic Service Opportunities

Type Size

($ Millions)

Relative .

Size
^

,
Willingness ,

'to Outsource'

Level of

K Pain or

Problem

Attractiveness

= Rating

Value

Statement

printing and

mailing

253 2 1 1 2

Card issuance 150 2 1 1 2

Basic Total 403 4

4.

There is more opportunity in enhanced services

Enhanced Services Opportunities

Type Size

($ Millions)

Relative

.

Size
^

, Willingness ,

' to Outsource'

Level of

< Pain or

Problem

Attractiveness

= Rating

Value

EDI 340 3 5 5 75

Retail lockbox 1,350 5 2 1 10

Customer 54 1 3 1 3

purchase
profiles

Enhanced
Total

1,744 88

ZMDS-FR n-6



MOORE BCS BUSINESS OPPORTUNITY ANALYSIS INPUT

C. Retail Industry Summary

5. The more attractive (enhanced) services target suppliers and provide

internal efficiency

Opportunity Attractiveness by Target Audience

Type of

Service

Target Audience

Owners Employees Customers Suppliers

Internal

Efficiency Total

BusinessI Consumer

A. Basic
1 statement

1

printing/mailing

(2)

11

,
Card issuance

' (2)

1

Subtotal

-1

1
4 4

B. Enhanced ' Customer

1

purchase

profiles

1 (3)

1

1

EDI

(75)

Retail lockbox

(10)

Subtotal

1

1

1 3 75 10 88

Total
1

7
1

1

75 10 92

6. Overall: Focus on this market will be driven more by the attractiveness

of cross-industry services (e.g. EDI and lockbox) than by its own inherent

merit

ZMDS-FR n-7
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D. State and Local Government Summary1.

Segments studied:

• States (CA-large, bellwether, CT-representative)

• Cities and counties ^100,000 population (Eugene, OR; Austin, TX; Santa Clara, CA)

2.

Applications considered: These are highly fragmented organizational environments where everything

is considered "mission critical"

State Applications Local Government

Selected (#) Applications Selected (#)

Dept, of revenue (2) Assessor (4)

Employment development (4) Traffic citations (5)

Board of equalization (2) Voter registration (2)

DMV (5) Social services (1)

Controller's office (6) Collections (2)

3.

Basic opportunities attractiveness is overstated due to many small fragmented applications. They

typically have low and infrequent mailing volumes, and users show strong in-house tendencies

(especially in state governments). Local government opportunities are more attractive than state ones.

Basic Services Opportunities

Type Size

($ Millions)

Relative
,

Size
'

,
Willingness

Mo Outsource

Level of

i< Pain or

Problem

Attractiveness

= Rating

Value

State govt.

DepL of 43 1 1 1 1

revenue

Employ devel. 62 1 1 1 1

Bd of equal. 28 1 1 1 1

DMV 102 2 1 1 2

Controller 67 1 1 1 1

Subtotal 302 6

Local govt.

Property tax 107 2 1 1 2

Traffic citation 23 1 4 3 12

Social

services

20 1 2 2 4

Collections 55 1 4 2 8

Voter regist 155 2 2 1 4

Subtotal 360 30

Total 662 36

ZMDS-FR n-8
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D. State and Local Government Summary4.

Enhanced applications are a "stretch”—few in number and must be sold across multiple departments

and agencies (questionable doability).

Enhanced Services Opportunities

Type Size

($ Millions)

Relative

Size '

Willingness

Ho Outsource

Level of

< Pain or

Problem

Attractiveness

= Rating

Value

Address
checker (3

depts.)

Total/average

checker
45 1 3.5 3.5 12

OCR/bar

code**

(9 depts.)

Total/average

OCR
174 2 2 2 8

Total

enhanced
219 20

5.

Basic opportunities target consumers, while enhanced opportunities deliver internal efficiency.

Opportunity Attractiveness by Target Audience

Target Audience

Type of

Service Owners Employees Customers Suppliers

Internal

Efficiency Total

A. Basic

Business] Consumer

1

Collections

(8)

1

1

Social

services (4)

1

1

Voter

registration

(4)

1

1

Traffic

tickets (12)

Subtotal

Other (2)1

(2)
1

Other (6)

(34) (36)

B. Enhanced
1

1

Address

checker (12)

1

1

OCR/barcode

(8)

Subtotal
1

(20) (20)

Total
(2) (34) (20) (56)

6.

Overall: While state and local government poses obstacles for penetration on a broad front,

niche opportunities like traffic citations may be worth pursuing. Enhanced opportunities are more

questionable—^this is not a pioneering industry.

ZMDS-FR



MOORE BCS BUSINESS OPPORTUNITY ANALYSIS INPUT

E. Education Industry Summary

1. Segments studied (three enrollment size ranges):

• Public colleges (2 and 4 year)

• Private colleges (2 and 4 year)

• Professional and technical schools

2 . Applications considered: this is a highly fragmented organizational environment

where all applications are considered mission critical

• Admissions (4 applications) • Development (3)

• Registrar (7) • Ticket sales (1

)

• Bursar (4) • Noncredit education (2)

• Alumni (6)

3.

Basic service opportunity attractiveness is overstated due to many small fragmented

applications. Only one application area is substantial (alumni). The rest have small,

infrequent mailing volumes.

Basic Services Opportunities

Type Size

($ Millions)

Relative
,

Size
^
,
Willingness

^to Outsource

Level of

K Pain or

Problem

Attractiveness

= Rating

Value

Admissions 23 1 1 1 1

Registrar 42 1 1 1 1

Bursar 10 1 1 1 1

Financial aid 28 1 1 1 1

Alumni 182 2 5 1 10

Development 1 1 1 4 4

Ticket sales 9 1 1 1 1

Total basic 295 20

4

.

No enhanced applications were found in this market due to a potent combination of

lack of opportunity and lack of user interest.
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E. Education Industry Summary

5. Virtually all education applications can be constructed to address consumers
(students).

Opportunity Attractiveness by Target Audience

Type of

Service

Target Audience

TotalOwners Employees Customers Suppliers

Internal

Efficiency

A. Basic

Subtotal

Business 1 Consumer

(20)

1 Registrar

1
0)

1 Bursar

1

(')

I Financial Aid

1

1 Admissions

1

1
Alumni

,

(10)

I
Development

I

I
Ticket Sales

I

I

. (20)

B. Enhanced

I

I

Total
I

(20)

6. Overall: Small fragmented basic applications spread across low and stagnant budget

departments diminish the attractiveness of this market. Administrative support services

are not at the core of educational missions. A tough market to grow and make money
in.

