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1.0 Introduction - 
 
This report is requested by Christian Felices, lecturer in the University of Wales Trinity Saint David. It was requested on 3/11/2020 and compiled by Valentin Gotsev student at UWTSD. Date of submission: 24/12/2020. The purpose of the report is to analyse the Nature Scope and Impact of the main problems in Royal Mail. The report contains SWOT and PESTLE analysis of Roya Mail. It gives recommendations and action plans on how to overcome the main barriers Infront of Royal. To compile this report were used websites, journal articles, books, and interview with the former operations manager.



[bookmark: _Toc57123629][bookmark: _Toc59565880]2.0 Main Findings - 

Royal Mail is a provider of various postal services in the U.K. and across the globe (MarketLine 2020). The company delivers six-days a week and one-price-everywhere service to over 30 million addresses across the U.K. (MarketLine 2020). It operates in 44 countries worldwide, 41 of which are in Europe (MarketLine 2020).The company has two segments. U.K. Parcels, InternationalAnd Letters (UKPIL) and General Logistics Systems (GLS) (MarketLine 2020).
Royal Mail exists form over 500 years, and it is the most trusted postal service in U.K.

[image: ]
Marketline (2020)
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[bookmark: _Toc57123630][bookmark: _Toc59565882]2.1.1 Nature - 

· According to MarketLine (2020), one of the main problems in front of the Royal Mail is the reduced customer demand for  letters. People are now using online emails instead of the post (MarketLine 2020). Denton (2019) quotes the former CEO Rico Back: "People are sending fewer letters and more parcels". Dines (2019) writes in Investors Chronicle that Royal Mail has a steady drop in income in the past years. The author states that the only time when people use more post is the election time (Dines 2019)
· Although there is a ongoing planned transformation of Royal Mail to more parcel focused company (Denton 2019), this transformation is behind schedule. The letter volumes are falling even more which contributes to even worse results (Denton 2019)




[bookmark: _Toc57123631][bookmark: _Toc59565883]2.1.2 Scope - 

· The trend of decline in Royal Mail has become even worse during the COVID-19 pandemic. The difference between the parcel and letter demand has become even more significant (Dunn 2020). On top of that, the company had to invest in social distancing, paying sick notes to staff and overtime pay (Dunn 2020). Rising sick leave levels due to COVID-19 may force Royal Mail to cut some of its postal services (Sweney 2020). All these factors skyrocket the company costs by another 80 million pounds (Dun 2020).
· According to BBC News (2020), the increased parcel demand makes it necessary to restructure the Royal Mail and its management. The slow adaptation to the higher demand for parcels is the main reason for the planned cutting of management jobs, which will affect the company management (BBC News 2020). 
· Makortoff (2020) writes in The Guardian that the decline in Royal Mail is a cause of not hiring new permanent staff when old staff retires or leaves.
· 
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· Dawson (2020) writes that Ofcom fines Royal Mail by 1.6m for delivery failures. The author explains that the company managed to deliver only 91.5% of the First-Class letter against the 93% target for 2018-2019. Ofcom stated that there was no reasonable explanation and no action taken from Royal Mail's side through the year.
· Denton (2019) indicates that on the 21 of November 2019, the shares of Royal Mail drop by 17%. According to Dunn (2020) the company announced a 31% decline in profit for 2019-20. This decline is caused by a failure to offset the 8% decline in letter volume in Royal Mail domestic service (Dunn 2020).
· Makortoff (2020) writes in The Guardian that Royal mail is to cut 2000 managerial jobs. The author affirms that one in five out of nearly 10 000 managers will lose their job. The Unite Union, which represents 6000 managers in the company, insists that cutting the 2000 jobs is not a long-term solution (Makortoff 2020)
· On the bright side, Makortoff (2020) points out that cuts will not target the delivery staff and 90 000 postal workers. However, Royal Mail states that there will be a decline in the frontline workers as it started implementing the more automated process of processing letters and mails (Makortoff 2020)
· Dunn (2020) writes that the company has parted ways with CEO Rico Back in late May. He had announced a 1.8-billion-pound reform plan that caused tensions between the postal workers and him (Dunn 2020). The Union workers claim that the company has not provided them with safety equipment during the pandemic (Dunn 2020).
· In Bloomberg, Smith (2020) writes that Amsterdam-based parcel arm GLS will remain key despite the rumours of Its separation. 
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[bookmark: _Toc59565886]2.2.1 Strength – 

