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[bookmark: _Toc59136168]Executive Summary



1. [bookmark: _Toc59136169][bookmark: _Hlk59027735][bookmark: _Hlk59136248]Introduction
Royal Mail Group Plc. (RMG) is a British multinational cooperation that was originally founded in 1516 as a part of the English government and is now a postal service and courier company (Hemmeon, 1912; Campbell-Smith, 2011). The group is comprised of Royal Mail (letters and packets) and Parcelforce Worldwide (parcel courier). General Logistics Systems (GLS) is a wholly owned subsidiary of Royal Mail Group and is an international logistics company. Further information on the company may be found in Appendix 1. 
Royal Mail Group is split into 3 Strategic Business Units (SBU). Royal Mail and Parcelforce operate exclusively within the United Kingdom, with GLS operating on a multi-national, multi-continent platform. The resulting complex business, regulatory and market environments for GLS therefore present too large a scope for strategic analysis within this report; it will therefore limit its analysis to the UK operating arms of Royal Mail Group only. References from this point on to Royal Mail refer to Royal Mail (Letters and Parcels) and Parcelforce (unless explicitly stated) and not Royal Mail Group unless explicitly stated. 
2. [bookmark: _Toc59136170]Overview of Royal Mail & Parcelforce’s business situation
Royal Mail and Parcelforce is responsible for the collection and delivery of the mail within the UK, handling and delivering in 2019-20 approximately 13 billion letters and 1.6 billion parcels to 27 million addresses. 
Royal Mail for 2019-20 reported revenue of £7,720 million, showing an increase of 1.6% on 2018-19, and operating profit of £117 million, down 41.2%. Operational cost increases of 2.8% is largely responsible for profit decline due to a £207 million increase year on year (YoY) (Royal Mail Group, 2020b). 
Royal Mail has begun a strategic plan announced in May 2019 to build a parcels led, more balanced, diversified and international business; moving forward away from a historical reliance on letter delivery (Royal Mail Group, 2019). Posted letter volumes have been dropping steadily (8% for 2019-20) with the trend accelerating over the last 5 years, leading to a substantial impact on operating profit (Figure 1) (Royal Mail Group, 2020a).  
[image: ]Figure 1.
(Royal Mail Group, 2020b) 
Parcel volumes have increased 2% YoY, this is lower than projected due to a combination of industrial action threat in Q3; and COVID-19 in Q4 affecting international import volumes. These challenges were offset by targeting pricing allowing parcel revenue to rise by 4.6%.  
The COVID-19 pandemic began affecting the UK during Q4, this has highlighted the challenges the business has been facing, and the need to accelerate the pace of operational change within Royal Mail (Chowdhury, 2020; De Smet et al., 2020; Royal Mail Group, 2020a). Q4 trends have continued in the first 2 months of 2020-21 as demonstrated in Figure 2. In line with COVID-19 induced retail environment changes, there has been a substantial shift from Business to Business (B2B) to Business to Customer (B2C) shipping (Azoth Analytics, 2020). UK account shipping has increased by 65%, with tracked shipment products up 76% however, this has led to an increase in operational expense by £80 million. This has been driven by COVID-19 related costs, specifically overtime and agency resource costs due to volume growth, increased absence, social distancing measures reducing productivity, and protective equipment costs (Royal Mail Group, 2020a; Royal Mail Plc, 2020). 
[image: ]Figure 2.
(Royal Mail Group, 2020b)
A result of the changing business environment has led to a need for structural and strategic change in order to adapt, innovate and retain a position as a market leader. COVID-19 has been an accelerator to corporate change needs – in order to respond to challenges reassessment of growth opportunities, business reconfiguration and an agile approach must be taken to meet customers and business needs (Deloitte, 2020; Jacobides and Reeves, 2020). 
3. [bookmark: _Toc59136171]Strategic Analysis of Royal Mail Group (UK Divisions)