ZMDS-FR n-11
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F. Telecommunications Industry Summary

1. Segments studied:

• Regional bell holding and operating companies

• Cellular companies

• Cable TV companies

• Value added data networks

2. Applications considered:

3.

Only one basic service opportunity consistently surfaced among the telecom industry

sectors. Phone companies (being tradition bound) process statements inhouse, while

cable and cellular typically outsource to established vendors.

Basic Services Opportunities

Type Size

($ Millions)

Relative

Size ^
Willingness

‘to Outsource'

Level of

< Pain or

Problem

Attractiveness
” Rating Value

Billing 334 3 2 2 12

Total Basic 334 12

ZMDS-FR n-12
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F. Telecommunications Industry Summary4.

Enhanced opportunities are logical extensions of the basic billing applications.

Market needs are in two areas: (1) improved collections cash flow and (2) better service

to business customers via EDI statements.

Enhanced Services Opportunities

Type Size

($ Millions)

Relative

Size ^
Willingness

to Outsource

Level of

K Pain or

Problem

Attractiveness
~ Rating Value

Bill/Collect 500 3 3 2 18

EFT/ACH 417 3 4 2 24

Billing

EDI Corp. 60 1 5 2 10

Billing

Total

Enhanced
977 52

5.

Telecom opportunities exclusively target customers, especially consumers

Opportunity Attractiveness by Target Audience

Type of

Service

Target Audience

TotalOwners Employees Customers Suppliers

Internal

Efficiency

A. Basic

Subtotal

BusinessI Consumer

1 Bills

1

(12)

I
(12) (12)

B. Enhanced

Subtotal

EDI I EFT/ACH

(10) . (24)

1

Bill/Collect

(18)

1

(10)
,

(42) (52)

Total (10)
1

(54) (64)

6.

Overall: The combination of highly focused and related opportunities, combined with

a limited set of large prospects makes telecom a moderately attractive vertical market.

EFT/ACH may be less attractive than originally thought.
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G. Manufacturing Industry Summary
1. Segments studied: After many discards, INPUT focused on:

• Publications (periodicals)

• Machinery, especially computers

• Electrical appliances and electronic equipment

•Transportation (automobiles)

• Instruments and measuring devices

• All firms

2. Applications

3. Basic applications in manufacturing are limited by the infrequent need
for high quality variable imaging, it is mostly a business-to-business

communications environment. Not surprisingly, the most promising (see

below) are consumer oriented. Mailing quantities are typically small and/or

infrequent. They exist in only a few market segments.

Basic Service Opportunities

Type
Size

($ Millions)

Relative

Size ^
Willingness

to Outsource

'

Level of

< Pain or

Problem

Attractiveness
^ Rating Value

Coupon books 15 1 3 1 3

Customer
surveys

(mail only)

9 1 4 2 8

Total 24 11
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G. Manufacturing Industry Summary4.

Enhanced opportunities in manufacturing are substantial. "Back-end" collection and
EFT/ACH services could grow out of basic statement mailings. EDI will eventually replace

most business-to-business communications.

Enhanced Service Opportunities

Type
Size

($ Millions)

Relative

Size >
Willingness

to Outsource^

Level of

< Pain or

Problem

Attractiveness

Rating Value

Bill/collect 63 1 1 2 2

EFT/ACH 120 2 4 2 16

Customer 45 1 4 2 8

surveys (mail

and report)

X'
EDI 1,110 5 5 125

Total 1,338 151

5.

EDI targets business audiences, while basic services and their enhanced extensions target

consumers. Opportunity Attractiveness by Target Audience

Type of

Service

Target Audience

Owners Employees Customers Suppliers

Internal

Efficiency Total

A. Basic

Business 1 Consumer

1
Customer
surveys

1

(mail only)

(8)

1

1

Coupon books

(3)

^
(11)Subtotal (11)

B. Enhanced

I

EDI EFT/ACH

(125)
1

(16)

I Customer

surveys (mail

I and report)

(8)

1

Bill/collect

1 (2)

Subtotal (125) 1 (26) (151)

Total (125) 1 (37) (162)

6.

Overall: Ignore the manufacturing industry unless EDI becomes a Moore BCS priority.

Exception: niche opportunity in coupon books and customer surveys with auto makers.
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H. Wholesale Industry Summary

1 . Segments studied: 2. Applications considered:

* indicates an interview was accomplished in this segment

• Market segments targeted

- Furniture*

-Home furnishings*

- Office equipment

-Medical equipment and supplies*

- Electrical appliances and electronic equipment*

- Hardware*

- Heating and air conditioning*

-Sporting goods

-Toys and hobby goods*

-Stationery and office supplies

-Clothing*

- Packaged frozen food*

- Distilled beverages*

• Size of companies

- Over $50 million, under $500 million

3. Basic application opportunities—none found

•All business-to-business communications in transition to EDI

• "Do you have any laser printers? . . . What's a laser printer . . .?!

4. Substantial enhanced application opportunity (EDI) exists in mission

critical areas like purchasing and invoicing.

Enhanced Services Opportunities

Type
Size

($ Millions)

Relative

Size ^
Willingness

to Outsource"

Level of

< Pain or

Problem

Attractiveness
= Rating Value

EDI 397 3 5 5 75

Total 397 75
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H. Wholesale Industry Summary

5. Wholesale market opportunities target business audiences only.

Opportunity Attractiveness by Target Audience

Type of

Service

Target Audience

TotalOwners Employees Customers Suppliers

Internal

Efficiency

A. Basic

Subtotal

BusinessI Consumer

1

T

B. Enhanced

Subtotal

1

EDI

(75)
1

T
(75)

.

— “ —= -
(75)

(75)

Total

1

(75)
1

(75)

6. Overall: Forget the wholesale industry unless EDI becomes a Moore
BCS priority.
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I. Transportation Industry Summary

1. Segments Studied:

• Airline/Air Cargo

•Trucking

• Railroad

2 .

• Shipping

• City transit authorities

Applications considered:

3. Basic service opportunities exist in the transportation industry sector

only where consumers are involved—primarily the airlines.

