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[bookmark: _Toc57123628]     The report’s purpose was to analyse the decline of Royal Mail and to provide solutions that will make Royal Mail adapt to the new customer’s needs and not be in decline anymore. It was found that the main problem of Royal Mail, a letter delivery company, is the declining of letter sending, which affects the business in negative ways such as losing revenue and having to cut down the staff. While analysing, it was found that Royal Mail has a strength point that can be used to solve the problem: broad services. This strength can be used by Royal Mail to adapt faster in front of changes of the current world. The PESTLE analyses confirmed again that there are many factors that led to a decrease in letter sending, the most important being the technological and social factor. The technological factor, the digital communication, influenced the social factor, and encouraged people to save time by using new ways of communication such as the e-mail, phone or fax. 
     By having this clear analysis, it was deducted that the solution to the decline of letter sending is to change the company’s focus from letter to parcels. By having this action plan in mind, a new analysis begins, only that this time there were targets and objectives set, such as increasing the parcel delivery by the end of 2021. 
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     This report was requested by Christian Felices in November 2020 and it was compiled by Catalin Ionel Mirica 1920075. 

     The date of submission is 11th of December 2020.

     The report is looking to analyse the decline of Royal Mail, by evaluating the causes that led to decline, including SWOT and PESTLE. At the same time, the report’s purpose is to provide solutions to the problem, and ways in which they can be monitored. The research methods used are journal articles and reliable websites. 
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     Royal Mail Group is a well-known global company, which operates in about 43 countries. The company delivers around 1.8 billion parcels and 14 billion letter each year, and for this they have more than 160,000 employees all around the globe, and the revenue is exceeding £10 billion/year (Royal Mail, 2020).  The group is also split in two major parts: Royal Mail and GLS, which is an international logistics and deliver services company (Dunn, 2020). The Royal Mail Group has recently announced the Half-Year Results for 2020-2021, and the loss is considerable big. Even though the parcels went up by 31%, due to the global pandemic, the letters went down by 33%, which is translated into operating loss of £20 million (Post&Parcel, 2020). It seems that the decline of the letter is not caused by the pandemic at all, since Dr Paul Simmonds, of Warwick Business School stated that ‘COVID-19 is exacerbating the decline in letter volumes, but it already existed’ (Ballard, 2020). 
     The main challenge for Royal Mail is to ‘stay relevant and sustainable, the universal service must adapt to life in the 21st century,’ said Keith Williams, the interim executive chairman (The Guardian, 2020).
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     The main problem of Royal Mail is the decline of letters. This represented a trend in the last few years. In 2019, the decline was only 5%, due to the European parliamentary elections in May 2019 (Dines, 2019).  In 2020, the decline is already 33% only for half a year, which caused considerable loss of revenue. 
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     There are lots of things that contributed to the decline of letters. The most important is the fact that people are not sending letters anymore, unless it is urgent, or it is required. Instead, people are using modern ways to communicate faster, such as e-mail. In 2016, Ofcom conducted an analysis regarding the behaviour of the people in this aspect, and they discovered that over 56% of the British people prefer more faster communication ways, including e-mails, phone calls and text messages.
      At the same time, around 47% of the British adults stated that they will use post when there are not other ways of communicating, for example, when the driver licence must be replaced. The decline of letters reaches so far that the Royal Mail must change its main activity from delivering letter to delivering parcels. This means that the company must adapt to the customer behaviours and needs, in order to remain relevant and profitable. This also means that the most affected persons will be Royal Mail’s employees since the company will have to cut costs due to the loss of revenue. 
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Royal Mail was affected by the loss in such a negative way that they had to cut 2000 management jobs (Lawson, 2020). This is translated by 2000 people who lost their income, potentially their families as well. Also, this is a trend, because the problem is aggravating each year, the loss of revenue is bigger every year, and, if the problem will not be solved, many people and their families will be at risk of losing income, especially in these hard time during the pandemic. 
[bookmark: _Toc57123633][bookmark: _Toc58577884]SWOT analysis

