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1.0 Introduction 


This report has been requested by the Chief Executive Officer of Royal Mail. This report is been requested on the 6th November 2020 and is going to be submitted on the 17th December 2020. Also, this report has been compiled by Dan Emilian Chiticaru. The purpose of this report is to provide an analysis of the current problem faced by Royal Mail by using analytical tools such as SWOT and PESTLE to gather information. Also, to present a conclusion and offer alternatives for improvement at Royal Mail. During this report, the research method used to collect the findings is secondary data. 


























2.0 Findings

2.1 Overview of the organisation 
Royal Mail is a British postal service and courier company in the United Kingdom, originally founded in 1516. The postal and delivery service is headquartered in London and primarily operates in UK. However, it is a multinational service as it operates in many other countries, such as France, Germany, Italy, Spain, Romania, Hungary, Portugal, Croatia, Poland, Czech Republic, Canada and USA. 
According to Royal Mail (2020) the company has the capability to provide a “six-days- a week service” and a “one-price-goes-anywhere” on a range of parcels and letter to more than 30 million addressed across the UK. The company is one the largest employers in UK, providing one in every 194 jobs (Royal Mail, 2020). Royal Mail Group employ around 160,000 people across their business, of which over 140,000 are in the UK (Royal Mail Group Limited, 2020). Royal Mail belongs to Royal Mail Group Limited, which operates other brands, such as Parcel Force Worldwide for letters and parcel delivery and General Logistics System for marketing mail services. 
According to Market Research (2015) the company offers its services and products to small and medium sized companies, consumers, sole traders, other postal operators and large organisations. Royal Mail offers shipping services, such as parcels or letters, marketing expertise and data services to help other business to grow and mail management. Royal Mail (2020) states that their purpose is to build a more balanced, diversified and international business. Moreover, Royal Mail (2020) acknowledged that the company is a modern and innovative brand that endeavour to connect with customers, business and countries.


2.2 Problems faced currently by Royal Mail
 
The parcel sector market is highly competitive, with increasingly demanding customer needs. 
Nature
According to Postal and Logistics Consulting Worldwide as cited by Citizens Advice Organisation UK (2015) Royal Mail lacks investment to modernise its operational abilities to deliver. Also, Royal Mail will need considerable investment that will allow the business to handle increased volume economically and cost-effectively.
One of the leading companies in the industry, Royal Mail has numerous weakness that needs to be addressed to enable the company to succeed in the marketplace.  As technology evolves, postal services are under a massive threat.
Scope
 According to Postal and Logistics Consulting Worldwide as cited by Citizen Advice Organisation UK (2015) UK letter service volume has decreased from 20.1 billion in 2005/2006 to 12.7 billion in 2013/2015. One of the reasons of this decrease is the impact of electronic substitution and the economic downturn. According to Hooper (2010) Royal Mail had to accelerate modernisation in order to save universal postal services.  Hooper (2010) acknowledged that financial health of Royal Mail, which represent a key determinant of the sustainability of the postal services, has aggravated due to although good progress, the company failed to modernise sufficiently. However, this is argued by the Department for Business, Innovation & Skills Government UK (2013) that states the modernisation of Royal Mail, such as automation, has led to company needing fewer employees. 
The modernisation has led Royal Mail to shed 50,000 jobs since 2003. Also, the Department for Business, Innovation and Skills Government UK (2013) emphasise that regardless of the ownership, Royal Mail needs to continue to modernise and to become more competent. Having more investment in new technology is essential for the company in order to integrate the process across the board. Therefore, having more access to private capital for modernisation, Royal Mail can make the necessary investments to transform and modernise. Having a faster-moving business can benefit both the company and the customers, as the business will be able to better meet the needs of the customers.
Impact
Royal Mail will not endure in its current form and a reduction in the scope and quality of the postal service will become inevitable. The company letter’s prices are constrained by letter volume. Also, failure to modernise in an intense challenging parcel market has impact Royal Mail’s growth and confidence as a company.
According to Statista Research Department (2020), in 2017, Royal Mail was the leading parcel courier service in United Kingdom. Royal Mail, hold a market of 47%, dominating the market, far ahead their competitors, such as Hermes, Yodel, Amazon and others. Statista Research Department (2020) acknowledge that between 2014 and 2018, Royal Mail saw a significant decrease in operating profits. In 2014, the company operating profit was 1.6 billion pounds, whereas in 2018, Royal Mail registered an operating profit of 66 million pounds. Therefore, it can be said that Royal Mail is under constant challenge by the presence of many scaled competitors such as Yodel, DPD, Hermes and TNT across UK.