The definition of strategy has been debated by various academics for several years; for the purposes of this report, we will work with two definitions: 
1) Strategy is the long term direction of an organisation (Watkins, 2007); 
2) Strategy always begins with a chosen purpose, the idea of human activity directed towards a chosen end (Spender, 2014).
Strategy management has two main elements, corporate level and business level strategy; they combine to provide both the purpose of the organisation and which strategies should be used to achieve this purpose. Corporate level strategy dictates the business that an organisation should be/is in, its basic future directions, leadership style and company culture; and finally, what the businesses attitude to strategic change is. At a business level, strategic management relates to generating value for the company from its resources and competing for customers (Lynch, 2018). 
Strategic planning in a business context began with the advent of large multinational corporations in the middle of the 19th century. Strategic management in it’s more modern guise came about as a result of Learned et al., (1965) and Ansoff, (1965); out of this tools were developed still utilised today such as the SWOT analysis (Strengths, Weaknesses, Opportunities and Threats). 
Mintzberg et al., (1998) discussed 10 different schools of strategy creation. The schools focus and elevate different aspects of strategy, while some lay down what strategists should be doing, and other what happens during strategy formation. 
Royal Mail has been implementing its ‘Turn around and grow’ strategic plan since May 2019, this transformation plan is key to Royal Mail’s survival and future growth. The core element of this plan is the move from a UK focused letters business that delivers parcels; to an international parcels business that delivers letters in the UK (Royal Mail Group, 2020a). Royal Mail has been working with workers unions – The Communication Workers Union (CWU) and the Communications Managers Association (CMA); on how to accelerate the pace of these business changes (Pooler, 2020; Royal Mail Group, 2020a). Implementation and success of this strategy is key in order to stop the decline of Royal Mail’s parcel market share that has been seen with the rise of competition (Figure 3). Increase in competition has led to the reduction of Royal Mail’s market position, and effective stakeholder engagement in strategic planning is required in order to stop this decline (Gnjidić, 2018).
[image: Royal Mail has struggled against increased competition]Figure 3.
(Pooler, 2020)
Corporate strategy within Royal Mail Group must be carefully designed and implemented to ensure that as Royal Mail moves looks to increase it’s parcel delivery business competition between it’s other Strategic Business Units does not increase. Clear corporate level strategy combined with clear communication to ensure that all units are working towards a common goal (Golden, 1992; Adamides, 2015; Awasthi and Hussain, 2019). 
A number of strategic analyses can be conducted as part of the strategic management process, an example pathway and overlaps is demonstrated in Figure 4. While a business many do not need to utilise all of these, it is beneficial to carefully select analyses to ensure core steps are not missed. 
To provide a thorough analysis of Royal Mail we will use several tools to analysis the external and internal environments before evaluating options for improving the customer care during the pandemic. 
[image: ]Figure 4.
(Jeffs, 2008)
3.1. [bookmark: _Toc59136172]External Environment Analysis
The analysis of the macro-environment in which Royal Mail and Parcelforce are operating is essential to: avoid major surprises where possible, rapidly identify opportunities and threats, improving planning and response times and to view the organisation in appropriate perspective (Allen, 2001).
3.1.1. [bookmark: _Toc59136173] PESTEL – Analysis of the macro environment
Few organisations operate with no competition, and none operate without the influence of external forces with the potential to affect the business. Influences can come from a range of sources and are the key drivers of change within the industry environment – leading to change within the organisations competing within. Environments with high complexity or experiencing uncertain and dynamic conditions are those in which change is most likely occur (Jeffs, 2008). 
Political
Political factors play a major part in Royal Mail’s operation as a former publicly owned enterprise. High political stability with the UK provides a stable operating environment, with the RMG being headquartered within the UK. Domestic politics have the potential to impact RMG, with the Labour Party manifesto stating plans to renationalise Royal Mail (Institute for Fiscal Studies, 2019; The Labour Party, 2019). Multi-national operations through GLS leads to a higher risk profile due to differing political situations, tensions, and changes. A key example of this is the BREXIT process with the European Union across which GLS operates; however the company is well prepared to minimise cross-border issues (Hearn, 2017; Royal Mail Group, 2020a). Trade unions pose a risk to Royal Mail – while they cross the boundaries between internal and external forces, as organisations with a leadership and strategy base outside the company they need to be included in this analysis. The CWU have ongoing strike action against the company which has been postponed due to COVID-19 (Staff, 2020). 
Economic
Royal Mail has the largest share of the UK parcel and post market, however, is in the process of large scale strategic and operational changes with a high-cost outlay. With a declining revenue share from letters being exaggerated with COVID-19 this change becomes more time critical. A 70% drop in operating profit over 5 years demonstrates the impact that continuing decline within historic markets has had (Royal Mail Group, 2020a). 
