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[bookmark: _Toc65136724]Decline of Royal Mail
[bookmark: _Toc65136725]Background of the Organisation
Royal Mail PLC is a postal service company located in the United Kingdom, and it was established in 1516. The firm has approximately 142,000 employees with 38 mail centres, 1400 delivery offices, and around 12,000 post offices (Daunton, 2015). Since its inception, the company has enjoyed being the transporter and sole collector of mail in the UK. However, the changes in society and the mailing industry have impacted the Royal Mail significantly. Dating back to 2002, the firm has experienced a decline in its productivity, which has been associated with the increasing technological advancements that have contributed to introducing less expensive, more reliable, and efficient electronic delivery systems (Gori and Parcu, 2018). In the year 2013, the company was privatised to eliminate the firm’s inefficiencies in the face of the mail industry that was becoming highly competitive while trying to enhance its financial stability (Cape and Groves, 2017). In this report, the decline of Royal Mail will be explored including the challenges faced by the firm, the SWOT and PESTLE analysis of the company will be presented. 
[bookmark: _Toc65136726]The Nature of Problems Faced by Royal Mail
[bookmark: _Toc65136727]The Decline in Letter Uptake
[bookmark: _Hlk64636603]After very many years of enjoying being the largest transporter and collector of Mail in the UK, the volume of letters that are sent in the United Kingdom are declining each year as consumers have shifted to using electronic media (Crocioni, 2019). The letter volumes reached their peak in 2005, and have been falling since then with fewer letters being handled by the postal office in the preceding years. In the year 2007/2008, Royal Mail reportedly handled 3million fewer letters than the previous year, which has seen the revenues of Royal Mail failing (Daunton, 2015). The continuous structural decline is unprecedented, and it represents a major change in the letter market. With the increasing technological advancement, people have shifted to different forms of electronic media, including broadband internet, text messaging, email, and digital broadcasting, methods that offer alternative ways for people to keep in touch, advertise, and carry out their business transactions (Jaag and Finger, 2017). Unlike the use of letters, these methods are flexible, immediate, and have zero marginal cost. 
[bookmark: _Hlk64636894]With the declining number of letters that Royal Mail handles, its revenues have also been impacted, partly associated with the stiff competition the firm faces from digital media (Rodriguez et al., 2017). Royal Mail estimates that the substitution from postal services to alternative electronic media has reduced the company’s operating profits by $500 million. Besides, following liberalisation, the alternative carriers collect, sort and transport approximately 20% of mail before handling them to Royal Mail for delivery (Weinman, 2016). The postal competition has also contributed to the decline of the company’s operating profit by around $100million. The other factor that has contributed to the decline in letter uptake of Royal Mail is the number of customers that have shifted from first class to second class mail, a cheaper option, and this has reduced the operating profit by approximately $160 million within the last year (Parcu et al., 2020). 
Royal Mail failed to respond quickly and sufficiently to the letter market decline. Royal Mail has been working on reducing business costs and also reducing its workforce. Some of the factors that contributed to the inefficiency of Royal Mail include that the company has never undergone any major restructuring (Parcu et al., 2020). Royal Mail is also behind its competitors in terms of automation, whereby the letters prepared for delivery through walk-sequencing is carried out entirely by hand. The leading European companies utilise walk- sequencing machines to do the same job automatically and hence reducing their costs.
[bookmark: _Toc65136728]Scope and Impact
[bookmark: _Hlk64636823]The people affected by the main problems faced by Royal Mail include the customers, employees, and stakeholders. The customers are affected by the lack of modernisation by Royal Mail contributes to the delay of their deliveries considering that the postal workers take around 2-3 hours each morning to place the letters by hand in the correct sequence before starting their deliveries. The employees are affected in that the company’s decreasing revenue as a result of the structural decline in letter uptake has resulted in many employees losing their jobs. Also, with the company’s strategy to reduce costs, the first option has been reducing the number of employees as an approach to reducing business costs (Jaag and Finger, 2017). With the reducing operating profits that have been experienced by the company every year, the dividends received by the shareholders of Royal Mail are likely to be affected. 
[bookmark: _Toc65136729]SWOT Analysis
[bookmark: _Toc65136730]Strengths
[bookmark: _Hlk64435085]Biggest market share in the UK
Royal Mail is among the oldest and most reputable company in the United Kingdom. Royal Mail delivers almost 85% of the letters in the UK (Forrester, 2016). Royal Mail is also the sustaining market leader and income leader in the parcel market in the UK. 
Variety of services
Royal Mail operates three primary business segments, that is the UK parcels, UKPIL, and GLS among other services (Jaag et al., 2016). UKPIL deals with the distribution of letters and parcels while GLS focuses on the B2B segment. These segments increase the range of services of Royal Mail. 
Widespread delivery network
Royal Mail has the biggest delivery network in the United Kingdom, with more than 11,000 Post Office Branches and around 116,000 post boxes all over the UK.
