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UK Addressed inland mail traffic versus economic and 
demographic growth trends
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A dual lens approach for modelling letter traffic in 
the UK
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Framework: Demand for mail equations
Estimated the product model using Dynamic OLS (DOLS) of the form (based on Nankervis et al. (2002):

where:

Dit is a vector of deterministic variables: constant, seasonal dummies and time trends 

is a vector of long run coefficients associated with the different explanatory variables

Xit vector of the above explanatory variables corresponding to each traffic stream i

The individual product models were estimated using a general error correction model as follows:
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Long run elasticities: products: quarterly model
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We measured e-substitution

Index of Internet connectivity
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Long run elasticities: contents, financial year model
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Comparisons of long run elasticities for total letter traffic: 
products and contents
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Explaining the gap between letter volume and economic and 
demographics in the UK
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Conclusions

1. Applied econometric techniques to quantify the impact of key factors 
affecting UK letter traffic.

2. Especially, the effect of technology on the erosion of mail volumes was 
explored using the share of internet advertising variable and time 
trends. Highest (negative) impact on mail volumes.

3. Economic activity and household formation remain important drivers of 
mail volumes (unity elasticity) whether products or contents models.

4. Price elasticities by products broadly similar to those reported in 
Nankervis et al. (2002). Also different degrees of substitution in 
commercial, social and direct mail, (price elasticities around-0.2, around 
-0.3 to -0.4 and in the range-0.7 to-1.4).