Significant cost savings of £300 million are required by the Board of Directors across FY20-21 and FY21-22. Royal Mail has a debt to total capital ratio of 30.28% however, the turnaround strategy is utilising this to fund transformation costs to increase the companies parcel business share and profitability (Bottaro, 2020; BBC News, 2020b). 
Social 
The COVID-19 pandemic has had a profound effect on the social environment. At the height of the lockdown measures, 9 out of 10 people (94%) of adults did not leave their home residence within a 7 day period. While lockdown restrictions have eased in the UK there are still COVID-19 preventative tiers, localised lockdowns and national lockdowns (Office for National Statistics, 2020). 88% of customers responded to surveys saying that if a retailer offered online services they would avail of this (Checkout, 2020). This trend towards online shopping has been seen globally with online shopping in the USA increasing 32%; showing that stores need to integrate with shipping companies/technology to deliver on this increased demand (JP Morgan, 2020; Industry Leaders Magazine, 2020). 
Technological
Royal Mail has been embarking on a £1.8 Billion transformation project related to modernisation and specialisation in parcel handling (Royal Mail Group, 2019). In order to facilitate this 3 automated parcel sorting hubs will be (IPC, 2019). This will mechanise what was a manual sorting, handling and preparation process for parcel transmission within the company’s network – essential to lower staffing operational costs and ensuring profitability (Royal Mail Group, 2020b). Next day parcel delivery is seen as a key area for growth, along with tracked parcel delivery as more people want to be able to follow a deliveries progress, have delivery preference options and a predicted delivery time window (Royal Mail Group, 2020a). 
Environmental
As Royal Mail and Parcelforce are a global mail carrier there are several environmental impacts raised as part of the daily operations as post is moved by plane, train and road vehicles. Where possible Royal Mail takes measures to reduce its carbon footprint including: sharing planes with other logistics companies, increasing the load capacity of lorries, having postmen share vans for similar route locations, utilising eco-vans, electric vehicles and cycle powered trikes (Royal Mail piling post high to reduce environmental impact, 2007; BBC News, 2019; Zhang and Zhang, 2013; Braddick, 2020). 
Weather and climate effects delivery availability for Royal Mail based on the location affected and the severity. This can cause delays in the parcel handling and transportation time leading to an impact on customer satisfaction. Where possible these effects are mitigated but more frequent extreme weather due to climate change will continue to affect delivery processes (Bouwer, 2013; OFCOM, 2019). 
Legal
Royal Mail must comply with all normal UK laws governing businesses, providing employee and consumer protections and intellectual property laws for any technology/processes being utilised. Royal Mail must additionally comply with specific laws relating to the delivery of mail within the UK. The company is monitored and must comply with The Office of Communication (OFCOM) regulations, as well as legal precedents set down under the Postal Services Act, (2011). One of the core components within this is the Universal Service Order (USO) which sets out a pricing structure and minimum number of delivery days which the company must comply with. 
3.1.2. [bookmark: _Toc59136174]Porters 5 Forces – Analysis of the Industry
Porter’s Five Forces analysis first introduced in 1979 continues to shape business strategy analysis today (Porter, 1979). A five forces analysis helps businesses to assess an industries attractiveness, trends and how to compete best within it to achieve success. The analysis is not static and requires updating over time to reflect the dynamic nature of the industry, this allows a business to anticipate and exploit industry change (Jeffs, 2008; Lynch, 2018).   
Threat of New Entrants
New company entry into the courier and parcel market brings innovation and new processes, particularly in technology development. New entrants place pressure on Royal Mail by providing lower prices mainly through self-employed ‘owner drivers’ and no requirement to provide the universal service obligation. This allows other postal and parcel companies to select and develop products and services only in profitable areas (Competition in the postal services sector and the Universal Service Obligation, 2015). The cost of entry into the sector is high due to both the capital costs in developing a mail/parcel sorting and logistics network. Market entry threats come mainly in the form of large e-commerce businesses developing their own logistical networks. This has been the case with Amazon in the UK with Amazon Logistics (Field, 2019). Customers are not brand loyal, some e-commerce stores allow their customers a range of delivery services and products to suits their needs and lifestyles. Many stores have a single courier who delivers all products, this is sourced by the store/company and price competition is aggressive (Royal Mail, 2018). 
Threat of rivalry between existing competitors
