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( Whitepaper )

Royal Mail’s Postal
Reform 2026:

An evidence-based analysis of Ofcom’s
postal reform, the business impact, and
practical actions for 2026.

Data sources: Ofcom, Royal Mail MarketReach, Royal Mail Annual Reports, and Micom Internal Analysis.

This whitepaper provides analysis of Royal Mail postal reform based on publicly available information and
Micom’s industry experience. Projected outcomes reflect specific circumstances and are not guaranteed.
Version 1.0. Last Updated: November 2025.
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Postal Reform 2025-2026:
Executive Summary

The Challenge

Royal Mail reform is progressing. Letter volumes have already fallen by more than half in the last decade,
and costs continue to climb as volumes decline. Compliance requirements are also tightening. For
businesses that rely on secure, auditable communication, the risk of doing nothing is high.

In July 2025 Ofcom published a decision which modified the letters Universal Service Obligation that
Royal Mail has to provide, so that 2nd class letters only need be delivered every other day and not at all on
Saturdays. This change is also to be applied to all other letters services. The requirements for the delivery
of First Class letters six days a week will remain unchanged.

The Impact The Options
Compliance risk: Missed deadlines or data Do nothing: Rising costs and risk continue
breaches can result in severe fines, with regulatory unchecked.

penalties (e.g., UK GDPR) reaching up to 4% of
annual global turnover or €20 million, whichever
is higher.

Go fully digital: Attractive in theory, but not
realistic for regulated sectors.

Adopt hybrid: The pragmatic path forward.
Digital-first where possible, compliant physical
mail where essential.

Operational pressure: Mailrooms consume staff
time and budget that could be better invested
elsewhere.

Costs up: Postage and franking prices will rise
again in 2026.2

The Results The Way Forward

Leading UK organisations adopting hybrid Now is the time to act:

communication are reporting: . .
P 9 = Audit your current mail volumes

s Leading UK organisations adopting Micom’s
hybrid communication model are reporting
35-40% cost reductions, according to internal
benchmarking analysis (n=12 clients).! ®=  Pilot hybrid delivery to prove savings and

compliance outcomes

®  Separate compliance-critical vs non-critical
comms

®»  Stronger auditability and compliance reporting

= More engaged customers, patients, & citizens

Our Role

Micom enables organisations to navigate reform with confidence. We provide a platform that reduces
costs, protects compliance, and ensures communication reaches people where it matters most.
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Executive Summary

Royal Mail’s Universal Service Obligation (USO)

is entering a period of accelerated reform. Ofcom
has confirmed that the traditional six-day-a-week
delivery model is no longer sustainable. Letter
volumes have dropped from around 14 billion
items in 2012 to just 6.6 billion in 2024, and Royal
Mail’s 2023-24 results show unit revenue per letter
increased by 9.4 percent year-on-year, with further
increases expected as volumes decline.?

For organisations that rely on secure, auditable
communication, these changes represent more
than an operational challenge. They signal a
fundamental shift in how compliance, cost control,
and customer experience are managed.

The reforms bring both risk and opportunity.
Organisations adopting hybrid mail models are
reporting cost reductions of up to 40 percent,
based on Micom client benchmarking and industry
case studies.® Those that delay face rising costs,
mounting regulatory pressure, and shrinking
delivery windows.

This whitepaper examines what the reforms

mean for UK businesses, outlines key risks, and
presents a practical roadmap for adaptation.

It highlights why a balanced hybrid strategy,
combining compliant physical delivery with secure
digital communication, is emerging as the most
sustainable model for regulated sectors.

Micom’s mission is to help organisations navigate
this transition confidently. Our platform connects
print, email, and SMS within a single, compliant
workflow to reduce cost, strengthen auditability,
and maintain customer trust.

Letter volumes have fallen by two-thirds in a

decade, reform is now inevitable.”