High Brand Awareness
Royal Mail has been in existence for more than 500 years with a good reputation, which explains its high brand awareness. 
[bookmark: _Toc65136731]Weaknesses
Weak presence in foreign countries
[bookmark: _Hlk64637065]Royal Mail heavily relies on the domestic market, with 82.5% of its main revenue coming from the UK (Oklohm et al., 2018). This explains why the primary income of the company is heavily impacted by the economic recession in the UK. Heavy reliance on the domestic market resulted in the slow growth rates of Royal Mail.
Inefficient relations with Workers Union
[bookmark: _Hlk64636913]Royal Mail was a victim of a campaign by the name “People’s Post”, which was about the working conditions and services at Royal Mail as a result of privatisation and poor regulatory strategies (Rodriguez et al., 2017). Royal Mail has also been under pressure to dominate its competitors and hence pressuring employees which attracted warnings from Communication Workers Union and Ofcom.
[bookmark: _Toc65136732]Opportunities
Technology
With the increasing technological advancements, Royal Mail can automate its activities as this will help cut down costs. The company will also gain from technological developments by collecting data on the purchasing behaviour of consumers.
Globalisation
The increasing globalisation allows Royal Mail to operate in foreign countries. This is a good opportunity for the firm to expand its operations to emerging markets.
Internet 
[bookmark: _Hlk64637133]The people who have internet access and those using social media are increasing, and this gives Royal Mail a better chance to increase its presence online (Parcu et al., 2020). Royal Mail can use the internet to increase its customer base and engagement. 
[bookmark: _Toc65136733]Threats
Competition
[bookmark: _Hlk64636938]The high number of competitors in the mail industry and parcel market is becoming a critical issue for Royal Mail. The company is also facing stiff competition from digital media. New entrants in the mail and parcel market have developed aggressive strategic plans to increase its market share (Weinman, 2016).
Decline in the letter uptake
[bookmark: _Hlk64636672]The consumers of the products and services of Royal Mail have shifted to electronic media, which is a cheaper, more reliable, and secure method (Cape and Groves, 2017). Technological developments have contributed to changing consumer behaviour.
[bookmark: _Toc65136734]PESTLE Analysis
[bookmark: _Toc65136735]Political Factors 
Political stability will offer Royal Mail a stable business environment with foreseeable market growth trends. Royal Mail, having its headquarters in London, was significantly affected by Brexit’s uncertain political condition caused by Brexit, which affected the whole business in relation to countries from the European Union. After Britain announced their leaving from the European Union, the company’s mail revenue suffered an unexpected drop of around $44 million in 2017 compared to the year 2016 (Gori and Parcu, 2018).
Economic Factors
[bookmark: _Hlk64636718]The emerging markets are a great opportunity for Royal Mail to expand globally. The exchange rates in the countries Royal Mail operates will help determine if the posting costs are cheaper or expensive by considering the currency fluctuations. For instance, in the year 2017, the total revenue from letters declined by 5%, and this was associated with the low inflation on costs, and the firm predicts a downward trend in the future (Crocioni, 2019). 
[bookmark: _Toc65136736]Social Factors
Royal Mail should assess consumer behaviour and the cultural preferences in areas where they operate. The preferences of customers in terms of communication channels are aligned with new technologies which are believed to be more secure, reliable, and cheaper (Cape and Groves, 2017). Royal Mail should adapt its activities to technological developments and demographic factors. The older generation may still prefer the traditional method of postage, whereas the millennials want communication that is in line with new technologies. Royal Mail should improve the quality of their services and also ensure their services are customer-oriented to ensure they maintain the majority of clients who use parcels and letters. 
[bookmark: _Toc65136737]Technological
Every organisation should ensure its product and services are in line with the emerging technologies to deliver paybacks. Investing in up-to-date technology trends is key to innovation, and hence Royal Mail should develop their information technology department to maximise their operations (Jaag and Finger, 2017). E-commerce will play a significant role in Royal Mail by tracking its letter delivery routes. Royal Mail can also use technological developments to maintain its competitive advantage and its market position. Social media marketing is a useful tool for Royal Mail to widen its customer base and engage with its clients. 
[bookmark: _Toc65136738]Environmental Factors
[bookmark: _Hlk64636854]The nature of the products, services, and operations of Royal Mail implies a significant effect on the environment. Royal Mail’s bold move of reducing carbon footprint and energy usages by 5% in 2018 was partly because the company invested in efficient technologies to help in reducing the amount of waste released and water used for their activities (Mustchin, 2017). 
[bookmark: _Toc65136739]Legal Factors
According to the Postal Services Act of 2011, Royal Mail operates and acts under the authority of Ofcom (Oklohm et al., 2018). Royal Mail is required to comply with laws that guide the postal market in foreign countries where the company operates to avoid compromising the firm’s reputation and commercial activities. 
[bookmark: _Toc65136740]Conclusion
