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Introduction

The aim of this study is to assess a strategic analysis of Royal Mail by identifying the main problem faced by the organisation, identify possible solutions and implement some new strategies to avoid a decline. To achieve this, in the following pages the report will identify the nature of the problem and conduct a SWOT and PESTLE Analysis with the objective to determine the factors that contribute to this problem. The report will conclude with the development of an action plan for the implementation and management of the specified solutions.



Main Findings 

Background of the organisation

Royal Mail is an international  postal service and courier company established in 1516. The Royal Mail service was first made available to the public by Charles the first on 31 July 1635 and wasn’t government funded or budget. (Martin J. Daunton, 1985)
The company provides mail collection and delivery services throughout to 220 countries, including major destinations like Europe, China, India, Australia, and the USA. 
Customers have a good opinion about company and the main reason is that delivers 99% of all items in the UK which means that financial viability is vital for the future. 
However, even if the organisation is currently capable of providing the universal service in UK, since 2002 a decline can be observed in the company caused by several difficulties including lack of efficiency, poor quality of services and cheap equipment. “But it is much less efficient than many of its European peers and faces severe difficulties. But it faces many constraints in doing so.” (Richard H. 2008)
Problems faced by Royal Mail

Deficit of productivity

Over time, the lack of modernisation has been felt inside Royal Mail company in terms of productivity and efficiency, after losing £500 million in 2008 five times the operating profit lost to postal competition, the company is under threat.
Since 1990, Royal Mail is trying to avoid making any changes in contrast to modern European companies which reduced almost 50% from mail centres to optimise their operations. (Michael A. Crew, Paul R. Kleindorfer, 2006)
The way that organisation practice affects the efficiency, in 2013 target for improving productivity was up just 0.1% in the first half, compared to an aim of 2-3%. This affects to reach the target of £230mln of cost savings, with the company achieve around £100mln.
However, after removing over 40,000 jobs and £500 million in cost, the management admitted that this is the best way to regain company status.

Pension

Royal Mail faces other constraints, too. 
From the FTSE companies, for Royal Mail company, pension deficit is higher and most volatile. Even if organisation will increase postal prices will not guarantee sufficient revenue to offset falling volumes.
The company suffers from poor labour relations. In 2007, the postal sector 
accounted for 60% of the days lost to industrial action across the whole economy. (Vrinda Gupta, 2007).
The financial health of Royal mail, start to know a deficit for following reasons:  Royal mail’s market share continue to decline, company not modernised sufficiently, accounting pension deficit has increased from 2.9bn in March 2008 to 8.0bn in March 2010 and current regulatory regime is not fit for purpose. Without serious actions, Royal Mail will not survive in its current fort. (Duncan Campbell-Smith, 2007)

Competition 

If the policy does not change, the organisation will need to discuss with 
Government for emergency financial support, and that transformation would 
must be carried out under European rules on restructuring aid.
In comparison with Deutsche Post and TNT which achieved 
profit margins around 13%, 15% from their mail operations, Royal Mail’s financial position is precarious. 
Even if in 2018, company introduce what it called “a challenging agenda” of new working conditions, new technology and digitisation, and growth initiatives, in July it had seen a 7% fall in letter volumes between March and June, showing that the strategy failed to improve.
“Royal Mail said that labour market and other cost pressures were impacting margins at GLS “more than anticipated” which clearly doesn’t bode well. Add fierce competition from rivals such as DPD and Hermes, as well as the threat from the growth of Amazon in the UK, and the challenge looks even tougher.” (Joanna Partridge, 2021)