— Ofcom, ‘Review of the Regulation of Royal Mail:
Consultation’ (December 2024), Executive Summary, p. 3
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Understanding the 2025-2026
Postal Reform

2024 Early 2025
[ &

July 2025 2026
& a

Ofcom launches
consultation on USO

reform. per week.

Key Reform Areas

Reduced frequency of 2nd Class post from
six to three delivery days per week and not
at all on Saturday.

Reforms are designed to rebalance
resources toward parcel efficiency while
maintaining affordable letter services.*

Increased reliance on digital communication
for statutory and transactional mail.

Pressure on pricing, with further stamp and
franking rises in 2026.

Implementation timeline subject to

government approval; dates shown are
Ofcom’s proposed schedule.

From6to 3

Delivery Days

Pilot reduction of 2nd
Class delivery to 3 days

Ofcom published a decision
to modify the 2nd class
Universal Service Obligation
to delivery every other day
and not at all on Saturday.

New three-day-a-week
2nd Class delivery model
expected to roll out
nationally.

Projected Impacts

® Delivery frequency: from 6 — 3 days/week
and not at all on Saturday except for 1st
Class and parcels, which retain six-day
delivery.*

Decline in bulk discounts for business mail.
Industry analysis suggests letter volumes

could fall below 6 billion by 2027, based on
current decline trends.®.

N\ micom
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The State of Postal Reform

Royal Mail’s Universal Service has been reviewed
and is undergoing reform.* Ofcom has confirmed
that the traditional model of six-day-a-week letter What This Means
delivery is no longer sustainable. Mail volumes have
declined sharply over the last decade, and with
every fall in volume the cost of delivery per item
increases.

for Businesses

® Reduced delivery frequency for
2nd Class post.

The result is a structural challenge: fewer letters
being sent, rising operational costs, and pressure to
change a system that was designed for a different
era. Reform is no longer a question of if, but when
and how.

Higher reliance on traceable,
auditable channels.

Growing importance of hybrid digital
delivery.

The Universal Service is no longer guaranteed to
provide Saturday deliveries for 2nd Class post.
Businesses relying on 48-hour SLAs for statutory
notices, appointment reminders, or compliance
documents will be directly affected.

Re-evaluation of franking and
bulk-mail contracts.

@ Postage Price ® 1st Class
20bn
2010 - 2015 2nd Class
£1.80
15bn £1.60
£1.40
£1.20
£1.00
10bn
£0.80
W £0.60
£0.40
5bn
£0.20
0
2010 2015 2020 2025 2010 2015 2020 2025
Source: Ofcom Postal Data Hub, Addressed Letter Source: Royal Mail published stamp prices 2010-2025,
Volumes 2010-2024°, published at www.ofcom.org.uk/ compiled from Royal Mail Price Finder archive and
research-and-data/ post/postal-market-data [accessed Ofcom Postal Data Hub. Prices shown are standard
January 2025]; Royal Mail Group plc Annual Reports 1st and 2nd Class stamp rates as of April each year.
2010-2024. Chart shows total addressed letter volumes Historical data: www.royalmail.com/price-finder
in UK (billion items per annum). [accessed January 2025]

The price of a Second Class stamp has risen approximately 55% between
2015 and 2025 (from £0.55 in April 2015 to £0.85 in April 2025).
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The Business Impact

Postal reform creates challenges on three critical fronts:
cost, compliance, and operations.

Cost Pressures

Business postage costs
increased significantly in
20247

Postage and franking
costs are rising as Royal
Mail adjusts its pricing to
offset declining volumes.
Businesses that continue
to rely heavily on traditional
mail face rising spend
without the benefit of
bulk economies of scale.
For many organisations,
mailrooms are now a cost
centre under growing
scrutiny.

Cost @

12% increase in 20243

Compliance Risks

Missed regulatory or
statutory deadlines can incur
fines up to 4%" of annual
turnover (GDPR, FCA).”

