


[bookmark: _Toc59179344]EXECUTIVE SUMMARY

This report showed identified the main problem that cause the decline of Royal Mail – the decline in letter delivery. It was also showed what factors caused this problem, the most notable being the technological factor, represented by the digital communication, which impacted the social factor and made the customer change their behaviours and start using the faster ways to communicate. At the same time, a few opportunities were found for Royal Mail, the main one being the transformation of the company from a letter-led company into a parcel-led company, with the arguments that will increase the profit, the customer satisfaction and will help Royal Mail stop its decline. 
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[bookmark: _Toc59179345]INTRODUCTION
The following report was requested by the lecturer Laura James in September 2020 and it was made by Georgian Lamba, having the submission deadline on 11th of December 2020. The following report’s purpose if to analyze the decline of Royal Mail, identify the causes of a specific problem by using analytical tools like SWOT analysis and PESTLE analysis. After the causes of the problem will be identified, an action plan will be created with the purpose of solve the problem, by having realistic solutions. For this report, the research methods used were Royal Mail report, journals, and articles.
[bookmark: _Toc59179346]MAIN FINDINGS
Royal Mail was founded in 1516 and represents one of the oldest organizations, but it is also considered to be the most important postal services companies in the United Kingdom. Furthermore, Royal Mail has offices and deposits not only in the United Kingdom, but also in other 44 countries, six days per week, and it has a universal price (MarketLine, 2020).
The company has two main segments: UK Parcels, International and Letter, also known as UKPIL and General Logistics System, also known as GLS. UKPIL provides postal services, mostly letter, which represents the majority of the profit of Royal Mail group, almost 73%. On the other hand, GLS is mainly focused on the parcel delivery side, having parcels delivered in 41 countries from Europe, 7 states in the United States of America and a state in Canada. This is the part that has the lower profit to Royal Mail, only 27%.
As it can clearly be seen, the majority of the revenue that Royal Mail has is provided by the letter delivery services, with 73%, but, in the modern world, the letter delivers started to decrease immensely, causing losses in revenue. At the same time, the parcel delivery started to increase worldwide, which is a great opportunity for Royal Mail to expand, because the parcel delivery will grow, especially since the online shopping became a daily habit of consumers (The Guardian, 2020).
[bookmark: _Toc59179347]NATURE
The most important problem that Royal Mail has which causes its decline is the letter sending decrease. Starting a few years ago, Royal Mail predicted that the  letter delivery will decrease (The Telegraph, 2018). They were right, because as it can be seen each year, the deliveries started to decrease, causing loss of revenue. At the same time, even though Royal Mail predicted this change that will affect the company, not even a single measure was taken to secure its revenue and not suffer so much for this decline, which is not expected to ever recover, because the customers changed their behavior and attitude regarding the letters, preferring faster, more secure ways to communicate, and only using the letter delivery when necessary, for example, sending Christmas cards to their families or sending documents that must be original.
[bookmark: _Toc59179348]SCOPE
As it can clearly be seen, the decline of letter delivery was not Royal Mail’s fault. Since it is the digital era, people started to improve the way of communicating, creating faster ways to exchange the information. This led to the customers having to change their attitudes towards letters, because they have other favorable alternatives. The e-mail, the social media applications and fax became the most used channels of communication, while the traditional system, the letters, has seen a constant decline. Royal Mail is the most affected by this change, because it was slow to adapt to the new generation of people which prefer the modern ways of communication, as the company admitted in 2019. This change in the letter delivery affected the company’s income, which further affected its employees and its shareholders, since the company because private in 2013 (Hyett, 2020).
[bookmark: _Toc59179349]IMPACT
As trying to find solutions to its problem, Royal Mail did a few actions, but most of them were the reduction of staff and the closure of mail centers. Since the privatization, Royal Mail fired almost 12000 employees, following a massive 2000 employees to be fired in 2020, due to the pandemic. The Telegraph (2020) estimated that this staff cut will save Royal Mail approximately £130 million. This action impacted the remaining staff, which are now afraid of losing their job anytime, and they because unsatisfied at the workplace, since it is now a huge instability. At the same time, this impacted the quality of the services provided, and this can be seen in the customers’ complaints which are getting more serious and numerous with each year that pass (Statista, 2020). Moreover, the letter delivery decrease also impacted the revenue of the company, as Royal Mail also had to pay fines for poor services and delay of letter delivery (Royal Mail, 2020).
[bookmark: _Toc59179350]SWOT ANALYSIS
This micro analysis showed that Royal Mail is capable to overcome this letter decrease problem, as they have the strengths needed, as well as many opportunities to turn everything in the company’s favor. 
[bookmark: _Toc59179351]STRENGTHS
The company is proudly the most important delivery operator in the United Kingdom, a strength that can be used in company’s favor, because it represents the fact that even though the customers are starting to be more unhappy, they will still use the company’s services because it is more convenient. At the same time, the company offers a wide range of services, including pre-paid delivery, parcel, letter, and it is the only company that work with authorities such embassy, student finance and others, which make the customers use the company’s services because sometimes, they don’t have another choice. At the same time, Royal Mail has its own network of couriers, which offers more stability in the company and make all the services to be internally operated, which gives the company absolute control over the entire process. 
[bookmark: _Toc59179352]WEAKNESSES
The biggest weakness that Royal Mail has is the reduction of the staff, because this impacted all the aspects of the business, making it offer a poor customer service. This also had a negative impact inside the company, because the instability is a constant feeling between the employees, which led to a low level of satisfaction and productivity. Another important weakness is the letter delivery delays, because even though the letters are already less, Royal Mail has delays on these as well, which made the company having fines from Ofcom in 2020 because the targets were not achieved. The last important weakness of Royal Mail is the low level of automation, which, combined with the reduction of staff, result in delays, which affects the company’s productivity and, overall, its revenue. 