     According to the SWOT Analysis from Appendices, Royal Mail has some incredible strengths, which the company can use to solve their big issue of declining letter. 
     The most important strength is the broad service offering, which can allow the company to be more versatile, and have income from multiple activities. This strength can also be used to correct the customer dissatisfaction, which is a weakness, and to adapt faster in front of any changes. 
     On the other hand, the weakness that affects the company the most is the customer dissatisfaction. Statista (2020) shows that the customer complaints over Royal Mail are considerably increasing, last year being the highest number of complaints, 578 600. 
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     The trend of increased customer complaints caused by late deliveries and overcharging, to name just a few, has led the company to pay £1.5 million fine at Ofcom (Ofcom, 2020). 
     The biggest opportunity for Royal Mail is the increased volume of parcels. This can have many benefits, including a direct increase of revenue, since the costs of parcels are always bigger than the costs of letters. At the same time, since the consumer changed its behaviour and now is ordering online more, especially during the pandemic, when everyone must stay at home, this means that the parcel will represent the future, and the possibility of declining is low. Royal Mail can use this to change its main activity from letter delivery to parcel delivery. 
     The biggest threat and the problem of Royal Mail is represented by the decline of letter deliveries. Since the digital ways to communicate are more practical and faster, the letters only remain a solution for sending personal documents for example. The trend it that the letter deliveries will further decrease, which will lead the company to lose more revenue. 
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      According to the PESTLE analysis from Appendices, the world is in a constant change which impacts not only consumers, but businesses as well. 
     The political element of the analysis, which is represented by the different policies in every country in which Royal Mail operates, makes the company to be at a constant risk of changing its entire operations. The extended reason is that the governments are constantly changing, and with them the taxes can also be changed, or the right to operate, for example. 
    The economical element, which is the most important, at least in 2020, is represented by the effects of COVID-19, including the furlough scheme, the necessity of new safety measures, which made the company spend around £40 million (Royal Mail, 2020), and the lockdown. Royal Mail did not apply to the furlough scheme, as the company wanted to still be able to function at its highest level, since it is an essential business (Royal Mail, 2020). Even though this is an unfortunate event that happened, there was also a bright side for Royal Mail, as the numbers of parcels were increased, providing an extra revenue. 
     The social element is the cause of the letters decline. It is represented by the changed customer behaviour, that prefer new faster ways to communicate and send information, such as phone, e-mail or fax. This negatively impacted the company, and this is a constant issue. At the same time, since the customers are more used with the fast technology, it has also affected their views regarding the performance of Royal Mail, having increased number of complaints every year, most of them regarding the delay or the loss of their parcel or letter. 
     The technological element which is represented by the digital communication is directly connected with the social element and the fact that people changed behaviours because the digital communication started to be more accessible everywhere. To cope with this, Royal Mail introduced the Digital Stamp (Royal Mail, 2018) and the Click&Drop service (Wilson, 2016), which both help customers to not waste so much time, but it was still affected with the declining of letters.
     The environmental element is represented by the Pollution and affects the entire world, and Royal Mail is trying to reduce the waste and to recycle, and so the Sustainable Mail was created (Royal Mail, 2018).
    The legal element that has the biggest impact on Royal Mail is the GDPR, because it reduced the letter sent, with most of them containing personal informational, such as passport or driving licence (Royal Mail, 2017).
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      In conclusion, there are lots of factors that contributed to the declining of letter, the major problem of Royal Mail. 

    The most important factor is represented by the technology and the customer’s preference for faster, easiest way to communicate. But, at the same time, even though this represented a trend for a few years, Royal Mail did little things to improve, such as introducing the Digital Stamp or the Click&Drop Service, but they were not enough, because they are still a letter delivering company. 