For regulated industries,
reform amplifies risk.
Financial services firms face
stricter reporting obligations
and penalties for failing to
meet deadlines. Healthcare
providers must ensure that
statutory communications
reach patients securely and
effectively. Councils are
responsible for issuing legal
notices and communicating
with citizens. Each of

these requires auditable
delivery and adherence

to GDPR. Rising costs are
only one side of the issue,
reputational and financial
risk are just as significant.

Risk D)

Penalties reaching 4%
turnover®

Operational Strain

Internal mailrooms now
represent an average
of 6-10% of total admin
overhead.”™

Internal resources are being
stretched. Manual mail
preparation consumes staff
time that could be better
used elsewhere. Volatile
volumes make it difficult

to forecast and budget. In
many organisations, print
rooms and postal teams are
operating under pressure to
cut costs while maintaining
service levels.

Pressure @

Mailrooms comprise 6-10%
overhead™

* Maximum GDPR fines: up to 4% of annual global turnover or €20 million, whichever is higher (UK GDPR Article 83, retained in UK law
post-Brexit). FCA regulatory breaches carry separate penalty structures under Financial Services and Markets Act 2000. Actual penalties
vary by violation severity. Sources: ICO Guidance on GDPR penalties; FCA Handbook, Decision Procedure and Penalties Manual.

** Micom analysis based on client operational reviews 2023-2024 (n=10 organisations). Mailroom overhead calculated as percentage of
total administrative operating costs, including staff, equipment, postage, and facilities. Range observed: 4-12%, average: 8%.
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Strategic Responses

Faced with reform, businesses have three choices. Each carries
implications for cost, compliance, and customer engagement.

Option 1: Do Nothing

Some organisations will attempt to ride out reform by maintaining their existing processes. This
approach comes with obvious risks. Costs will continue to rise, compliance pressures will intensify,
and resources will remain tied up in manual mail management. Doing nothing is the most expensive
long-term option.

Option 2: Go Fully Digital

At the other end of the spectrum, some advocate eliminating mail. For most regulated industries, this
is not a realistic option. Not all customers may accept digital-only communications. Statutory and
contractual obligations still require physical delivery in many cases. While attractive in theory, the fully
digital model can expose businesses to compliance failures and customer dissatisfaction.

Option 3: Adopt Hybrid, Intelligent Communication

The most pragmatic path forward is a hybrid model. By shifting the majority of communication into
secure digital channels, organisations can reduce costs and streamline operations. For critical or non-
digital recipients, compliant physical mail provides a trusted fallback. This balance delivers efficiency
without compromising compliance or customer experience.

Hybrid strategies are already proving their value. UK organisations that adopt digital-first, mail-
fallback communication models are reporting cost savings of up to 40% while improving service
quality and compliance reporting.®

Micom’s hybrid model (digital-first with compliant mail fallback) integrates email, SMS, and secure
portals to maintain contact across all audiences. Automated triggers ensure audit trails for every
communication type.

Traditional mail Fully Digital
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Case Examples and Insights

Across the UK, organisations are already adapting to postal reform by rethinking their communication
strategies. Examples based on Micom client implementations 2023-2024. Details anonymised to protect

client confidentiality.

Finance: Reducing Cost
and Strengthening
Compliance

A leading UK financial
institution cut postal spend

by 35 percent and reduced
audit preparation time by 50
percent using a digital-first,
mail-fallback model. Every
communication is now tracked
across both channels, reducing
risk of missed obligations.®

1
Hybrid strategies helped us

Healthcare:
Improving Patient
Engagement

A large NHS provider moved
appointment reminders

to secure digital channels,
reducing missed appointments
by 18 percent. Patients
requiring physical delivery still
received compliant letters,
maintaining full statutory
coverage.®

cut costs without risking

compliance.”

Local Government:
Delivering More
with Less

A UK council facing budget
cuts implemented hybrid
communications and lowered
postage costs by 35 percent.
Citizen response times
improved by 22 percent, and
savings were reinvested in
frontline services.®

Disclaimer: Case examples based on anonymised Micom client projects 2023-2024. Results reflect specific client circumstances
and may not be representative of all organisations. Individual outcomes vary based on starting volumes, communication types, and

implementation approach.
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The Path Forward

Postal reform is unavoidable, but businesses can choose how they respond. The most successful
organisations will act early, reduce reliance on outdated processes, and implement hybrid strategies that
are both cost-efficient and compliant.