[bookmark: _Toc59179353]OPPORTUNITIES
There are two opportunities for Royal Mail to overcome the letter delivery decrease problem. The first one is the increasing of parcel deliveries. This is an opportunity because this represents the new need of Royal Mail customers. They are spending more time online and at home, and they prefer to use their time in many other ways, and not worry about buying from the stores too much. So, the parcel delivery will continue to increase, and Royal Mail can have a profit from this and try to be more parcel oriented than letter oriented. The other opportunity that Royal Mail has is represented by the shareholders which can invest in making the company a parcel-led company and to bring the automation at an acceptable level, which will increase the productivity. This will benefit the shareholders because they will see a huge increase in revenue. 
[bookmark: _Toc59179354]THREATS
The major threat of Royal Mail is the constant decline of letters, which already produces a huge damage within the company, by having many employees losing their jobs and by affecting the income of the company. Another threat is represented by the increasing level of customer dissatisfaction, which again, has effects over the income, because Royal Mail must pay lots of compensations and fines. The last threat is represented by the competitors, especially those who are delivering parcels and not letters, because people can choose to use other companies instead of Royal Mail, since the customers are not happy anymore with Royal Mail’s services.
[bookmark: _Toc59179355]PESTLE ANALYSIS
The macro analysis showed that many external factors led to the decline of letters delivery, but it also showed opportunities that can help Royal Mail recover from its decline. 
[bookmark: _Toc59179356]POLITICAL
The political factor which impacted Royal Mail the most was the privatization. This happened wrong from the beginning, because Royal Mail was underestimated, which led to a loss for almost £1 billion. This made the consumers unhappy and disappointed in the path that Royal Mail took, and this became the start point of increasing the customer complaints. 
[bookmark: _Toc59179357]ECONOMICAL
The economical factor with the positive impact over Royal Mail is the privatization, because the shareholders can invest in the future of the company and make it a parcel-led company, modernize it, and help to increase the customer satisfaction, the productivity, and the profit. On the other hand, the factor with a possible negative impact over Royal Mail is represented by BREXIT, because it can make the shareholders leave Royal Mail, which means that no one will be able to invest anymore in the company which will led to the complete decline of the company. 
[bookmark: _Toc59179358]SOCIAL
The social factor with the biggest impact is the online environment, which is also an opportunity, as well as a threat for Royal Mail. It is a threat because it led to the decline of letter sending, which furthermore led to the loss of revenue, because people changed their behavior and start using more the e-mail and the social media, making them having access over new information within seconds. On the other hand, it is an opportunity because the parcel delivery increased, due to the fact that people are spending more time online and there are lots of online retailers, and a delivery is only a few seconds apart. 
[bookmark: _Toc59179359]TECHNOLOGICAL
The technological factors that impacted Royal Mail are the digital communication and the upgrade of equipment. The digital communication led to a letter decrease, being connected with the social factors. This made the customers live in a faster way and having access to everything online anywhere. On the other hand, the upgrade of the equipment is a necessity for Royal Mail in order to keep up with their customers’ needs. It is an investment that the company delayed making, but it must be made sooner or later, or the decline will continue to exist. 
[bookmark: _Toc59179360]LEGAL
The legal factor which impacted Royal Mail is the GDPR, because it made the customer pay more attention to its privacy and be more preoccupied with their details, which made the letters decrease as well. 
[bookmark: _Toc59179361]ENVIRONMENTAL
The environmental factor which impacted Royal Mail the most is the climate change, which made people more aware of the pollution and the waste that exists. This also contributed to the decrease of letter sending, because people consider that the online communication will prevent waste and will have a positive impact over the planet. 
[bookmark: _Toc59179362]CONCLUSION
In conclusion, Royal Mail is facing a serious problem which affects the company constantly – the decline of letter delivery. This happened mostly due to the technological advance, which made the customers change their behavior and start using more faster ways to communicate. At the same time, Royal Mail saw a huge increase in the parcel delivery, which happened from the same reasons. 
Right now, even though Royal Mail is in decline due to the decrease of letter delivery, it also has an opportunity to overcome this obstacle and meet again the customers’ needs. This opportunity is to make the company a parcel-led company, instead of a letter-led company. 
[bookmark: _Toc59179363]RECOMMENDATION
For Royal Mail to survive this decline, it is necessary that the company become a parcel-led company and use the money from the shareholders to invest back in the company, by modernizing it and make it more suitable to the parcel delivery. 
[bookmark: _Toc59179364]ACTION PLAN
The decision is to transform Royal Mail into a parcel-led company, to overcome the decline in letter delivery and to keep up with the customer needs.
[bookmark: _Toc59179365]MONITOR
The resources needed for this transformation are the shareholders and the staff. The shareholders are important here because they will come with the investments to make the change happen, while the staff is important to help implementing the decision.
The key indicators for the success of the action plan are the increased productivity, the decreased customer complaints, no more fines from Ofcom and the increased profit.
The targets for this action plan are: 
1.	Modernize the entire Royal Mail in the next 4 years
2.	Get 73% revenue from parcels in the next two years
3.	Decrease the customer complaints by 30% in the next two years.
The data sources for this action plan will be the annual reports that will monitor the progress and  mass media, which will show the customers’ opinion.
[bookmark: _Toc59179366]REVIEW
The questions that will be asked to review this action plan are:
1. The entire Royal Mail is modernised?
2. The majority of the revenue is based on parcel delivery?
3. Did the customer satisfaction increase?

[bookmark: _Toc59179367]COMMUNICATE
This decision will be communicated internally to the staff and externally to the shareholders, customers, and mass media. 
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