Competition within both mail and parcel delivery sectors is strong. Since privatisation and the opening of the letters mail market, competitors are not restricted by the USO meaning profitable postal areas can be ‘cherry picked’ while Royal Mail must support loss making delivery sectors (Milner, 2005; BBC News, 2014). Royal Mail must provide fair access for its competition into its last mile delivery network for areas in which they do not operate; this is price regulated by OFCOM meaning that Royal Mail is not able to offset competition losses through access price increases (Davies, 2019). Royal Mail lost it’s 2nd largest customer for parcel and packet deliveries – Amazon UK when Amazon Logistics opened a UK service, this has increased competition further (Field, 2019). Customers are tied in with a 12-month contract for delivery provision with high penalties for early termination, however many business contracts are subject to Service Level Agreements (SLA) and can be terminated if delivery targets are missed. 
Bargaining power of Suppliers
Supplier power does not readily affect a delivery company such as Royal Mail. 
Threat of Substitution
There is a high threat of substitution for many Royal Mail’s products ranges. The rise of digital era means that postal communication via letter faces increasing substitution by a range of free alternative communication methods including email, instant messaging, and social media. This has been demonstrated by the annual decline in posted letter volume(Dunn, 2020). Royal Mail’s Parcel and Packet products are similar to competitors offerings, with most courier companies offering 24 hour, AM, and 2-3 day delivery product ranges (Royal Mail, 2018). Royal Mail is affected at both ends of it’s product range; at the premium shipping level, competitor products often offer higher value proposition with enhances tracking and delivery options (e.g. safe place delivery, bookable delivery windows, etc) and at the economy level competitors products are frequently cheaper. Parcelforce products were the only Royal Mail UK products that collection could be booked. Competitors however provided a collection service from any address, this competition competitive advantage led to Royal Mail beginning paid for collections in October 2020 (BBC News, 2020a).   
Bargaining power of customers
Couriers are unique in having perceived ‘customers’ at both ends of the delivery chain. The drivers behind customers in most industries are frequently the same; they want the best offering available while paying the minimum price possible, this places pressure on Royal Mail’s profit margin across the product range. Customers know competition within the sector is strong, and therefore in threatening to move courier company they have power to negotiate favourable terms. If customers were to move company, the bargaining power of the remaining customer base increases; with an increase in the remaining customers desire to discounted rates (Cox et al., 2001). 
Summary
The external analyses of Royal Mail demonstrates the competitive and changing nature of the industry and marketplace that the company operates within. Rapid technological change, consumer preference changes and e-commerce expansion have had both positive and negative effects on the companies operating environment. Core changes to the competitive market brought about through Postal Services Act 2000, (2000) allowed private companies the ability to have postal service licences. The privatisation of the company in 2013 focused the business on profit generation as a non-state subsidised enterprise; the company has been focused on changing the core strategy in light of market changes, but the COVID-19 pandemic has increased the rate of letter postage decline and made rapid implementation of the ‘Turn around and grow’ strategy essential (Royal Mail Group, 2020a). 
3.2. [bookmark: _Toc59136175]Customer Interface and Organisational Growth
Large corporations often cross multiple industries, Royal Mail and Parcelforce operate within a single industry, but over a range of market segments. Both SBU’s have defined product ranges, however the distinctions between these frequently blur depending on the customers’ requirements. To determine and define areas for organisational growth, identification of products and markets which are available for expansion allows for identification of growth areas. Corporate strategies for growth applicable for Royal Mail and Parcelforce are concentration within markets or products, and diversification into new markets with new products (Jeffs, 2008). 
3.2.1. [bookmark: _Toc59136176]Ansoff Matrix – Product/Market Expansion
The Ansoff Matrix first proposed by Ansoff, (1957) seeks to help determine growth strategies for an organisation. Each quadrant of the matrix Figure 5 shows a strategy for organisational growth, movement from ‘existing’ to ‘new’ increases the risk of the strategy (Meldrum and McDonald, 1995; Loredana, 2017). 
[image: Our quick-fix growth hack using Ansoff's Matrix | RBS Data Inc]Figure 5.
(RBS Data Inc, 2019)
The quadrants strategies are summarised as:
Market Penetration – Low Risk. Increasing sales through selling more of current services to new customers within the existing market. This can be done by analysing current customer base and selling to similar organisations, cross-selling or increasing promotion. 
Market Development – Medium risk. Selling existing services to new markets/customers. This can be done by promotion through targeting segmentation and positioning. 
Product Development – Medium/High risk. Creation of new services to replace or enhance current ones by anticipating customer needs and innovating to generate increase value. This strategy seeks to use existing capabilities to offer new services to existing clients increasing the company’s growth. 
Diversification – High/Very High risk. Creation of new services for new markets, often moving the brand and organisation in a new direction (Jeffs, 2008).
[image: ]Ansoff Matrix analysis for Royal Mail and Parcelforce:

While market penetration strategies allow for an income increase with relatively little expense, price competitiveness would limit this. Market development specifically as a premium carrier with excellent customer service position would provide a relatively unique USP within the industry. Product Development strategies for a more modern, e-commerce society will be needed to maintain current market share and grow potentially new services. Royal Mail’s unique and expansive logistics network and ‘known face’ last mile delivery provides a range of related diversification strategies to maximise the resource opportunity (Park and Jang, 2013). 
3.3. [bookmark: _Toc59136177]Internal Environment Analysis
3.3.1. [bookmark: _Toc59136178]SWOT Matrix
Before any new strategies can be recommended a full view of Royal Mail and Parcelforce’s current position is required. In order to ascertain the current strategic status a SWOT analysis has been performed and will provide the platform for strategy development.
	Strengths
	Weaknesses

	· Broad service offering
· Strong financial position
· Strong market position
· Good PR position

	· Weak liquidity position
· Outdated technology
· Parcel business infrastructure
· IT systems


	Opportunities
	Threats

	· Global logistics increasing
· Strategic initiatives and plan
· Strong forecast for e-commerce sector
	· Declining letter volumes
· Intense competition in sector
· Political uncertainty – BREXIT
· Workers strike action – CWU ballot



Strengths
Royal Mail has a strong presence in both the B2B and B2C sectors, with an increasing market presence in the latter segment. With market share growth in the wider Royal Mail Group through GLS, and new acquisitions in the USA this position is only increasing in strength while lowering operational costs for the growing international shipment market. While letter volumes have declined in the UK, Royal Mail handles 99% of volume, and retains its position as the market leader in parcels and packets. This strong position delivers sustainable business growth with the increase of e-commerce and generates core competitive advantage for the company. 
Weaknesses
Royal Mail operates with a weak cash liquidity position, this limit’s the company in accessing opportunities within the market, particularly related to modernisation and technological development. The company has been focusing on technological advancement and efficiency over the past 5 years the pace of modernisation has been slow, limiting the pace of operational cost lowering. Royal Mail in 2019-20 opened 3 new parcel sorting hubs to automate parcel sorting – a process that has been in place with other couriers for decades. IT systems within the group are being modernised, however parcel delivery tracking is available only on particular services, and delivery options and optimised delivery schedules development are behind the company’s competition. 
Opportunities
Royal Mail is positioned to capitalise on the growth of the e-commerce market which has been driving volume increases across all parcel carriers. This market is expected to grow 15% CAGR, this is key to Royal Mail’s growth strategy across its divisions (Royal Mail Group, 2019; Butcher, 2020; Datamonitor Plc, 2020). The strategic plan and modernisation drive is well developed and being supported with legal initiatives such as the USO review in order to provide the cost savings needed for development and growth; COVID-19 has provided the opportunity to capitalise upon this (OECD, 2020). Strategic expansion of the GLS brand from Europe into North America, with acquisitions in Eastern Canada, and the North West of the USA is proving effective (Royal Mail Group, 2020b). 
Threats
Since the opening of the mail and parcel market with the Postal Services Act 2000, (2000) all of Royal Mail Group’s divisions operate in highly competitive environments, on a local, regional and international level. As the USO provider the company is required by law to delivery competitors mail and a competitive rate. With the expansion of the e-commerce market the logistics market has led to a consolidation of smaller carriers into European rivals who are able to undercut pricing due to not having to fulfil the USO. Posted letter volume decline has accelerated throughout the COVID-19 pandemic placing significant pressure on the company’s revenues. This trend is expected to continue, however the accelerated pace put the company’s transformation plans under pressure (Royal Mail Group, 2019, 2020b). Political uncertainty surrounding BREXIT and customs agreements is a significant threat as it EU parcels require customs processing the volume needing this process will increase by 300% (Hearn, 2017). Workers union ballots held successively by the CWU over 2019/2020 put the company at risk of industrial action – this threat and perceived instability has substantial impacts on customer confidence (Asgari, 2020). 
