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[bookmark: _Toc57123628]Royal Mail is a multinational postal and courier corporation located in Britain since 1516. the entity offers universal postal services to over thirty million addresses including over one million organisations across the UK. The entity has been playing an essential role in the UK economy until recently when it faced a challenge of decline volumes of letters being sent, gathered, sorted and distributed.  Given the fixed costs of running a universal delivery service, the decline in addressed letter volumes has led to considerably higher average prices and elevated losses for the entity. The assessment of the decline is made using the SWOT and PESTEL tools, in which both the internal and external environments of the entity are analysed. Findings from the analysis indicate that the overall market dynamics are changing due to preference of technology, which has made it hard for Royal Mail to manoeuvre within the prevalent settings strategically. For instance, the online substitution possesses as a significant threat to Royal Mail as people currently opt for e-communication as opposed to sending a letter through the post office. Therefore, the future of Royal Mail depends on whether it can optimise the current opportunities like modernising its operations for sustainability. 
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[bookmark: _Toc58344891]Introduction
The Government of the UK announced an independent review of the postal utility stratum presided over by Mr. Kelly Raphael and two-panel members, that is, Ashley Randal and Justine Smith, to assess the decline of the Royal Mail and recommended policies, which will be essential in sustaining the entity as a universal utility in the light of the prevalent market conditions. The report was requested in January 2019 by the Department of Business, Energy and Industrial Strategy (BEIS) and the initial submission was published in February 2020. The publication aimed at the vitality of the universal services within the United Kingdom sector and asserted that it was under a severe threat, principally from the unprecedented decline in the volumes of the letters based on Ofcom.org (2019) and Department of Business Energy and Industrial Strategy (2019). There was a broad consensus that the status quo was untenable and that the worldwide service could not be achieved through under the current policies of Royal Mail. The report recognises that the Royal Mail is the only entity which has the capacities to offer universal postal utilities.   
[bookmark: _Toc57123629][bookmark: _Toc58344892]Main Findings
[bookmark: _Toc57123630][bookmark: _Toc58344893]Nature
Based on Mustchin (2017) arguments, the postal market has continuously been faced with rapid transformations, particularly within the marketing strategies and products offerings. Currently, Royal Mail entity remains to be the only entity that is offering Universal postal utility. Still, without the severe action on the business model, the entity is on the brisk of collapsing. The main challenge facing the Royal Mail is the decrease in the capacity of the mails being shipped, gathered, graded and dispatched, which in turn has impacted Royal Mail trading conditions as well as profitability (Mustchin, 2017). The structural decline in the volume of the letters was initially exacerbated by cyclical decrease caused by a global recession before other factors cropped in. For instance, between 2015 and 2016, and 2019/20 the letter volumes have declined by approximately nineteen per cent and have virtually coincided with a fall in revenue from letters by estimated ten per cent (Ofcom.org, 2019).
[bookmark: _Toc57123631][bookmark: _Toc58344894]Scope
The decline in the volume of the letters being sent has been influenced mainly by the online substitution in which people prefer e-communication as opposed to sending letters through the post. The proliferation of digital technology is a vital aspect of the market since it comes with new opportunities for Royal Mail postal services (Casals et al. 2018).   However, it has led to the structural decline of the volumes of the letters, which has a direct effect on the revenues of Royal Mail (Rodrigues et al. 2017). Based on the Ofcom review, online substitution made Royal Mails revenue to decline by five per cent between the year 2017 and 2018. The second issue is the intense rivalry in the parcel market which continues to place downward pressures on the prices of the parcel utilities. As Ofcom.org (2019) notes the new entrants into the postal market, mainly the parcel delivery has obtained a fair market share more rapid than predicted. Evidence indicates that they have obtained almost twenty per cent of the percentage of the total upstream market. It has made Royal Mail encounter intense competition across all sectors of service which ideally act as a constraint to the pricing. 
The third issue that is contributing to the decline of letter capacity within the Royal Mail is a Brexit concept. Sowels (2017) notes that the anxieties on Brexit have led to a decrease in direct mail spending by most businesses in the UK. It is currently considered as a critical aspect since approximately ninety-one per cent of all the mail and parcels come from companies. Royal Mail has an approximate monopoly over the final destination of the parcel and letter deliveries in the United Kingdom. Still, experiences increased rivalry from the access operators who gather and sort the mail rather than delivering them. The online fulfilment market has continued to portray strong growth in the sector, which ideally is eroding Royal Mail letter business and adding to its woes in the economy (The Department for BEIS, 2019). The online substitution market, as well as the intense competition from new entrants, have affected the workforce of Royal Mail as well as the stakeholders of the entity. On the legal aspect currently, Ofcom is the regulator of Royal Mail entity as an active universal service provider. The legal basis for the service is the Postal service Act of 2011. 
[bookmark: _Toc57123632][bookmark: _Toc58344895]Impact