Successful organisations act early. Micom’s five-step framework helps you evaluate current processes,
model savings, and ensure compliance during reform.

Action Checklist

Audit mail volumes

Identify the number of items you send each month and their associated costs.
Separate by communication type to reveal hidden inefficiencies.

Identify compliance-critical communications

Distinguish between statutory or regulated mail and communications that could
be shifted to digital channels.

Model cost savings

Compare the cost of your current process with a digital-first, mail-fallback
approach, factor in savings on postage, labour, and equipment.

Pilot hybrid delivery

Run a controlled trial of digital-first communications with compliant fallback.
Measure response rates, compliance outcomes, and cost reductions.

Scale and optimise

Roll out the hybrid model across departments and refine processes using
engagement data and customer feedback.

Plan for 2026

Build reform milestones into your digital transformation roadmap, aligning mailroom
data and core systems with Ofcom’s proposed phased delivery changes.
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Expert Commentary

Postal reform is not
a distant concern, it’s
already reshaping the UK’s

communication landscape.

The winners will be those
who act now, combining
speed, compliance, and
intelligence in how they
connect with customers,
building communication
strategies that are agile,
data-driven, and ready for
the next generation of
hybrid delivery.”

Andy Barber,
CEO, Micom

Digital-first strategies
must meet the same
rigorous standards of
auditability and security
as critical mail. At Micom,
we have developed an
infrastructure for high-
grade information security,
using robust controls and
advanced compliance
measures to protect
sensitive data throughout
every stage of a rapidly
changing landscape.”

John anope,

IT Director

N\ micom

Having seen the postal
system evolve from the
inside, | know just how
significant these reforms
are. The Universal Service
model was built for a
different era. Today,
success will depend on
how quickly organisations
adapt their communication
strategies to combine
digital efficiency with
postal reliability.”

Stephen Agar,

Non-Executive Director &
former Letters MD at
Royal Mail
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Reform is here.
Act now to future-proof your
communication strategy.

Postal reform is not on the horizon, it is already underway. Costs are rising, compliance
requirements are tightening, and businesses cannot afford to wait. The decisions made today will
determine whether your organisation faces escalating costs or seizes the opportunity to create a
leaner, more resilient communication strategy.

Micom helps organisations in finance, healthcare, utilities, and government adapt with confidence.
Our ISO-certified platform blends secure digital delivery with compliant physical mail, ensuring
your message always reaches its audience. Micom meets ISO 27001, 9001 and 14001 and GDPR
standards to support regulated organisations.

Next Steps:

Speak to Micom about building a future-proof communication strategy that:
® Cuts costs by reducing dependence on outdated mail processes

® Protects compliance in regulated environments

® Strengthens engagement with customers, patients, and citizens

Contact Micom today:

hello@micom.com | www.micom.com

CYBER
ESSENTIALS

v

CERTIFIED

CERTIFIED CERTIFIED CERTIFIED

Y INFORMATION Y
QUALITY SECURITY QUALITY

ico.

Information Commissioner’s Office

MANAGEMENT MANAGENILAT MANAGEMENT
SYSTEM

SYSTEM SYSTEM
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Glossary of Key Terms

USO (Universal Service Obligation):

Royal Mail’s legal duty to deliver letters nationwide at uniform pricing.

Hybrid Mail:

A digital system that sends documents electronically for automatic printing and postal delivery.

Regulatory Mail:

Statutory or compliance-driven correspondence requiring proof of delivery.

GDPR:

Data protection regulation governing secure handling of personal information.

ISO 27001:

Information Security Management certification standard.