Basic Services Opportunities

Type
Size

($ Millions)

Relative

Size ^

Willingness

‘to Outsource -

Level of

< Pain or

Problem

Attractiveness

= Rating

Value

Airline tickets 35.3 1 1 1 1

Frequent flyer

statements

20.3 1 4 2 8

Frequent flyer

cards

3.6 1 4 2 8

City transit

monthly tickets

0.8 1 1 1 1

Total basic 60.0 18
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I. Transportation Industry Summary4.

Enhanced opportunities are limited to EDI plus one niche application

—

providing turnkey frequent flyer programs to smaller airlines.

Enhanced Services Opportunities

Type
Size

($ Millions)

Relative

Size ^
,

Willingness

to Outsource

Level of

X Pain or

Problem

Attractiveness

= Rating

Value

Frequent flyer

program

management

240 2 2 2 8

EDI 113 2 5 5 50

Total

enhanced

353 58

5.

Basic opportunities address consumers and enhanced opportunities

address businesses.

Opportunity Attractiveness by Target Audience

Type of

Service

Target Audience

Owners Employees Customers Suppliers

Internal

Efficiency Total

A. Basic

Business I Consumer

I Airline tickets

(1)

I Frequent flyer

statements

I (8)

,

Frequent flyer

1 cards

|(8)
' City transit

1
monthly tickets

‘(1)

Subtotal (18)

I

B. Enhanced

I

Frequent i

flyer
'

program I

management

(8)
I

Subtotal

EDI
I

(50)

I

(58)
I

(18)

Total
(58) .(18)

I

(76)

6.

Overall: Transportation is an EDI opportunity market—otherwise, the

only niche opportunity is airline frequent flyer programs.
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J. Health Care Industry Summary

2. Applications considered:Segments studied:

• Hospital groups

• Medical/dental clinics

• Nursing/extended care services

• Medical labs

-*-0ity^transit authorites - ^

• All firms > $50 million revenue

3. Billing is the only substantial basic application in this industry.

Basic Service Opportunities

Type Size

{$ Millions)

Relative

Size ^
Willingness

,

to Outsource'

Level of

< Pain or

Problem

Attractiveness

Rating Value

Billing 209 2 1 1 2

Total Basic 209 2

4. Enhanced opportunities are two extensions of basic billing services

—

collections and EDI.

Enhanced Services Opportunities

Type Size

($ Millions)

Relative

Size ^
Willingness

,

to Outsource'

Level of

< Pain or

Problem

Attractiveness

Rating Value

EDI Billing 276 2 4 4 32

Bill/Collect 316 3 1 2 6

Total

Enhanced
592 38
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J. Health Care Industry Summary

5. The majority of health care billing and collection activity involves medical

businesses—not consumers.

Opportunity Attractiveness by Target Audience

Type of

Service

Target Audience

Owners Employees Customers Suppliers

internal

Efficiency Total

A. Basic

Business 1 Consumer

Biils 1

(2)
j

1

Subtotal

1

1

1“

(2)
. (2)

B. Enhanced

I

EDI
I

(32)

Bill/
I

Collect

(6) I

I

—

Subtotal

I

I

(38) ,
(38)

Total (40)
I

I

(40)

Note: Bills and Billing/Collections are allocated here to the Business Customer segment,

where the higher dollar volumes are found.

6. Overall: target health care as an EDI opportunity only—the other

applications are too small and specialized (I.e., not leverageable to or from

other industries).
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K. Utilities industry Summary

1, Segments Studied:

• Electric companies

• Combined Gas and Electric companies

2 . Applications considered:

• Few to choose from

• Low variable-image content

3. Basic service opportunities are limited by strong in-house commitment to

specialized billing systems and expertise in dealing with regulatory bodies.

Basic Service Opportunities

Type Size

($ Millions)

Relative
,

Size
'

Willingness
^ to Outsource

Level of

X Pain or

Problem

Attractivenss

= Rating

Value

Statements 480.2 3 1 1 3

Statement-related 44.0 1 1 1 1

Financial dividend

checks
29.4 1 3 2 6

Total 554.0 10
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K. Utilities Industry Summary4.

No significant enhanced service opportunities surfaced in this market,

probably due to the nature of the industry—low-growth, undynamic, no
pressure for change or risk-taking.
5.

Basic applications target consumer audiences.

Opportunity Attractiveness Rating by Target Audience

Type of

Service

Target Audience

TotalOwners Employees Customers Suppliers

Internal

Efficiency

A. Basic

Subtotal

Business 1 Consumer

1 Statement

1

(3)

1 Statement-

1

related (1)

I
Dividend

I

checks (6)

\

(10)

B. Enhanced

Subtotal

I

I

I

I

I

I

L
I

Total I
(10)

1

6.

Overall: Let a sleeping dog lie...
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L. Services/Other Industry Summary
1.

Segments Studied

(After many discards):

SIC Industry/Business Opportunity

A Agriculture, forestry and fishing (No targets identified)

B Construction (No targets identified)

65 Real estate

Property management sen/ices

70 Hotels and other lodging places

Frequent Traveler programs

73 Business services

Equipment renting/leasing

75 Auto repair, services and parking

Vehicle rental/leasing

79 Amusement and recreation services (No viable applications)

81 Legal (No targets identified)

86 Membership organizations

Membership renewal billings

87 Engineering and management services (No viable applications)

2.

Applications considered:

3.

Three small basic opportunities were identified.

Basic Services Opportunities

Type
Size

($ Millions)

Relative

Size ^
Willingness

^

to Outsource^

Level of

< Pain or

Problem

_ Attractiveness

Rating Value

Frequent

Traveller

Program

36 1 2 1 2

Equipment

Leasing

48 1 1 1 1

Vehicle

Leasing

30 1 1 1 1

Total 114 4

ZMDS-FR n-24



MOORE BCS BUSINESS OPPORTUNITY ANALYSIS INPUT

L. Services/Other Industry Summary4,

Two substantial enhanced opportunities were identifed. Both have many
small accounts as a drawback.

Enhanced Services Opportunities

Type

Size

($ Millions)

Relative

Size >

Willingness
|

to Outsource'

.evel of

< Pain or

Problem

Attractiveness
= Rating Value

Property

Management
667 3 4 1 12

Membership

Renewals
Billing

540 3 4 2 24

Total 1,207 36

5.