Due to the challenges mentioned above, both the stakeholders and the workforce of Royal Mail have been impacted adversely. For instance, the entity trimmed its expectations for the adjusted group operating profit before the transformation's costs from five hundred and thirty million pounds in 2018 to five hundred million pounds in 2019, which is considerably more than a fifth lower as opposed to the earlier year because of missed productivity and cost-saving targets (Ofcom.org, 2019). The company's shares dropped by eleven per cent, making it to be the biggest loser on the FTSE 250 index. All this data indicates a decline in the net profit which is not a sign of healthy business environment for the stakeholders, on the other hand, the decline of entity's business also impacts the employees of Royal Mail. For instance, approximately fifty-five thousand staff have lost their job opportunities due to the cost cut planning after years of decreasing profits and failure to react swiftly to drop in letter capacities (Pender, 2016).  It is a significant and devastating blow to the entity's members since it is more of a classical instance of attempting to reposition its business activities to establish a viable long-run future while encountering immense pressure to make short-run cuts that only impede transition (Sowels, 2017). 
[bookmark: _Toc57123633][bookmark: _Toc58344896]SWOT analysis
The report adopted the SWOT assessment tool since it will allow the study to evaluate Royal Mail strengths, weaknesses, opportunities and threats. The internal focus of Royal Mail is notably captured through the strengths and weaknesses of the firm while the external focus is typically on the threats and opportunities. Royal Mail is faced with the issue of decline in the volume of the letters due to the increase of online substitution (Pooler, 2018). Still, Royal Mail needs to exploit its opportunities since it will naturally serve the room for progressive improvement in the prevalent business environment. Mitigating the challenge of the decline of the letter's capacity requires Royal Mail to keep up with the latest trends and optimise on the chances of technological developments to manage its sales, promote its utilities, engage with the consumers and collect the needed feedback. 
The weaknesses and the threats within Royal Mail business environment are the impeding elements that are making the entity to be unable to solve the central issue of declining volumes of letters (Radic, 2019). The weaknesses need to be addressed while countering the threats also. The main factors that are contributing to the significant challenge of the entity are within the threats section. In that case, Royal Mail is required to do better, particularly on what the competitors are doing that the entity is not keeping up with. Based on the SWOT analysis done on Royal Mail business environment, there is currently a considerable threat to the entity wellbeing as well as its universal service sustainability. The evidence indicates that the entity status quo is tenable, and it will not foster the share mission for the rapid changes within the postal sector (Duke, 2019).  For instance, there is a mixed reaction currently on the prospect of the end-to-end rivalry emerging in the future. The competitors with aspirations of developing and end to end utility are most likely to target the highly profitable delivery dimension bellow the universal utility of Royal Mail. Such threatens the universal postal utility of Royal Mail and may hinder it from mitigating the central problem of decline.  
[bookmark: _Toc57123634][bookmark: _Toc58344897]PESTLE analysis
According to Ofcom.org (2019), any transformations within the macro-environmental aspects could have a direct effect on Royal Mail business practices. PESTLE assessment offers a powerful understanding of the functional obstacles that Royal Mail faces in the current macro-environment setting other than the rivalry forces. The macro-environment of the Royal Mail entity is impacted by the political, social, technological, environmental and legal aspects. From the analysis within the political impact, Royal Mail is operating in diverse jurisdictions and is subjected to several political risks and environments.  Royal Mail has gone from being a public entity to a private one due to the transformations in the demand of the letter and parcel utility which meant that it had to bow to the political pressure (Goat, 2019). Also, Brexit has led to more uncertainty within the operations of Royal Mail due to the decline in direct mail spending by most entities of the United Kingdom where approximately ninety-one per cent of mails originate from these businesses.  From the PESTEL analysis, it is also clear that the UK government had the purpose of limiting spending on Royal Mails so that they could secure a sustainable future for the universal postal service.
The economic factors have helped Royal Mail to ascertain its aggregate demand and investments in the economy. The economic uncertainty of increased value-added taxes and increased costs of businesses have been stimulated by the Brexit issue still. Still, the decline has led to high unemployment rates since approximately fifty-five thousand staffs have been cut off from the entity's main business (Dunn, 2020). Based on the social factors that impact the Royal Mail, the organisations shared culture and beliefs play an essential role in how the workforce will grasp the consumers’ needs in a given market. Technology has disrupted the past business model of Royal Mail, and the impact is that the entity has not used a good chance of coping up with the changes fast enough (Rodrigues et al., 2017). When it comes to the environmental factors, Royal Mail is currently impacted by the carbon footprint issue due to the high amounts of fuel utilised in delivering mail to over twenty-eight million addresses (Radic, 2019). The legal factor is mostly aligned to the data and consumer protection as well as the health and safety enactments protecting the workforce. 
[bookmark: _Toc58242978]Identification of the Parts in the Macro Environment May Help/Hinder Them to Resolve