3.4. [bookmark: _Toc59136179]Customer Care at Royal Mail 
Delivery companies are relatively unique in having two perceived customers at one point. Legally the customer is the sender of the parcel i.e. the person/company who has paid for the transaction. Companies using Royal Mail for deliveries for Business to Customer deliveries often charge postage to their customer directly, this creates a situation where Royal Mail’s customer is the company selling the product, but the receiver of the parcel perceives themselves as Royal Mail’s customer. 
Royal Mail Letters and Parcels and Parcelforce have differing policies regarding customer service processes, however as Royal Mail increases is parcel delivery operations these are becoming more closely aligned. 
Both SBUs offer hourly updated websites which highlight national and regional area issues that may affect daily or longer delivery times. Websites have been updated with COVID pandemic alerts, informational pages and information on the steps the SBU is taking to reduce risks to both customers and their delivery staff. 
Royal Mail Letters and Packets offers customers access to view popular help topics online, with simple topical question flow and answer provision. Royal Mail can be contacted via phone using a local rate charged number during business hours, this brings you to an automated Artificial Intelligence (AI) powered helpline. Customers answer questions to be routed to the relevant information, if there is a query that cannot be addressed by the automated system this will be handed to a human advisor. The AI system is designed to intercept and provide answers to queries without the call having to be passed to a human advisor. If the system believes it has provided an answer, it will without confirming with the customer terminate the call.  These systems allow companies to reduce human call centre requirements, for customers with an issue, they cause frustration and anger at not being able to speak with someone easily to resolve the issue. Parcel tracking in Royal Mail is at a basic level, with customers able to check online for shipment progress, however for all services this is limited to being notified of the parcel’s arrival at distribution warehouses and when it departs for delivery. The next alert a customer will get is if the driver is at their door and that the driver has been able/not able to deliver the item. No time window or ETA is provided, for most services APPENDIX items which are not on a signed for service can be delivered through the customers letterbox, left with a neighbour, left in a safe place or taken back to the delivery depot for collection. Services requiring a signature are only able to be delivered to the house, a neighbour or returned to the depot. 
Parcelforce’s delivery services are designed around a courier model, these provide detailed tracking and delivery options; with the driver being in constant contact with the customer and depot through the company’s IT systems. 
Parcelforce’s website provides similar help and contact information as Royal Mail but has a more comprehensive portal for tracking and specifying delivery options. Deliveries are tracked throughout the delivery process, with 1 hour time windows provided for delivery, and the ability to track the driver’s location on his route. Most Parcelforce services require signature on delivery. The sender of the item specifies any restrictions, and some allow parcels to be left in a safe location or with a neighbour. These signature requirements provide higher security, but with many competitors having a ‘safe place’ option causes complaints when a person is not in to receive the item. Parcelforce has the largest pickup point network in the UK utilising local post offices, customers can designate items are left into these for them to collect outside of work hours. Service performance is extremely high with 99.8% of Express 48 items and 97.7% of Express 24 items delivered within the service window (Parcelforce, 2019).  
Parcelforce is the only UK courier company to offer an entirely UK based phone customer support. Queries are routed to local area depots to resolve the queries with as much local knowledge as possible. Research has shown 55% of customer prefer to speak to a human customer advisor, but a well formatted  AI system can make a difference if queries are resolved quickly (Hyken, 2019). Parcelforce operates an internal customer query system to receive answers from other depots and locations, log complaints and progress, or to act as a customer service informational database. This system attempts to work in a similar manner to sales CRM systems and provide a one-point access position for customer advisor information (Parcelforce, 2018). 