All applications target customers, mostly consumers.

Opportunity Attractiveness by Target Audience

Type of

Service

Target Audience

Owners Employees Customers Suppliers

Internal

Efficiency Total

A. Basic

Subtotal

Business I Consumer

Equip. 1 Frequent

Leasing . Traveler

(1)
'

Programs

I (2)

Vehicle

Leasing I

(1)
I

I

2
1-

2

B. Enhanced

Subtotal

Property

(1

Management

2
)

Membership

Renewals

Billing

(24)

24 36

Total 2 (12) 26

I

40

6.

Overall: Strictly a hunting ground for niche opportunities. The two
enhanced ones appear worth consideration.
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M. Federal Government Summary
1. Segments studied:

• Civilian agencies (7)

• Defense agencies (1)

• Congressional agencies (2)

2. Applications considered: The "mission-critical" concept does not apply

here for the same reasons given in the state and local government and
education summaries. The greatest interest across the ten agencies was
in:

• Procurement (RFP) preparation

• Market surveys

• Publication subscription letters

• Employee tax forms

• Employee benefit mailings

3. The attractiveness of basic opportunities shown below is individually

overstated due to the large number of small sized applications. Logic

suggests some large basic opportunities exist, but none were found. This

is a market of many diverse buyers and opportunities with much higher

than average willingness to outsource. Because of this, the high total

attractiveness rating is probably within reason. However, capitalizing on
the opportunity requires unique sales expertise, patience, and willingness

to take risks.

Basic Service Opportunities

Type
Size

($ Millions)

Relative

Size ^
Willingness

^

to Outsource'

Level of

< Pain or

Problem

Attractiveness
= Rating Value

Procurement 8 1 5 3 15

Market Surveys 7 1 2 2 4

Subscription

Letters

14 1 4 3 12

Employee
Tax Forms

1 1 5 3 15

Benefits

Mailings

2 1 5 3 15

Total 32 61
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M. Federal Government Summary

4. No clear and easily measured enhanced opportunities were found. Logic

suggests they do exist and/or could be developed with a patient strategic

sales effort. Several possibilities are discussed in the detailed report.

5. The federal applications covered a more diverse group of target

audiences than any other vertical market.

Opportunity Attractiveness by Target Audience

Type of

Service

Target Audience

Congress Employees Customers Suppliers

Internal

Efficiency Total

A. Basic
Tax forms 15 Business * Consumer

1
Procurement

Benefit

mailings 15

1

Subscription

letters

6 6
1

15

Subtotal 30

1 Market

1 surveys 4
- — — h- — — —

6 1
10 15 61

B. Enhanced

1

1

1

None
identified and
quantified

1

1

1

1

Total
30 6 • 10

1

15 61

6,

Overall: Pursuing the federal government market Is a separate issue

due to the uniqueness of opportunities, sales approach, and business

risk/reward trade-offs involved. It is a big enough opportunity to study

further.
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MOORE BCS BUSINESS OPPORTUNITY ANALYSIS INPUT

III. Basic Service Opportunities
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MOORE BCS BUSINESS OPPORTUNITY ANALYSIS INPUT

A. Basic Services—General Findings

1. Most in-house variable image printing capabilities are

relatively new.

2. The information services (IS) function is increasingly the

controlling organization for variable imaging operations.

3. In-house competition is very strong because:

• There are few perceived problems—people are happy
with

- Quality

- Schedule performance

- Cost

• Fear of outsourcing

- Loss of control

- Data security

- Reluctance to rescind prior decisions

4. Today's robust information services markets were
created because the opposite of the above factors

prevailed.

5. In-house users are planning new equipment
acquisitions to expand capacity and/or capabilities.

6. No other significant competition was identified.

7. There is no talk or evidence of a variable imaging trend

to parallel the hot topic of DP outsourcing.

8. The DP outsourcing trend threatens the variable image
printing (VIP) services business.

9. Prospects who do outsource do so with either a few or

most variabje printing jobs—no middle ground because of

need to justify having or not having imaging facilities.
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The Outsourcing Threat

Data Center Activities

Front
End
Processing

Mainstream
Data Processing

VIP
(Variable

Image
Printing)

Back
End
Processing

Ad Hoc
Outsourcing

Today: VIP outsourced primarily on ad hoc
basis

Future DP outsourcing firm absorbs total

threat: operation, including all VIP, leaving

none for VIP service specialists
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B. Distribution of Basic
Opportunities by Industry

1 . Finance dominates, driven by large volume of

statements, cards, and tax reporting

2. Some industries are highly fragmented, with many small
applications—total attractiveness is likely overstated for:

• State/local government

• Education

ZMDS-FR ni- 4
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Basic Services
Opportunity Attractiveness

Finance

Federal

*State/LocaI Govt.

Insurance

*Education

Transportation

Telecommunications

Manufacturing

Utilities

Services
j 4

Retail I

Health Care

Wholesale

12

11

10

4

2

0

112

20 40 60 80 100 120

Opportunity Attractiveness Rating

Percent of

Total

36

20

12

7

6

6

4

4

3

1

1

1

'Attractiveness overstated due to many small applications
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C. Distribution of Basic
Opportunities by Target Audience

1 . Nearly all basic service opportunities are mailings

targeted to consumers.

2. Federal is the one market with a wide variety of targets

for basic services, and the only one with significant target

audiences other than customers (business or consumer).
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Basic Services
Opportunity Attractiveness by

Target Audience

Target Audience

Owners Employees Customers Suppliers
Internal

Efficiency Total

Federal 30
Business

Health

care 2

Services 2

State/local

govt. 2

Federal 6

Consumer
Federal 15

Finance 112

Education 10

State/local govt.

34

Insurance 22

Transport. 18

Telecomm. 12

Manufac 1

1

Utilities 10

Retail 4

Services 2

Total

Percent

of total

30

10

12

4

Federal 10

245

81

15

5

I

302

100
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D. Where Are the Biggest Basic
Service Applications?

1.

Single largest basic application is year-end tax

reporting.

2.

Top four applications are all in finance.

3.

While federal looks attractive, all applications are very
small (avg. $6 million), so attractiveness rating may
overstate importance of this market.

4.