· Royal Mail is one of the most recognisable letters and parcel companies in the U.K. According to PostandParcel (2016), Royal Mail has 500 years old history. In 1516 King Henry VIII was the first who established vital post towns across the country. This history is the main strength of Royal Mail, and the fact that it exists for 500 years shows that customers trust the Royal Mail. The company can use that strength to boost the company after its restructuring.
· According to MarketLine (2020) Royal Mail operates in 44 countries worldwide. They are accountable for 27.2% of the Royal mail profit.  According to BBC News (2018) the E.U. operations were up by 9%, offsetting 1% fail in U.K. letters for 2018. International operations are essential and have an impact on the local operations and Royal Mail as a whole (BBC News 2018).
· Royal Mail debt ratio is 0.1, which is much below the industrial average of 0.7 (MarketLine 2020). The company manages to clear its debt by 8% every year (Marketline 2020). The right financial leverage shows that the money lenders will have trust in the company. The possibility of getting credit to speed up the transformation from letter to more parcel focused company is high.

[bookmark: _Toc59565887]2.2.2 Weaknesses – 

· According to Mike Obgomo (2020), former operations manager in Royal Mail with a master's degree in business management, the main issue in decision making in Royal Mail is that every decision must get the Union Approval. This slows down its implementation drastically. During the interview, Obgomo (2020) stated that the high number of employees working there 20+ years influences the decision of the workers Union badly. The interviewed noted that the old workers are conservative towards changes because they are used to the old ways of working. Lawson (2020) writes that the frontline worker union is concerned that the new technology can track workers' performance closer. Not measuring the worker's performance can be bad for the company's performance.

· Plimmer (2015) writes in 2015 that Royal Mail has only just started to label track and sort parcels through machines. During this time, Amazon and other delivery companies have already modernised their depot becoming faster and more efficient than Royal Mail (Plimmer 2020). Plimmer (2020) express the U.S. investment bank opinion that Royal Mail is not making the changes fast enough. 


 
[bookmark: _Toc59565888]2.2.3 Opportunities – 

· According to MarketLine (2020) Royal Mail is in an excellent position to continue to benefit from the growing online retail market.  The expanding online retail market is the primary driver of Royal Mail's growth and transformation strategy (MarketLine 2020).
· In 2018 Royal Mail acquires Dicom Canada, which gives the opportunity of going outside the European market (MarketLine 2020).
· Sheshinski and Lopez-Calva (2000) explain Macroeconomic theory tells us that contracting problems can create non-efficiency due to public ownership of a company. This is because the management is responsible in front of the state, not a private owner. The authors summarise that publicly owned companies in the competitive economy can perform worse. The authors also conclude that Royal Mail can accomplish efficiency and profit only in a competitive environment (Sheshinski and Loez-Calva 2020). 

[bookmark: _Toc59565889]2.2.4 Threats - 
· Pooler (2016) indicates that the main competitors of Royal Mail DPD and Hermes are one step ahead in parcel delivery competition. The author points out that Hermes and DPD are already building massive warehouses in their wish to take a big part in the growing parcel delivery market.
· The growing popularity of internet services like emails, wireless, and broadbands has impacted the traditional postal letters services (MarketLine 2020). On the other hand, telephones, fax machines, and other electronic communications have severely affected the First-Class mail service (MarketLine 2020)
· Tutor2u (n/d) states that Royal Mail has over 40 000 vehicles, and the cost that cannot be controlled by the company is the fuel cost. Tutor2u (n/d) explains that variable fuel prices can have a direct impact on profits. The Royal Mail can overcome this threat by buying electric vehicles. 
· 
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[bookmark: _Toc59565891]2.3.1 Political - 

According to the Briefing paper of The House of Commons library, Moses and Booth (2016) the coalition government between Conservatives and Liberal Democrats proceeds with the intention of privatisation of Royal Mail. On the 15 of October 2011, the first shares of Royal Mail were listed on the London Stock Exchange (Moses and Booth 2016).
In a report requested from House of Commons Morse (2014) the author concludes that the privatisation of Royal Mail has made it a profitable business.  After the privatisation, Royal Mail reverses its £493 million negative cash flow to £334 million positive cash flow for the first year (Morse 2014). The privatisation reduces the risk of spending public money for the company (Morse 2014). The country, however, remains responsible for the running of the service (Morse 2014).

Royal Mail (n/d) warns in their website that there can be a delay of parcels and letters due to Brexit. The company explains that this depends on the VAT arrangements between the E.U. and the U.K.
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2.3.2 Economical - 

Jordan (2020) writes for BBC News that the parcel demand in Royal Mail during the COVID-19 pandemic has increased by 10%. However, the author explains that the reduced letter demand during that time and the costs for safety measures during COVID-19 caused the pre-tax profit to fall by 17 million.