On the other hand, Royal Mail can use all this information and rebranding into a parcel delivery company, since those are increasing considerably, for reasons such as online shopping. 
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     All the factors that caused the declining of letter are present in the Ishikawa diagram below, for a complete view. 
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     Based on the analysis above, the declining of letter is a cause that cannot be solved. Changing the customer’s behaviour is one of the most difficult actions, and it can be done, but with lots of effort. But, when there are other factors, including the Environmental one, it is better to assume that the volume of letter will not increase too soon, maybe never. This is the reason why, in order to stay relevant and important in the industry, as well as not losing more money and staff, Royal Mail must rebrand itself, and go from a letter delivery company intro a parcel delivery one. It is hard to change a company’s identity after 500 years of operating, but it is the best option to adapt to the customer’s needs and to continue to operate, then to close, or to love more and more money. 
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     According to the Action Plan from Appendices, for Royal Mail to have a bright future and to stay in the business, it is necessary for the company to focus more on the parcel delivery than on the letter delivery. 
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      The resources needed for that will be people, money and new equipment. The people are important because, if the parcels will increase, Royal Mail will need to hire more people. For example, for the seasonal work in 2020, due to the large volume of deliveries, Royal Mail hired 37000 temporary staff (Smithers, 2020). The money is important because to hire new people and buy new automatic equipment, it means that an investment must be made. The new equipment, such as automatic sorting machines are essential for a better organisation and time management. 
     The key indicators for this action will be represented by the increasing of profit and the decreasing or customer’s complaints. The increasing profit is achievable due to the number of parcels delivered and the money saved from the letters. The decreasing of the customer’s complaints is achievable because of the resources invested that Royal Mail to become more fast and more focused on the customer’s needs.
     The targets are represented by
Increase the parcel delivery with 30% by the end of 2021 by collaborating with companies such as Amazon and focus more on the Next Day Delivery. 
Decrease the marketing mail by 80% by the end of 2021 by refusing to spend money on fuel and people to deliver marketing letters that will be thrown away and not recycled.
Revenue up to 20% by the end of 2021 by succeeding to increase the parcel delivery and lowering the costs with decreasing the marketing mail. 
     These are SMART goals that can be easily achieved, due to the trend of increasing parcels, especially during lockdowns, but also by becoming more environment focused and not waste fuel, paper and wages on delivering marketing mail. At the same time, by completing the first two targets, the third one will follow naturally, because the revenue will increase. 
    The success of this action plan will be communicated by Royal Mail at the end of 2021, in the annual presentation regarding the results and business updates.
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      The questions asked at the end of 2021 will be: 
How efficient was the strategy? And at this point it will include the costs versus the profit and the time management.
Have the objectives been met? This will touch the targets achievement.
Has the problem been solved? This will evaluate if the transition to a parcel delivery company managed to bring more profit than before, when the letter delivery was the focus.
Can we do it better next time? This will see the flaws in the process, and new ideas for the next year.
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      Internally, the people that must be informed are the employees and the managers. The managers so that they can know how to organise the workload and the team to the new changes, and the employees because they will have to get used to the new equipment, new people that will join the company, and to change their focus from letters to parcels.
[bookmark: _Toc57123641]    Externally, the people that must be informed are the accounts, the customers and the shareholders. The accounts because they will rely more on them, especially on Amazon, which has the most parcels, but as well as the accounts that want to send marketing letters. The customers will be informed that the focus of the company will be represented by the parcel delivery, and that they can now rely more on Click&Drop service, and the time of parcel delivery will decrease. The shareholders must be informed of the change because their investment will make the change possible. 
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	Strengths
	Weaknesses

	Broad service offering
Sole universal service provider in the UK
Low debt-to-equity ratio



	Limited cash and liquidity
Customer dissatisfaction
Ofcom penalties
Jobs cut

	Opportunities
	Threats

	Strategic initiatives
Global Air Freight and Logistics Outlook
Increased parcel volumes
	Changing fuel prices
Decreased letter volumes
Competition
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	Element
	Factor
	Impact

	Political
	Different political views in Europe


Privatisation
	Since Royal Mail operates in 43 countries, it is under constant risk, since almost every country operates in a different way.

Due to the company being undervalued when was listed on the stock market, the government lost £1 billion.

	Economical
	COVID-19




Brexit


Changing fuel prices
	Increased parcel volume
Safety measures that costed £40 million
High numbers which led to multiple lockdowns

Weak economic growth because companies decided to leave UK

This will cost the company more since it has more than 48 000 cars.

	Social
	Online shopping


Faster ways to communicate
	This made the parcels be more important than the letters.

This made the people to use the e-mail, fax or phone to send information, instead of letters
Increased number of complaints.

	Technological
	Digital communication





	Decrease in letter sending
Decrease of revenue
Digital stamp
Click&Drop.

	Environmental
	Pollution
	Royal Mail introduced Sustainable Advertising Mail.

	Legal
	Brexit




GDPR
	There might be possible laws that will affect all the business, especially if the Brexit will happen without deal.


Decrease in letter sending.
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	Decision implemented: 

Change the brand identity from letter delivery company to parcel delivery company.



	Monitoring the decision:

	Resources:
People
Money
New equipment



	Key Indicators:
Increasing profit 
Decreasing complaints from customers


	Targets:
Increase the parcel delivery with 30% by the end of 2021 by collaborating with companies such as Amazon and focus more on the Next Day Delivery.
Decrease the marketing mail by 80% by the end of 2021 by refusing to spend money on fuel and people to deliver marketing letters that will be thrown away and not recycled.
Revenue up to 20% by the end of 2021 by succeeding to increase the parcel delivery and lowering the costs with decreasing the marketing mail. 



	Data Sources:

The data of this plan will be taken from the half year and yearly reports done internally by Royal Mail


	Reviewing the decision:

	The action plan will be reviewed at the end of 2021 by following the achieving of the targets. 


	Communicating the Decision:

	Internal Stakeholders

employees
management










	External Stakeholders

accounts (Amazon)
customers
shareholders
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