The Brexit under the political factor impedes Royal Mail from solving its main issue of the decline of volume of letters since the delivery costs will be impacted by the decision of UK to exit the internal European Union market in postal utilities (Ofcom.org, 2019). The parcels demand, for instance, is affected by the no-deal Brexit, which then means that tariffs are applied to exported goods from the European Union to the United Kingdom (Hearn, 2017). The political measure by the United Kingdom government to privatised Royal Mail is a strategic aspect that will be helpful in the long run since it will ensure that the entity remains to be the only and best in offering universal postal utility services. Under the economic aspect the Brexit issue ideally makes it hard for Royal Mail to resolve its challenge since it has led to increased customs duties, higher import Value-added Taxes on the goods bought by the United Kingdom users thus the transformations have led to slower delivery times and increased costs of business. According to Vaish (2017), the technological factor is the primary factor impacting Royal Mail resolution to its challenges due to the increased preference for digital communication as opposed to sending letters through the post. Still, the entity has failed to rapidly modernise its strategy to keep up with the digital changes. 
The environmental aspect of a carbon footprint allows the entity to keep up with the latest environmental regulations, which helps them in resolving its challenges (Royal Mail 2020). The entity has strived to uphold hub and spoke method as opposed to pointing to point technique which fosters them to carbon footprint while also minimising the costs of delivery. For Royal Mail to be efficient and ensure long-run profitability in the specific jurisdictions, then its needs to diversify its systematic risks of the political environment and assess the distinct factors of the legal and overall environment before engagement.  Royal Mail has been slapped by several lawsuits of lost mail and theft of the consumer's products.
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To sum up, the study has ascertained that the decline of the volume of the letters being collected, sorted and delivered is the leading cause of the decline of Royal Mail. However, the e-substitution has also presented itself as a significant threat to the entity's survival since users currently prefer the digitalised communication channels as opposed to sending a letter through the post. Also increased and intensified access competition has had a considerable impact on Royal Mail revenues and profitability due to the liberalisation of the postal markets that was initiated at the beginning of 2000s. The intense rivalry continues to place downward pressures on the prices of the parcel utilities. And this has made them obtain fair market share swiftly than foreseen. The Brexit concept has also intensified the decline challenge since the entity is experiencing a decrease in direct mail spending by most businesses in the UK. The challenges mentioned above have had significant impacts on the stakeholders and the workforce of the entity (Provan, 2019). for instance, the entity trimmed its expectations for the adjusted group operating profit before the transformation's costs which is considerably more than a fifth lower because of missed productivity and cost-saving targets. The data indicates a decline in the net profit which is not a sign of a healthy business environment for the stakeholders (Provan, 2019). on the other hand, the employees of Royal Mail are also impacted by the decline of the entity's business. For instance, approximately fifty-five thousand staff have lost their job opportunities due to the cost cut planning after years of decreasing profits and failure to react swiftly to drop in letter capacities. 
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Based on the main findings of the study, the following are the recommendations that will help in alleviating the challenges. One of the recommendations is that there should be a strategic alliance between the Royal Mail and one or more of the private stratum entities who are likely to generate sufficient cash to finance the modernisation need (The Department for BEIS, 2019). Also, the strategic partner's administration should have enough experience of taking the workforce and the unions with them on the challenging modernisation journey. New technological developments on the delivery routes and the equipment are required. finally, a new regulatory regime needs to come up to foster appropriate competition requirements.
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The purpose of the action plan is to help Royal Mail to remain the best universal postal utility entity and modernise its business by blending technology in the delivery and collection routes, acquire new digitalised equipment like the sorting machines and scanners. The action plan will entail the decisions to be implemented, the resources to be used, the key indicators, the targets and the data sources as measures of the progress of Royal Mail. Within the action plan, the review of the problem will also be captured through an assessment of questions to both the internal and external stakeholders of the entity.
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According to Ofcom. Org (2019), an efficient and ongoing monitoring aspect, will be to tract the relevant business metrics, also referred to as critical indicators. They are essential since they will display a measurable value and portray the progress of Royal Mail current business objectives. 
[bookmark: _Toc57123639][bookmark: _Toc58344902]Reviewed/ Evaluated
I will review and assess the options given to Royal Mail by asking specific questions to both the internal and external stakeholders to match the objectives of the action plan with the outcomes of the process. it will assist in re-evaluating the validity of the Royal Mail results.
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The action plan will be communicated to both the external and internal stakeholders through emails, scheduled meetings and a project summary report.
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	Strengths
	Weaknesses