[bookmark: _Toc59565893]2.3.3 Social – 

Therrien (2020) writes that due to exceptionally high volumes, there were delays in the deliveries by Ryal Mail. The author gives an example of businesses and families, depending on fast delivery. The high volumes on the other side have a good impact on the communities. Royal Mail hires 33 000 temporary workers to support the demand during Christmas making possible people who are affected by COVID-19 restriction to save some money (Therrien 2020)
On the 1/01/2021 the free movement of people between the U.K. and E.U. will stop. European workers will not be able to start to work easily in the U.K. This can make it impossible for Royal Mail to hire people during the high demand periods.



[bookmark: _Toc59565894]2.3.4Technological – 

Brown (2018) writes in Dailymail that Amazon has already over 100 000 robots. Amazon uses these robots to fulfil orders with record speed Brown (2018) The Royal Mail must adopt this technologies in order to be competitive.
People are now using online mails instead of writing letters (MarketLine 2020). This is another indicatior that Royal Mail have to take that in consideration and restructure itself.



[bookmark: _Toc59565895]2.3.5 Environmental – 

One of the main threats in front of Royal Mail is the petrol price (MarketLine 2020). The petrol prices can have a direct impact on costs and the profit of the company (MarketLine). The Royal Mail can use electric vehicles as an opportunity to stop being dependent on petrol prices.

In the Paris Agreement from the 4 of November 2016, the 195 parties have agreed to reduce the gas emissions. The U.K. and E.U. have set up a target of 40% reduction by 2030 (European Comisson 2020)

Royal Mail is already making a trial of electric vans (BBC 2020). There are 295 electric vans in operation (BBC 2020).  The company made a partnership with The London Electric Vehicle Company and intended to launch more vehicles (BBC 2020)





[bookmark: _Toc59565896]2.3.6 Legal – 

 In August 2019, the regulator Ofcom fines Royal Mail with 50 million pounds (Davies 2019). The fine was for anti-competitive behaviour against Royal Mail's competitor Whistl (Davies 2019). Davies (2019) quotes Ofcom: "We found that Royal Mail pursued a deliberate strategy of pricing discrimination against Whistl, which was its only major competitor for delivering business mail". 
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The Decline in Royal Mail is becoming worse and worse every year. People are now writing fewer letters but more online emails. The demand for parcels, on the other hand, is growing. The COVID-19 situation makes that difference in the need even more significant, and the company is not prepared.
Royal Mail has already started restructuring to more parcel focused company. However, the speed of that reform is not enough. Workers Union is the main barrier in Royal Mail's transformation. Finding the balance between the Union and the company is hard. The modernisation for some means redundancies for other means opportunities.

The privatisation of Royal Mail is an opportunity in front of the company. It is proven that private companies are much more efficient than publicly owned companies. The privatisation brings new life to the company. People who work in private companies are more biased and more productive. The privatisation also removes the burden from the U.K. taxpayers. Their money can be used for infrastructure projects, for example, instead of supporting a failing company.
The transformation and the privatisation are both positive things. However, a balance between workers and the company must be found. Royal Mail must minimise the redundancies of management and employees. The people responsible for the slow transformation must take their responsibility. A compromise between the company and the Union for faster decisions is vital.
The Paris agreement has set up a goal to reduce CO2 emissions. The U.K. is part of it, and the Royal Mail must invest in this on time. The sooner Royal Mail replaces petrol with electric vehicles on the better position it will be in front of its competitors.
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[bookmark: _Toc59565898]4. Options/Recommendations
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The main problem of Royal Mail is the declined volume of letters and an increased volume of parcels. Due to a slow transformation, the company profit is lower every year. To resolve that problem, Royal Mail must invest in building technologically advanced Parcel sorting depots. 
Royal Mail must also assess the possibility of restructuring its old letter depots to parcel depots. This may also help cool the tension between the company and the Union. The restructuring must be at the same speed as the decline in letters. The letter depots that have less demand must be restructured first.
The Royal Mail must become more prepared for high demand times and avoid fails of delivery. This will save money from fines to the company.
The slow implementation of the changes is a sign of weak management culture. The company must review its leadership and find people that are biased for change.
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The Action plan is to invest in transformation of current depots from letter sorting to parcel sorting accordingly to the letter and parcel demand. The transformation of existing depots is vital to reduce the redundancies if the depots are forced to close due to low volumes of letters.
 Although Royal Mail can transform current depots, the parcel demand will still be higher. This is why Royal Mail must invest in building new parcel sorting depots with new technology A.I. or robotization.