Remaining large applications are industry-specific

niches.
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Basic Services Appiications
(>10 Rating)

Finance

Federal

Insurance

Year-End Customer ATM
Tax Statements Cards Coupon

Reporting N^Credit Cards \ Books

106

Benefits

RFPs
'

15
1

1-0ees Subscriptions

5715112

EOBs

12

Telecom-
munications

State/Local

Government

12

Education

Billing

Traffic

Citations

12

Alumni Directories and Surveys*
«:«<« 111
mm- I

U

0 20 40 60 80 100

Opportunity Attractiveness Rating

INPUT
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E. Where Are the Cross-Industry
Basic Opportunities?

1 . Basic cross-industry opportunities are in two related

areas:

• Statements

• Cards

2. Most statements are financially oriented, no matter what
the originating industry:

• Bank accounts

• Brokerage accounts

• Credit card accounts (bank, retail)

• Other retail billings (utilities, etc.)

• Other misc (frequent traveler, etc.)

3. Most statement-generated consumer accounts are
linked to some type of transaction or identification card:

• Personal checks

• ATM and check guarantee cards

• Credit cards (bank, retail, telecomm)

• Frequent traveler cards

ZMDS-FR III- 1 0
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Basic Cross-Industry

Opportunities

El Manufacturing

^ Insurance

Wholesale

Retail

Transportation

Health Care

Telecommunications

H Services

Finance

Utilities

Note; Percentages are percent of total
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F. Statement Services

1 . No business-targeted statements identified as
significant opportunities. Characteristics opposite from
consumer-targeted statements

• Statement volume

• Size/complexity of

statements

• Used as marketing vehicle

• Frequency of outsourcing

• Replaceable via EDI

Target Audience

Business Consumer

Low High

High Low

No Yes

Very Low Medium

Yes No

2. Statement processing is good lead into other consumer
oriented basic and enhanced opportunities—especially in

retail area

• Card issuance

• Lockbox

• Customer purchase profiles
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F. Statement Services3.

Volume of consumer-targeted statements will continue
to increase:

• Population/demographic factors

• No feasible electronic replacement

• Major avenue for direct mail advertising

4. Cannot avoid year-end tax business if targeting monthly
statement business

5. Most statements are commodity business:

• Simple laser printing job

• Fixed set of inserts in each statement

6. Major outsourcing barriers:

• Cost (key issue in a commodity service)

• Control

• Schedule/turnaround time

7. Suggested opportunity/focus:

• High-margin businesses (e.g., specialty retailing)

where advertising is important and Moore's flexibility in

stuffing/inserting would appeal to marketing
management

• Areas where there is a strong chance of selling other

basic and enhanced services (see individual vertical

market reports)
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G. Card Services Opportunity

1. Focus is on card issuance only—payments processing
covered under enhanced service opportunities

Card

Potentially Attractive Market Segments

Vertical Market/Application
Size

($ Millions)

Attr

Score

Financial Institutions

• Bank credit cards 136 18

• ATM cards 200 18

Retail Firms

• Department/specialty store credit

cards
150 2

Insurance

• Automobile insurance ID cards 56 2

Transportation

• Frequent flyer program ID cards 4 8
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G. Card Services Opportunity

Card

Unattractive Market Segments
(per INPUT analysis)

Vertical Market/Application

Retail

• Oil companies

• Supermarkets

State/Local Government

• Electronic benefit transfer

(EBT)

2. BCS market managers more positive than INPUT.on
supermarket and EBT opportunities (further study may be
warranted)
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G. Card Services Opportunity

3. Three categories of opportunity, based on production

cycle:

• Mass (ad hoc)

• Periodic (monthly)

• Continuous (daily)

4. Critical card user issues

• Mass/periodic

- Ability to handle large volumes

- Turnaround time

• Continuous

-Turnaround time

5. Significant differences by industry and application (see

opposite page)

Differences driven by three factors

• Extent of application outsourcing

• Expiration renewal characteristics of card

• Extent of mass changes in cardholder base

ZMDS-FR III- 1 6
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G. Card Services Opportunity

Frequency of Issue Issuing Organization

Cent Period Mass Direct

Via
Processor

ATM X F X X X
Bank Credit X X X X X

Retail Credit X F X X
Auto ID X X X
Frequent Flyer

ID

X X X

X = Current pattern

F = Future pattern

6. For credit card issuance, since there is significant

concentration of business at the credit card processors

(major banks, FDR, FFMC, etc.), the number of prospects

is much smaller than the number of card-issuing banks
and retailers.

7. Suggested opportunity/focus:

• Large retailers that are converting to standard

mag-stripe cards with expiration dates

• Banks that are converting from undated to

expiration-dated ATM cards

• Large credit card processors
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MOORE BCS BUSINESS OPPORTUNITY ANALYSIS INPUT

H. Basic Services Conciusions

1. Pros:

• The market is real—ink on paper is here to stay.

• Good opportunities exist—mission critical and
non-mission critical.

• Moore BCS appears to be the dominant U.S. supplier.

• The anticipated proliferation of new variable imaging
equipment and technology offerings may overwhelm
some users to the point of outsourcing.

2. Cons:

• In-house competition is intense and will increase.

• DP outsourcing will siphon off opportunities otherwise
available to Moore BCS.

• Key vertical markets (e.g., finance) have a pattern of

large firms providing services to smaller firms in their

industry, which creates more competition for BCS.

• The outside available market for variable imaging will

peak out in the near future.

• Moore BCS will consistently be at a cost disadvantage
on a job-by-job basis because customers cannot
eliminate internal costs when they outsource the work.

• Few opportunities to "sell high"—in the context of the
customer's IS budget, VIP costs are seldom a strategic

issue.
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Future of Basic Services

Outsourcing potential

viaalliances**

Decline caused by:

1

.

New equipment and
technology available to

in-house users

3 years

9

2.

Large firms providing

services to smaller firms in

their industry

3.

DP outsourcing vendors
taking more VIP with them

1990 Time

*Driven by general DP outsourcing trend (alliance opportunity)

and user confusion over new equipment and technology offerings

(sell direct)
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I. Basic Services Recommendations

1 . Tactical recommendations:

• Target companies in rapidly changing circumstances

- Equipment changes

- Merger/acquisition situations

- Culture/attitude changes (e.g., re outsourcing)

• Develop a consultive/solution-oriented sales and
services approach

• Don't try to "sell high" unless you have something
strategic to offer (e.g., an enhanced service)
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1. Basic Services Recommendations

2. Strategic recommendations:

• Focus on finance industry.