Both Royal Mail and Parcelforce have developed social media customer service access, however due to operational processes not being well defined cross-platform information sharing is not optimised to alert phone-based advisors and vice-versa on queries already in progress. 
Royal Mail and Parcelforce regularly preform highly in annual public satisfaction results in 2019 scoring 84%. Full results of this may be seen in APPENDIX, DPD and Amazon have invested heavily in tracking and monitoring systems to allow extremely accurate predictions and live updates. These automatically update the customer with communications leading to high scores in both delivery times and communication. The majority of Royal Mail’s parcels are non-signature required and regular postmen’s knowledge of customers preferences allows satisfaction scores to be high in the ‘where the parcel was left’ metric; for signed for and Parcelforce items which cannot be left, the large network of Post Office collection points and local depots leads to a higher than expected performance (Apex Insight, 2020; Downes, 2020; The Insurance Factory, 2020). 
Royal Mail and Parcelforce are concentrating on developing their UK managed customer service and tracking systems in order to differentiate their product offering and higher pricing through excellent customer service (Tudorache, 2013; Royal Mail Group, 2020b).
4. [bookmark: _Toc59136180]Recommendations
The COVID-19 pandemic has forever changed the retail, accelerating the trend towards e-commerce; and the needs therefore for retail delivery networks in the form of parcel delivery (COVID-19 and E-commerce - Findings from a survey of online customers in 9 countries, 2020). 
This pandemic and the pressures associated with it come at a time of change for Royal Mail Group but presents the opportunity to capitalise on the demands it presents. The divisions of the company had already identified that in personalising and providing empathic customer care, making exceptional customer care the key component for differentiation for their products can support higher pricing and provide competitive advantage (Cook, 2008; Gopalani and Shick, 2011; Tudorache, 2013; Gibbons, 2018; Royal Mail Group, 2020b). 
A move to omnichannel customer service integration will allow customers to interact with information and delivery options in a way that currently they cannot. Consumers are wanting information and a personalised experience in their service process, courier companies with more advanced customer facing systems, delivery options and omnichannel communication methods are showing increased customer retention and trust in the service provision. In giving options, alerting customers to issues, and providing options before the customer needs to make contact will reduce the amount of service interactions, particularly requiring human intervention (Figure 6) (Sun et al., 2016; Amar et al., 2020). The core systems to provide this already exist within the company, further integration of existing systems and training with various customer service departments and public facing information channels would allow this to be implemented at a relatively low capital cost. 
Figure 6.
[image: ]
(Ward, 2018)
The COVID-19 virus can be transmitted by both airborne and contact transmission methods, this necessitates changes needed to the customer delivery experience in order to ensure high levels of customer care are ensured (World Health Organisation, 2020). Providing an enhanced experience for both the shipper and the receiver of the item with more individualised shipping options, delivery choices, and enhanced tracking facilities improves the delivery outcome for all parcel players and for Royal Mail as the delivery company (Figure 7).
[image: ]Figure 7.
(Schaar et al., 2020)
To accommodate this, further tracking scans should be put into place for items which may have been delayed within the logistics network or are not leaving the depot on that day for delivery. This will reduce direct queries for answers which can be available through self service options. 
The increase of e-commerce traffic since March 2020, depots throughout the UK have been seeing 80-100% increases from the normal quantity of items throughout the network. This will require an increase of staff to accommodate the extra delivery capacity needed and to replace workers who have had to shield or have been infected with the virus themselves (Wall, 2020). 
Recommendations for changes and priority to improve customer service strategy can be found below:


	Action
	Cost Impact
	Priority

	Website Updates – Ensure up-to-date information relating to COVID impacts.
	Very Low
	V. High

	Increase tracking updates in depots – Ensure all parcels not going out for delivery receive holding scans.
	Medium
	High

	Delivery Options – Contact contracted customers to implement flexible delivery options on more shipments. i.e. Safe place.
	Low/Medium
	Medium/High

	Increase temporary staff – Contact partner agencies to increase handling and delivery staff to handle increase in shipments, this will lower complaints, delays and issues.
	High
	High

	Implement staff precautions to minimise sickness – Implement social distancing practises where possible, temperature checks on entry to site, deep cleaning of facility and sanitiser stations. 
	Low
	V. High

	Implement modified delivery options – Approve non-contact delivery options on doorstep to maintain social distancing with public. 
	Low
	High

	Implement AI phone system – Move away from ‘phone tree’ options and into vocal recognition interactive systems.
	High
	Low

	Link omnichannel customer services – Improve cross-communication channels information databases to improve response times and service quality
	Medium-High
	Medium/High

	Regulatory changes to USO – Reduction in the Quality-of-Service standards outlined by OFCOM to account for the increase in mail volume in a reduced staff scenario. 
	Medium
	High



5. [bookmark: _Toc59136181]Conclusion
Royal Mail and Parcelforce have been going through a period of major strategic change over the past 10 years and is currently implementing the ‘turn around and grow’ plan to ensure its future sustainability. COVID-19 has accelerated the requirements for process to be successfully implemented, as letter volumes continue to decline. Care must be taken however to ensure that SBU’s do not compete with each other, but that products have distinct boundaries in order to compete with the competitive macro/micro environment (Junior, 2018).  
With the high risk of substitution, buyer power and strong competition within the market Royal Mail must ensure that it can develop a competitive advantage and maintain its strong market leading position. In developing new products and investigating new markets Royal Mail has an opportunity to differentiate itself providing market leading customer service. Royal Mail has an opportunity throughout the pandemic for more radical diversification, providing essential community service deliveries such as pharmacy items.  
Royal Mail has a core strength in its customer service provision; the local postman for decades been a stable and important part of local life and a contact point for many people. Royal Mail historically has high performance and customer satisfaction scores, with UK based customer care. In a market with new entrants providing cheaper prices and targeting profitable delivery areas, Royal Mail has the opportunity to differentiate itself and create competitive advantage through a market leading customer service provision strategy.
The rise of e-commerce through the pandemic has expanded the customer market, and led to delivery recipients who previously we would not be engaging with. With the increase in shipments adding pressure throughout a company also affected by the pandemic, improving the customer service provision is essential. With the rise of shipments throughout the pandemic period, excellent customer service provision will likely lead to continuation of new business and high volumes from established customers. 
Many of the recommendations made can be pursued with a low to medium cost impact, and many of the low-cost actions providing a high impact. More intensive actions such as omnichannel customer service integration may have a higher cost impact in the short term, these will bring enduring improvements to the customer service provision moving forward past the pandemic.  
Royal Mail has begun a journey of exceptional customer service provision as a differentiation, and the pandemic response strategy must increase the rate of strategy implementation to capitalise on the opportunity presented through COVID-19.
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7. [bookmark: _Toc59136183]Appendices
[bookmark: _Toc59136184]Appendix 1 – History of Royal Mail.

Royal Mail throughout its history has been concerned with the business of communications in a variety of forms. Beginning with the as a postal service for England, before becoming a unified postal service for England, Wales, Scotland, and later Ireland. Royal Mail has had a history of embracing technology to improve letter and parcel delivery times, from motorised transportation and wireless telegrams, through to Airmail. In 1981, the British Telecommunications Act separated the General Post Office into two separate organisations: Postal and Telecoms, moving the national telephone service into the newly formed British Telecoms (British Telecommunications Act, 1981). The Post Office was again split in 1986 into Royal Mail Letters, Post Office Counters and Parcels (which formed the basis of and was later rebranded as Parcelforce). GLS was originally founded as German Parcel and rebranded on Royal Mail Groups acquisition in 1999, this gave Royal Mail a wholly owned partner in Europe and aggressively expanded into 42 European countries and 8 states in the USA. 
Royal Mail increased its digital footprint aggressively throughout the 21st Century with online postage purchasing, online tracking and delivery options (Royal Mail, 2020). 
In 2011 the Postal Services Act was passed by the UK Government, allowing for the first time private buyers to acquire up to 90% of Royal Mail, the act also enshrined in law the Universal Service Obligation and separated the Post Office from Royal Mail (Postal Services Act, 2011). 
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