	· a robust and rich heritage brand
· a diverse range of product offerings
· strong distribution network
· strong customer base
	
· 	lack of a business model to tackle the present dynamism of business
· performance appraisal not systematic

	Opportunities
	Threats

	· online commerce is the new trend to growth
· technological developments
	· liberalisation of the postal utilities
· intense competition form e-substitution entities
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	Element
	Factor
	Impact

	Political
	Brexit pressure/government pressure
	· More uncertainty within the operations 
· Security of a sustainable future for the universal postal service

	Economical
	Increased export value-added taxes/Brexit economic factors
	· Increase unemployment rates
· Increased costs of business

	Social
	Cultural diversity through shared beliefs
	Stable social structures within the organisation

	Technological
	Technological scaled effects and capacity
	An increased online substitution that has disrupted the typical Royal business model

	Environmental
	Environmental regulations
	Adoption of the carbon footprint to keep up with the regulations

	Legal
	Data and consumer protection
Safety and health of the workforce
	Lost and damaged reputations due to theft and untracked mail
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	Decision implemented: 
· Uphold the universal concept of affordability in the postal services while retaining the prevalent framework for postal regulation.
· Introduce new and more efficient delivery routes by utilising a blend of technologies.
· Get new equipment that is digitalised like the sorting machinery and hand-held scanner for effective and efficient delivery.



	Monitoring the decision:

	Resources:
· operational research 
· internal surveys



	Key Indicators:
· net operating profits
· sales growth
· earnings before interest, tax, depreciation and amortisation (EBITDA)
· working capital



	Targets:
· increase the operating profit margin by approximately 10% within the three tears after implementation of the modernisation services
· quality improvement on the delivery services



	Data Sources:
· financial statements like the income resources, balanced sheet and cash flows
· output reports and statistics  


	Reviewing the decision:

	The evaluation and review of the problem. questions asked
What goals have you met since the initial implementation of the decisions?
What accomplishments within the first quarter are you proud of?
What goals/ deliverables are you least proud of? Why? What will you do differently in the next quarter?










	Communicating the Decision:

	Internal Stakeholders
Internal stakeholders
Based on the information gathered from monitoring and evaluating the transformational decisions, the concepts will help Royal Mail employees to stay employed and earn the needed incentives. In contrast, private investors will make income form their investments. 









	External Stakeholders
External stakeholders
Royal Mail will be able to pay taxes to the government and adhere to the stipulated laws truthfully. The consumers will receive the quality services they require precisely aligned with convenience and affordability. the community will also enjoy due to the positive contribution of Royal Mail to the local societies
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