Main problem

The main problem for Royal Mail is modernisation, lack of investment and flexibility affects the process of modernisation, the pace and extend of change in business performance and culture must take place faster. "Royal Mail needs to respond urgently to the structural decline in the UK letters market. It will need to drive down costs and diversify as traditional revenues decline. " (Richard H. 2008)
The company must start to respond quickly, to change culture in order to focus on customers, reduce costs and increase revenues. The organisation must improve efficiency and reduce costs which involve a restructure of company network of mail centres, delivery offices to meet current and future demands in efficient way. This process requires investment and more flexible approach to working patterns. Diversification and expectation will help in finding new sources of revenue, extending the range of company services. "Royal mail is making progress on modernisation but is it fast enough? The parcel market has become a lot more competitive. " (David Kerstens 2015)
Nature 
Lack of modernisation in the main issue that affects the business, and it is reflecting on lack of productivity. A new equipment will help to deliver letters on time and deliver parcels faster and will help employers to do their job easier. New technology must be implemented in order to achieve the customers satisfaction and rich in the top of best post services.

Scope
Customers and stakeholders are affected by the lack of modernisation.
Stakeholders have to work together and understand that their long-term interests cannot be safe through opposition. Customers are affected because their orders are late and company schedule will customers is not accessible, in this case the credibility of Royal Mail is poor. (Crocioni, 2019)

Impact
The big impact of this problem has reflected to the financial instability observed on pensions and competitors which are taking the market. Due to lack of modernisation, which is affecting the productivity, customers will choose to give their loyalty to other credible competitors. Also pension deficit has been increasing from 5.8 to 8.7 billion pounds in 2018 which affects Royal Mail profit and create a financial instability. (Weinman, 2016)



SWOT Analysis 

Strengths

Performance in New Markets: because of their long existence and experience in making success from new markets, the expansion brings new revenue stream and change the economic risk. 
Expenditures:  the company provides new projects which increase the new revenue streams and contribute to a big improvement on the market.
Customer satisfaction: Royal Mail is a reliable distributor that puts a lot of effort into the customers satisfaction and because of the dedication, it is having a range of customer that recommend their services.
Strong distribution network: company has a considerable number of outlets around the world and is known as a reliable distributor that impress by its potential market.
Strong Cash Flow: because company is selling the products at an affordable price, the free cash flow is higher and gives them the opportunity to invest in new projects. 
Strong community: All customer has got a good opinion about their services which creates a connection between customer and distributor, also they invest in training the sales person to explain the customers how to obtain the maximum benefits out of the products. (M. E. Porter, 1980)

Weakness 

Innovation is missing: instead of researching and developing, Royal Mail are not giving enough importance to the gaps in the product range sold by the company which affects the sales and gives a step forward to
 new competitors.
Low product demand forecasting: because of their lack of knowledge at demanding a forecasting, company is losing many opportunities and can be compromised by the competitors. 
Poor technology: for integrating the progress across the board, company needs to invest in new technologies which can improve the vision of the organisation and can be important for their expansion. Lack of technology makes company lose potential financial wins.
Investment in Research: even if Royal Mail spend above the industry average on Research and Development, can’t compete with the big players because innovation is missing. (A. D. Chandler,1962)

Opportunities 

New environmental policies: gives a new possibility to the company in order research and share a new product category on the market. This will attract customers and bring new opportunities and advantages compare with competitors.
Decreasing cost of transport: if the shipping price will be lower, the cost of the company products will go down. However, this is an opportunity to increase the profitability or share the benefits with marker for wining their trust.
New technology: once company will invest in technology they can research and create market strategies regarding the price of products. This could be a success in increasing competition and analyse the data. At the same time can get new customers and increase the profitability.
New taxation policy: will open new opportunities and will bring fast profit. At the same time, is possible that small companies to retire. (O. E. Williamson,1975)
Threats 

Seasonal products: lack of equipment can impact the profitability of the company and can bring bad reviews if products weren’t delivered on time. (R. E. White,1986)
Local competitors: it the local distributor will gain more strengths can present a danger for the company health and the range of customers can go down.
Liability laws: are present in different countries and are very different from one country to another. Also, can present an impediment to company’s relationship and plans with the other countries.
Rising pay level: can bring stress and pressure on company profit especially if China will increase prices. (L. Wrigley,1970)
PESTLE Analysis 

Political factor

This factor can impact Royal Mail contracts with different countries because company interact with many geographical areas where different types of politically environment and political system represent a risk. 
Political stability is important for the economy of every country, that’s why company has to research before investing in one specific area. 