In conclusion, Royal Mail’s decline can be primarily associated with the decline in letter uptake. The structural decline in the number of letters delivered is a result of technological developments which have resulted in cheaper, reliable, and more secure alternative media. Royal Mail’s challenges can also be linked to its lagging down in modernising its activities which has offered its competitors a better market position. As a result of the decline in letter uptake, the company has experienced declining revenue starting from the year 2005 till date. The problems facing Royal Mail have significantly impacted the company’s staff, customers, and stakeholders. Some of the weaknesses and threats that have contributed to the company’s challenges include a heavy reliance on the domestic market, poor relations with the workers’ union, consumers shifting to digital media services, and competition from companies such as TNT which have aggressive strategic plans. The strengths that can help the company solve the problems include its larger market share, high brand awareness, and widespread delivery network. The opportunities available for Royal Mail include globalisation, technology, and increased internet access.
[bookmark: _Toc65136741]Solutions to Overcome Problems Facing Royal Mail
Royal Mail can adopt and implement a commercial strategy that is primarily focused on meeting the needs of their consumers and also enhances innovation, considering the technological developments that have prompted consumers to shift to digital media. Innovation will enhance the company’s significant success in the market for non-digitisable parcels and letters (Parcu et al., 2020). To increase its competitive advantage, the company can adopt automation services to sequencing its letters to avoid pressuring the employees and delays caused to the customers. 
Modernisation is another strategy that Royal Mail can use to increase its letter uptake. The company has made significant progress towards modernisation, but the efforts are far enough when compared to its key competitors. To modernise quickly and effectively, Royal Mail needs increased clarity in its objectives over the short term and long term. This aspect will require the firm to remove the element of political intervention to allow management to decide concerning modernisation on a commercial basis (Rodriguez et al., 2017). The company should invest more in technology to enable the sorting and labelling of parcels and letters to be done using machines to be tracked electronically. Royal Mail also requires a fully worked out commercial strategy, which is customer-focused and encourages constant innovation in the current digitise market to reduce the declining pace (Parcu et al., 2020). The company should also accelerate cost reduction to improve cash flows and profit margins for future investment.
Royal Mail can increase its letter uptake by expanding overseas to avoid being dependent on the domestic market and also invest in emerging technologies to reduce business costs while increasing the efficiency of the services offered by the company. The company can use its high brand awareness and good reputation to attract more customers while also retaining loyal customers. Considering that most people have access to the internet, the company can increase its social media presence to market its products and services and engage with clients who may have concerns related to their products (Rodriguez et al., 2017). Royal Mail’s move to reduce energy usage and carbon footprint is a great move to reducing costs, attract investors and also customers who are concerned with the environmental impact. 
[bookmark: _Toc65136742]Monitoring and Evaluation of the Solutions, and how they will be Communicated
To ensure these solutions are effectively implemented, all the stakeholders will be informed on the changes and their role in implementing the solutions. To enhance the sustainability of the changes, all members will be informed of how they will help address the problems experienced by the company. The strategies to monitor the solutions include setting the timeline for implementing each change and having leaders to report the progress made every six months. The other strategy will be measuring the output to assess if the expected outcome is achieved. The solutions will be communicated to the staff using notice boards. For the stakeholders and senior management, handbooks will be handed to inform them of the changes and how they will work together to ensure the solutions are effectively implemented. The solutions will also be communicated by posting the changes on the company’s website, printing handouts that will be availed to all members, and forwarding soft copies to the government representatives. The success of the solutions will be evident if the business costs are effectively reduced, the company modernises its operations, and if the revenue from the company’s services increases.
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[bookmark: _Toc65136745]Appendix 1. SWOT Analysis.
	Strengths
	Weaknesses
	Opportunities
	Threats

	Biggest market share in the United Kingdom
	Weak presence in foreign countries
	technology
	Competition

	Variety of services
	Inefficient relations with the workers’ unions
	Globalisation
	Decline in the letter uptake

	Widespread delivery network
	
	Internet
	

	High brand awareness
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	Political
	Economic
	social
	Technological
	Legal
	Environmental

	Political stability
	Emerging markets
	Cultural preferences
	Adapting current technological developments
	Ofcom as the ruling body
	Environmental impact of the company’s products

	Political intervention
	Exchange rates
	Consumer behaviour
	Investing in E-commerce
	Laws guiding the postal market
	Targeting environment sustainability

	
	
	Demographic factors
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