- Team with insiders to penetrate this parochial market.

- Find a creative way to increase non-seasonal
workloads (e.g., sell near marginal cost to attract new
applications).

• Emphasize statement and card processing services.

• Consider niche opportunities in alumni
directories/surveys and traffic citations.

• Avoid getting hooked on customer overload
business/commodity services—even if making quota.

• Keep sales pressure on mission critical applications

while building client relationship and trust on peripheral

project type jobs.

• Offer transition plans to get mission critical

applications (absorb customer's equipment, personnel,

etc.)—facility management.
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I. Basic Services Recommendations

2. Strategic recommendations (Cont.):

• Play to BCS strengths and uniqueness—look for

opportunities for:

- Matched mailers

- Variable inserts

- Where cost issues become diluted. . .and you're

doing more than just replacing a customer operation

• Ride the horse in the direction it's going—seek
alliances with DP outsourcing/FM vendors (to handle
VIP).

• Sell directly to users who want to outsource all of their

VIP (but not DP) due to special requirements,
technology confusion, risk aversion.

ZMDS-FR m- 2 2
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IV. Enhanced Service
Opportunities
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- Intentionally Blank -

ZMDS-FR IV- 2



MOORE BCS BUSINESS OPPORTUNITY ANALYSIS INPUT

A. Enhanced Services

General Findings

1 . Most enhanced opportunities:

a. Are closely related to basic applications or the forms
business (EDI)

b. This does not mean both are equally capturable.

c. Associated with two way/transaction type
applications rather than one way mailings

2. Only a few niche opportunities were identified.

3. Enhanced opportunities are fewer in number than basic
ones and tend to be more cross-industry in nature.

4. Market reaction to expanding into front end or back end
services from basic imaging was not highly encouraging:

• Few user problems exist.

• Often challenges another in-house organization's turf;

address this by selling:

- Customers' marketing function on front end
opportunities

- Customers' finance function on back end
opportunities

• A successful vendor must do more than just replace

what someone else is doing.

5. Some industries offer no enhanced opportunity.
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B. Distribution of Enhanced
Opportunities by Industry

1 . The top three verticals comprise over 50% of the total

enhanced opportunity.

2. Industries ranking highest in basic services rank lowest

in enhanced ones:

• Finance

• State and local government

• Education

3. In a like manner, low ranking basic opportunity verticals

make a strong showing in enhanced services:

• Manufacturing

• Retail

• Wholesale

4. Federal opportunities are there, but hard to measure.
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Enhanced Services
Opportunity Attractiveness

Percent

Insurance

Manufacturing

Retail

Wholesale

Transportation

Telecommunications

Health Care

Services

Finance

State/Local Govt.

Education

Utilities

Federal

23

21

12

11

8

7

5

5

4

3

Opportunity Attractiveness Rating
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C. Distribution of Enhanced
Opportunities by Target Audience

1. Most opportunities are in consumer communications
rather than in business-to-business communications.

2. Some opportunities involve no communications at all!

They target improved internal efficiencies.
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Enhanced Opportunity
Attractiveness by Target Audience

(Attractiveness Rating)

Target Audience

TotalOwners Employees Customers Suppliers
Internal

Efficiency

Business Consumer

State/local

govt. 20

Insurance

45

Finance 30

Manufac. 125

Insurance

100

Wholesale 75

Retail 75

Transpor. 58

Health Care

38

Telecomm.

10

Services 6

Telecomm. 42

Services 30

Manufac. 26

Insurance 21

Retail 13

Total 487 132 95 714

Percent

of total
69 18 13 100
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D. Where Are the Big Enhanced
Service Opportunities?

1. Insurance, manufacturing, retail, and wholesale
dominate on the strength of EDI.

2. Niche opportunities exist in:

• Services

- Property management

- Membership billing

• Insurance

- Image storage

• State and local government

- Address checking

- OCR/bar coding

2MDS-FR IV- 8
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Enhanced Services Attractiveness
(>10 Rating)
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E. What Does It Look Like

Without EDI?

1 . Two-thirds of the opportunity (63%) disappears . . .

2. Industry ranking sharply realigns around services

industries rather than manufacturing/transportation/

distribution.
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Enhanced Opportunity
Attractiveness Without EDI

(> 10 Rating)

Address Checker OCR/Bar Codes
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F. Where Are the Cross-Industry
Enhanced Opportunities?

1 . The focus issue appears relatively simple.

2. EDI dominates with 76% of the total.

3. Only two other choices exist:

• Lockbox services

• EFT/ACH services
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Enhanced

EDI

Lockbox

EFT/ACH

Cross-Industry Enhanced
Applications Opportunity

Attractiveness

Opportunity Attractiveness Rating

El Manufacturing

^ Insurance

Wholesale

Retail

El Transportation

Health Care

Telecommunications

M Services

Finance

Utilities

Note; Percentages shown are percent of

total enhanced services.
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G. EDI Services

1. What is EDI?

• The application-to-application exchange of

intercompany business data in standard formats

• The computer-to-computer exchange of intercompany
business documents and related information

2. What does EDI replace?

• Business forms

• U.S. post office

3. What are EDI end-user benefits?

• Fewer errors

• Faster turnaround

• Reduced expenses

• Improved customer service

• Enhanced management control
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G. EDI Services
4. U.S. EDI market characteristics

• 20 years old—slow to take off

• Now reaching critical mass
• Primarily a network services market

EDI Use Is Quickly Expanding

*INPUT survey of 200 companies

1993 EDi Market Components

ZMDS-FR IV- 15
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G. EDI Services
5. EDI opportunity attractiveness

• Largest single opportunity of any type identified by
INPUT

• High willingness to outsource and internal priority

• EDI can spawn front and back end data base services:

- Inventory management
- Transportation shipment status reporting

• industry penetration strategy would follow patterns of

trading relationships:

- Manufacturing/wholesale/retail/transportation

- Health care/insurance

- Telecommunications
° Proviso: Note that EDI opportunity size is a
measure of the latent potential of a new technology
while other opportunity measures are of fully

realized/adopted markets.