Economic factors 

Economic factors should be considered because depending on different types of economic systems company can find stability by using growth rate, consumer spending to increase the aggregate demand and aggregate investment.  However, should inform about competition norms as well because impact the competitive advantage. Economic factors can help Royal Mail to estimate the growth of the trajectory of the organisation.

Environmental factors 

Before deciding to create a new products line or enter a new market, company have to take in consider the environmental factors.  Climate in one of the important factors because Royal Mail uses a large range of carbon materials and water can damage it. Also, recycling is the best way to protect company benefits because most of them create a business from that.

Social factors 

Culture is an important variable to influence customers behaviour. Demographics characteristics can help Royal Mail to choose the right strategies for growing strengths and is important to understand the migrations attitude because is important for company health. Also, they should focus more on online customers and try to research on young customers behaviour and improve those services.
Class structure is important as well to identify and provide the best services possible. 

Technological Factors

Technology factors can improve Royal Mail services and development. Research and provide the best information and technology by creating an IT team, the product will diversify, and customers will be surprised. Also, social media can help the community extend and promote better. Also, post on media, company will bring different categories of customer and will bring more diversity.

Legal factors

Before intending to go on market, best thing is to evaluate a research. Some of the legal factors that Royal Mail Plc leadership should consider while entering a new market are anti-trust law, discrimination law, Copyright, patents, Intellectual property law, Consumer protection and e-commerce, Employment law, Health and safety law, Data Protection. (Freddie Murphy, 2018)

Conclusion 

In conclusion, Royal Mail has experienced a decline based on lack of modernisation that weaken the company possibility to develop, expand and diversify. During the research, a series of relevant aspects affects company’s health.  The major issues were the deficit of productivity, pension, pricing, competitors and more other which impact the profitability of distributor.
The research contained a PESTEL and a SWOT analysis for a better overview of the problems faced by company and the reason of decline. Also, company has proved that there are strengths and opportunities too which can increase the profit and growth of the trajectory staring with new technology. 
The paper provides an action plan with possible solutions.
 


Action plan 

Solution 

For the company to grow, a process of modernisation should consider to the structure, very quickly and efficient. The process will split in transformation and diversification.
 In first part, company needs to invest in 
culture of the organisation, improve efficiency and reduce costs. However, performing business development will lead to serious growth and improvement because the strategy is to focus more on clients and increase the technical skills and equipment. 
Second part of the process will research on finding new sources of revenue by extending with the line of products in a different geographical area. 
Transformation is quite expensive, complex and must be completed while meeting some of the highest quality of service standards in Europe. This also means a radical change to Royal Mail’s national network and a better infrastructure, significant reduction of jobs over time which will contribute to the future and stability of Royal Mail. 
The company must understand and clarify what objectives should be on short and long-term. As a matter of prudence, the company must be in a position where it can quickly and easily raise more capital if that becomes necessary in the near future. (Richard Hooper, 2008)
Another solution can be to change the manual system and to buy more machines. This will increase the productivity and will be also an interstation for long time to increase the profit. 



How to monitor, reviewing and communicating the Solution 

To make a difference is important to communicate the ideas and put them in practice. In order to achieve that, company must do a meeting every single week with all leaders an find the best and suitable options that will be implemented in organisation. Also, a council of managers from different departments should monitor and discuss the changes. If one idea is used, they should writ monthly one report about the actual situation and post it on company website where all sides can access it.
Another thing can be periodic conversion with employers regarding the way they are working, if they have the equipment necessary to perform their job.
Based on Royal Mail research this are the efficient ways to build a reliable connection between customer and distributor and to avoid a possible decline. 
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