Hybrid Communication Strategy

A multi-channel approach combining digital delivery (email, SMS, secure portals) with physical
mail fallback for recipients requiring or preferring postal delivery. Enables cost optimisation while
maintaining regulatory compliance and universal reach.
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References and Data Sources

This whitepaper draws on regulatory documents, industry research, and Micom’s client analysis.
References are provided to enable independent verification of key claims.

FOOTNOTES:

1.  Source: Cost reduction ranges (35-40%) based on Micom client benchmarking 2023-2024 (n=12 clients, financial services and healthcare
sectors). Individual results vary by organisation size, current postal volume, and digital adoption rates. Source: Micom Internal Analysis
(2023-2024). Industry context: Royal Mail MarketReach, ‘Mail in Uncertain Times’ (2023), p. 8, reports similar ranges across the sector.

2. Source: Royal Mail Group, Annual Report 2023-24, p. 18

3. Source: Micom client benchmarking study (2023-2024), measuring 12 organisations transitioning to hybrid mail delivery over a 12-month
period. Savings calculated as reduction in total communication costs (postage, labour, materials) vs. baseline. Range: 28-42%, median: 35%.
Individual results vary. Supporting context: Royal Mail MarketReach, ‘Mail in Uncertain Times’ (2023), p. 8.

4.  Source: Ofcom, (2025) ‘Reforming the postal service so it delivers what people need’ https://www.ofcom.org.uk/post/royal-mail/reforming-
the-postal-service-so-it-delivers-what-people-need

5. Source: Cost savings of 28-42% (median 35%) reported by Micom clients implementing hybrid communication strategies (n=12,
measured over 12-month post-implementation period, 2023-2024). Savings calculated as reduction in total communication costs vs.
pre-implementation baseline. Individual results depend on the starting postal volume, digital adoption rates, and types of communication.
Supporting industry context: Royal Mail MarketReach, ‘Mail in Uncertain Times’ (2023), p. 8, www.royalmail.com/marketreach

6.  Source: Public sector context: Local Government Association, ‘Digital Communication in Councils’ (2023); NHS Digital Communication
Standards. Specific performance metrics reflect individual client results and should not be used as guaranteed outcomes for other
organisations.

7. Micom estimate based on Royal Mail price increases of 10% (April 2024) and analysis of client spending patterns, n=15 businesses

8.  Based on Royal Mail's forecast of continued low single-digit annual declines, letter volumes are expected to fall below 6 billion by 2027.
Source: Royal Mail Group, Annual Report and Financial Statements 2023-24, Volume Trends; Royal Mail forward-looking statements (pp.
18-19).

REGULATORY SOURCES:

® Ofcom (2025) ‘Reforming the postal service so it delivers what people need’
Available: https://www.ofcom.org.uk/post/royal-mail/reforming-the-postal-service-so-it-delivers-what-people-need

® Ofcom Postal Data Hub: Addressed letter volumes and market data.
Available: www.ofcom.org.uk/research-and-data/post/postal-market-data

® UK GDPR (retained EU law post-Brexit), Article 83: Penalties ICO Guidance: ico.org.uk/for-organisations/gdpr-guidance-and-
resources/

®  FCA Handbook: Decision Procedure and Penalties Manual
Available: www.handbook.fca.org.uk/handbook/DEPP

INDUSTRY RESEARCH:

® Royal Mail MarketReach (2023) ‘Mail in Uncertain Times’
Available: www.royalmail.com/marketreach

® Local Government Association (2023) ‘Digital Communication in Councils’

® NHS Digital Communication Standards
Available: www.england.nhs.uk/publication/

MICOM ANALYSIS:

® Client benchmarking study (2023-2024): Analysis of 12 organisations implementing hybrid communication strategies.
Methodology available on request.

® Case studies reflect anonymised client projects and individual circumstances. Results may not be representative of all
organisations.

LIMITATIONS:
® Projections based on information available as of lanuary 2025
® Savings estimates reflect specific client contexts and may vary

® Industry research cited for context; Micom does not guarantee third-party claims

Last updated: November 2025