Vertical Market

Oppor-
tunity

Size

($ M)

Oppor-

tunity

Size X

Rating

Willing-

ness to

Out- X

source

Inter-

nal

Priority

Attrac-

tiveness

Insurance 1,694 5 5 4 100

Manufacturing 1,110 5 5 5 125

Wholesale

Distribution

397 3 5 5 75

Retail

Distribution

340 3 5 5 75

Health Care 276 2 4 4 32

Transportation 113 2 5 5 50

Telecommun-
ications

60 1 5 2 10

Total 3,990 467
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G. EDI Services

6. Leading EDI vendors

Est. 1989 EDI
Revenues ($ Million)

GE Information Services 22

Ordernet 14

BT/Tymnet 12

Transnet 7

Kleinschmidt 6

Railinc 6

IBM 5

Control Data/Redinet 4

Western Union 1

Others 12

Total 1989 EDI network
services market

89
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G. EDI Services

7. EDI fit with Moore BCS
• A whole new business . .

.

• More likely a corporate thrust with BCS leading

• EDI is a global business opportunity—Moore is a
multinational corporation

• Moore has historic involvement through strategic

customer services in forms inventory management

• EDI transaction types are analogs of business form
types (e.g. orders, invoices, bill of lading)

• Addresses a threat to the forms business

• Same decision maker (IS management) as will be
targeted for many other BCS basic and enhanced
services

• Good market timing—ready to take off

• Capitalize on others' past mistakes and investments

ZMDS-FR IV- 18
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- Intentionally Blank -
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H. EFT/ACH Services

1. Basic business function is direct debit of customers for

periodic bills.

2. Three primary business areas:

• Insurance (premium payments)

• Manufacturing (auto loan payments)

• Teleoommunications (phone bills)

3. Insurance industry is a large biller of premium
payments; manufacturing is a big user of coupon books.
EFT/ACH (direct debit) replaces these basic applications.

4. Insurance industry most advanced in application of

EFT/ACH: manufacturing next. Similar opportunities may
be found in other niche areas (e.g. finance companies).
All of these bill fixed-payment amounts.

5.

Customer resistance to direct debit v\/ill continue for

some time and require parallel output processing
capabilities, so that each customer oan elect either

EFT/ACH or paper-based billing.
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H. EFT/ACH Services6.

Replacing coupon books with direct debit does not
provide significant opportunity for BCS, as BCS is not
needed to handle EFT/ACH transaction.
7.

Telecommunications has variable amount billed per
month;

• Basic statement mailing cannot be eliminated because
customers need billing details.

• Customers are less willing to accept direct debit for

variable amounts, even with prior statement.

8.

Suggested opportunity/focus:

• Look for firms that now do periodic fixed-amount billing

and could be converted to parallel dual-mode output
(EFT/ACH or paper)

• Milk coupon books; de-emphasize EFT/ACH as
replacement

• Provide software and consulting services to retain

account control when EFT/ACH introduction is

inevitable in coupon book accounts
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I. Retail Lockbox Services1.

Lockbox operating characteristics:

• Equipment and processing-intensive business

• Requires multiple geographic locations in key cities

across U.S.

• Requires strategic alliances with multiple banks

2.

Significant advantage to lockbox operator in being able

to print the bill/coupon used for payment processing:

• Coordination of systems requirements is kept
in-house.

• Maximizes ability to control quality at both ends of

cycle (output production and turnaround data capture)

3.

Significant advantage to lockbox operator in having
access to data base that created the bill/coupon:

• Easy to validate payor and amount due

• Faster, more accurate/efficient updating of accounts
payable data

4.

Lockbox is an important part of other enhanced services
such as property management.
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I. Retail Lockbox Services

5. Lockbox can also lead to role as full-cycle processing
services vendor:

• Produce all forms of billing-oriented output

- Statements

- Coupons

- Electronic debits

• Accept all forms of payment

- Checks

- Electronic

• Maintain customer's database

6. Large portion of lockbox payments come from retail

open accounts (e.g. credit cards, utilities, etc.) where there
is either:

• Variable monthly amount due

• Customer option to pay varying amounts

These transactions will not be replaced by EFT/ACH
payments, so future retail-based business volume is

secure.
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J. Enhanced Services Conclusions
and Recommendations

1. Pursue EDI aggressively

2. Pursue lockbox/collection services

• Highly complementary to basic variable imaging
services

• Supports gaining mission critical applications

• Offers operational leverage advantages

• Has potential for further processing services

expansion

• Reasonably low risk

• Penetrate via acquisition or alliances

3. EFT/ACH should be lowest priority

• May be more of a threat than an opportunity

4.

Selectively pursue "one-off" strategic customer services

opportunities as they materialize to gain experience and
credibility in enhanced offerings.

5.

Consider niche opportunities (e.g., address checker
and property management) jointly with MDMS.

ZMDS-FR IV- 2 4
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V. The Whole Picture

Combined Basic and
Enhanced Opportunities
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A. Distribution of Combined
Opportunities by Industry

1. Industries tend to offer either basic or enhanced
opportunities—only one (state and local govt.) shows a
ba ance of opportunities
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Combined Services
(Basic + Enhanced)

Opportunity Attractiveness
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B. Distribution of Combined
Opportunities By Target Audience

1 . The vast majority (79%) of BCS opportunities are
customer communication applications.

They are evenly balanced between consumer and
business-to-business communications.
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Combined Services
Attractiveness by Target

Audience

Target Audience

Owners Employees Customers

Business Consumer

Manufac. 125 Finance 1 1

2

Insurance Telecomm. 54

100
Insurance 43

Wholesale 75
Manufac. 37

Transpor. 58
Education 10

Health Care

40
State/local govt.

34

Telecomm.
10

Services 32

Services 8
Transpor. 18

State/local
Retail 7

govt. 2 Utilities 10

Federal 1

0

418 367

Suppliers
Internal

Efficiency Total

Federal 30

Total

Percent

of Total

30

42

Federal 15

Retail 75

90

36

State/local

govt. 20

Insurance

45

Finance 30

Retail 10

105

10

1010

100
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C. Where are the Big
Combined Opportunities?