[bookmark: _Toc57123638][bookmark: _Toc59565900]5.1 Monitored - 

The process can last long, so it must be observed every six months until the full implementation is complete. The monitoring must be made by the CEO's or Management. The company can also make a special team to monitor the transformation.
The financial reports must also be analysed and monitored. Royal Mail can hire a financial specialists team to monitor the investments in reforms. 
These reviews every six months will be essential for decision-making during the transformation. 
[bookmark: _Toc57123639]
[bookmark: _Toc59565901]5.2 Reviewed/ Evaluated - 

The process will be evaluated depending on how many letter depots are transformed and how efficiently.
The number of newly opened or renewed depots must be aligned with the increased parcel demand. If there is no increase and Royal Mail can handle it, this process must continue with the same speed until the company is on profit.
A team of financial and business specialists outside of the organisation could review and evaluate the progression of the action plan. It is important to be outside of the company, so their reports will not be biased. 
[bookmark: _Toc57123640][bookmark: _Toc59565902]5.3 Communicated – 

[bookmark: _Toc57123641]Most of the decisions taken in Royal Mail must have Union approval. The Union will be the main point of contact. Therefore the company must achieve a balance between the Union and its interests.
CEO's and the management must work hard towards reforms. They must be the main drivers for the transformation of the company. 
The opinion of the customers must be taken regularly by asking for their feedback. A lot of businesses and households rely on Royal Mail. The company can invest in doing a broad national-wide survey that can help identify some customer's obstacles. Royal Mail has post offices everywhere in the U.K. and can make this survey even more effective by reaching out to millions of customers.  

[bookmark: _Toc59565903]6.0 Appendices - 

[bookmark: _Toc59565904]SWOT analysis
	Strengths
	Weaknesses

	· 500 Years old company (PostandParcel 2016)
· The most recognisable post services in U.K.
· International services (MarketLine 2020)
· Financial Leverage (MarketLine 2020)

	· A lot of decisions must get the Union approval (Ogbomo 2020) (Lawson 2020)
· Not enough parcel logistics capacity (See in Nature Scope Impact).
· Slow implementation of modernisations plans (BBC News 2020) (Denton 2019) (Obgomo 2020) (Lawson 2020)
· Slow technological modernisation (Plimmer 2015).


	Opportunities
	Threats

	· Growing online retailers are using Royal Mail services (MarketLine 2020).
· Privatisation.
· Global Air Freight and Logistics Outlook (MarketLine 2020)
· Strategic initiatives outside the local market (MarketLine 2020)
	· Competitors like Hermes, DHL, TNT, FedEx.
· Internet and digitalisation which contribute to declining letters.
· Changing fuel prices (MarketLine 2020).
· COVID-19
· Brexit
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	Element
	Factor
	Impact

	Political
	Brexit



Privatisation

	Longer time for parcel or letter deliveries to E.U. due to queues on the border.
Unsure VAT arrangements between E.U. and U.K.
The privatisation is opportunity for the company and driver for changes if there is less Union involvement.



	Economical
	COVID-19 pandemic





	Increase in parcel demand during the COVID-19 pandemic.
Managers cuts due to need of restructuring.

 

	Social
	
Delays in delivery due to high demand during COVID 

Brexit
	
Unhappy customers.


The end of free movement for E.U. workers can badly impact over Royal Mail

	Technological
	Robotisation




Online mails



	The automatisation and robotisation put Royal Mail competitors ahead.
Royal Mail can benefit from new technologies to speed up its transformation.
GMAIL YAHOO etc. makes the post unnecessary. 

	Environmental
	Paris agreement
	To reach the targets set up by the Paris agreement signed by U.K. The Royal Mail will have to change its vehicles to electric by 2040.
On the positive side this will reduce the costs for petrol and remove dependence of fuel prices.

	Legal
	Media regulator Ofcom
	Fines against Royal Mail for anti-competitive behaviour.
Fines against royal Mail due to late or no delivery.
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Monitoring & Evaluation template

	Decision implemented:  Invest in building Parcel sorting depots or reconstructing the low performing letter depots.




	Monitoring the decision:

	Resources:  The decision will be monitored by the CEO's. The implementation will be monitored every 3 months




	Key Indicators:  Increased in revenue from parcels. Increased the number of processed parcels.




	Targets: The percentage of letter sorting depots to be restructured according the letter demand. Royal Mail to have enough capacity for the increased parcel demand.




	Data Sources: Profit reports




	Reviewing the decision:

	(Write here how you will evaluate/review the problem. What questions will you ask? Etc)

How many letter sorting depots have you transformed in parcel sorting?

How many new parcel sorting depots have you opened?

What new technology have you implemented to speed up the parcel sorting?

Who is responsible?






	Communicating the Decision:

	Internal Stakeholders

CEO
Workers Union
Shareholders
Management










	External Stakeholders

Customers
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