1 . Every industry has them (except utilities)

2. The greatest number of big opportunities is in

finance (7)

3. The big opportunity is EDI

ZMDS-FR V- 6
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Combined Opportunity Attractiveness
(>10 Rating)

Insurance

Manufacturing

Finance

Retail

State/Local

Government

EOBs EDI Electronic Images EFT/ACH

166

EDI EFT/ACH

\////////. 12^V///////////////7X7^ 141

Customer ATM Lockbox Lockbox
Statements Cards ^ Services Services

(Loans) (Credit

/. , , ,

^ Cards)

Year-End

TaxlOA V .
Coupon ,

Reporting \Credit^ards
^ B^oks

10 136

EDI Lock Box

V///////y^sV////7)o, 85

Traffic Address OCR/
Citations Checker Bar Code

3V/////^^//X/97^ 85

Wholesale

Telecommunications

Federal

Transportation

Services

Health Care

Education

'////////////////////y/y777777m

20 40 60 80 100 120

Opportunity Attractiveness Rating

EDI

140 160 180

^ Basic Services

El Enhanced Services

75
Bill/

Billing EFT/ACH Collect EDI

64

RFPs 1099 Benefits Subscriptions

57^^15g ^S^is^igp#Sl5|

EDI

vyyyyy///yy/yyyyyyyyz 50

Property

Billing Manageme nt

yyA^^yyyyyyy/^K 36

EDI

V////////////?. 32

L

Alumni Directories and Sun/eys

10

t
I I L

10 20 30 40 50

Opportunity Attractiveness Rating

60 70 80
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D. What Are the Combined Big
Cross-Industry Opportunities?

1 . Focus narrows to five services . .

.

2. EDI dominates (66% of total opportunities)
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Cross-Industry Applications
Opportunity Attractiveness

Opportunity Attractiveness Rating

E] Manufacturing

11 Insurance

0 Wholesale

Retail

m Transportation

Note: Percentages shown

total services

a Health Care

El Telecommunications

H Services

Finance

percent of
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- Intentionally Blank -
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E. Overall Conclusions

1

.

Moore BCS is a dominant force in its current business.2.

The outside/available market for variable imaging basic
service is strategically at risk—downward pressure will

come from:

• New equipment and technology available to in-house
users

• Large firms providing services to smaller firms in the

same industry

• DP systems operations (FM) vendors taking variable

imaging with them

3.

In spite of strong in-house competition, enough users
will outsource mission critical app ications to support
reasonable BCS growth objectives—but this market will

need to be developed by BCS.

4.

Attractive enhanced services offer opportunities to both

develop mission critical basic business as well as
penetrate totally new markets.

5.

Several niche applications are worth considering for

high earnings potential rather than long-term growth.
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F. Overall Recommendations

1. There is no one "perfect strategy" for BCS . .

.

• Pick logical/comfortable choices and aggressively
pursue them

• Study further the less certain opportunities

• Discard what doesn't look or feel good

2. Acquire missing capabilities in highest priority services

to ensure control

3. Use alliances in lower priority areas:

• To test markets or services

• To evaluate potential acquisitions (of tactical nature)

• To lower risk and investment

4. Basic services:

• Focus on finance industry

• Emphasize statement and card processing services

• Find a creative solution to peak season workloads

• Evaluate niche opportunities in alumni
directories/surveys and traffic citations

• Pursue EOBs if also planning insurance industry EDI
services

• Evaluate offering facility management (system
operation) services

• Seek alliances with DP outsourcing vendors to handle
their variable imaging work (new distribution channel)
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F. Overall Recommendations

5. Enhanced services:

• EDI is the future ... #1 priority—acquire a strong
position

• Pursue lockbox services as part of the strategy to win
mission critical basic applications (alliance leading to

acquisition . . .?)

• EFT/ACH is lowest priority

• Selectively evaluate niche opportunities, e.g. address
checker, property management, membership billing

6. Food for thought

• Seek alliances with system integrators to handle
variable-imaging project requirements (another new
distribution channel)

• Sell disaster recovery services to

- Sungard, Comdisco for unique applications (another

new channel)

- End users directly as part of helping them install or

upgrade in-house imaging operations
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Lockbox

Services

Backup &
Recovery

Where is INPUT Pointing Moore BCS?

Information Services Industry Structure—1989

($ Billions)

C
Transaction^

^ 13.3 ^
Utility

0.9

r Other

1.8

Systems
Operations

(Vendor-

Provided

System
4.3

Network
Applications

1 ,

.EDL
Jctronic

Mail

Other

Electronic

Information

Services

5.5

- Data Bases
- News
Other

Applications

Software*

16.0

Systems
Software*

14.8

Systems
Control*

5.7

Data Center*

Management
3.2

Applications*

Development
Tools

5.9

Equipment*

5.7

Packaged
Software

2.3

Customized
Software

1.0

Software

Support &
Maintenance

1.7

Equipment

2.5

Packaged
Software

0.5

Other

Services

0.4

Professional

Services

2.4

^mfessional
ijServfces

17.6

Consulting

3.6

Software

Development

10.2

Education

& Training

2.2

Systems

Operations

(Client-

Provided

System)

1.6

Industry-Specific Sectors (15) 59.2

Cross-Industry Sectors (7) 34.4

'Broken out by Workstation/PC, Minicomputer, and Mainframe segments Source: INPUT
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Appendix A
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EDI Opportunity Size
Calculation

Vertical Market

1993 EDI
Market
Forecast*

($ Millions)

Assumed 1993
Percent

Penetration of

Latent Potential

Market

EDI
Opportunity
Size ($ M)

Insurance 34 2 1,694

Manufacturing 222 20 1,110

Wholesale
Distribution

119 30 397

Retail

Distribution

102 30 340

Health Care 26 10 276

Transportation 34 30 113

Telecommun-
ications

6 10 60

Total 543 14 3,990

*Network services only (65% of total market)
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Appendix B
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Cross-Industry Applications
Opportunity Attractiveness

(All Size Opportunities)

Enhanced

EDI

Lockbox

EFT/ACH

Basic

Statements
and Year-End
Tax Reporting

Cards

1i

Tibo
.‘.V.V.'.V.V.V.

50

100

30

300

87
(
14%)

400

58 (10%)

32222

60 4 2 ^3
-
\\

91
(
66%)

46
(
34%)

0 20 40 60 80 100

Opportunity Attractiveness Rating

Manufacturing

H Insurance

0 Wholesale

Retail

H Transportation

B Health Care

Telecommunications

H Services

Finance

Utilities

Note: Pecentages shown are percent of total

enhanced or total basic services

B=2

;
467

3 (76%)

500

ZMDS-FR



MOORE BCS BUSINESS OPPORTUNITY ANALYSIS INPUT

Appendix C
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