2.3 SWOT Analysis 

SWOT is an analytical framework that highlights the Strengths, Weakness, Opportunities and Threats that Royal Mail is facing in its organisation.
Strengths
-Social media. Royal Mail makes uses of social media and has a strong presence with numerous followers on the most famous social media platforms: Instagram, Facebook and Twitter.
- Geographic position- Royal Mail is present and operates in UK but in several other countries, can represent a strong strength of the company as it allows to have a strong distribution market.
- According to Communication Workers Union (2018) has a large number of employees, including part-time, agency work and seasonal staff (Christmas jobs). One in every 175 people in UK work for the business. 
- Royal Mail has been around for over 500 years, and consumers are aware of it. This leads to having a high brand awareness.
-High levels of satisfaction. According to Ofcom (2020), Royal Mail consumers are satisfied with their services, as over eight in ten consumers were satisfied with Royal Mail (84%).
Weakness- using this SWOT analysis tool, this is the area where Royal Mail CEO can improve upon.
· The lack of choice in the product range sold by the company can give a new competitor the chance to enter the delivery market.
· Limited cash is putting the company at disadvantage 
· More investment in new technology
· Further investment in Research and Development
Opportunities
· Having access to new technology can provide the company with different price strategy for services in the market
· The development of the market will result in weakening the competitor’ s advantage and will empower Royal Mail to increase its competitiveness.  
Threats
· Royal Mail operates in different countries therefore it is exposed to current fluctuations
· Covid -19 can present additional challenges to the company. The pandemic situation can impact on the delivery of regular postal services.
· Competition in the online market- Online market is a big threat for Royal Mail, as individuals are more likely to use and prefer digital communication rather than sending letters through post.
· Brexit can represent a threat for Royal Mail. Brexit could impact on delivery cost and on the demands of the parcels.

It can be seen that a Swot Analysis can provide Royal Mail with a clear indication of its strengths, weakness, opportunities and threats.  Moreover, it can be seen that Royal Mail plays an important role in the UK economy as its providing millions of jobs for people in the UK. However, Royal Mail faces a lot of threats and challenges. The aim objective of the Swot Analysis is to help Royal Mail business to eliminate their weakness and build on their strengths. Also, Royal Mail has to make the most out of their opportunities to allow the business to growth and succeed in their postal market.




2.4 PESTLE analysis 

PESTLE stands for Political, Economic, Social, Technological, Environmental & Law factors that can impact on Royal Mail. PESTLE is a strategic tool that analysis the macro environment of a company or business. Royal Mail operates under the Industrial Goods& Services domain. 

Political factors
 
Royal Mail operates in several countries around the world; therefore, it exposes herself to different types of political system threats.  Different levels of corruption in other countries can impact the business. Political stability of a country can Royal Mail effectiveness as a business.

Economic factors

Economic factors such as interest rates, inflation rates, unemployment rate, economic rate growth or types of economic system in countries of operations are economic factors that Royal Mail should take in consideration while conducting a Pestle analysis.

Social factors

UK cultures and different countries’ cultures where Royal Mail operates as a business can impact the culture of the organisation.  Social factors such as culture and gender roles has been a Royal Mail’s priority. Royal Mail aims to have a diverse workforce and creates change for a wide- ranging culture. The organisation has taking part in the Pride Festival in London for the first time. Also, in the capital, at the Mount Pleasant sorting offices a post box has been painted in the rainbow colours. Although, Royal Mail is working hard to create a new culture is facing gender issues employment. Royal Mail acknowledged the fact that only 14% of their employees are female. Raising this number with 2% has involved a huge effort. Royal Mail took action and created Connect, an online programme that help women at Royal Mail to develop through support from their mentors.

Technological factors

Technological factors such as social media factors can influence the Royal Mail performance as a business. The use of social medial has grown and become very common around organisations. Therefore, Royal Mail can make use and control the opportunities that social media marketing is offering in order to improve the business performance. Technological innovations should be taking in consideration by the organisation. Also, investment in research and development on technology are highly necessary to remain in the competitive market.


Environmental factors

There are different environmental factors that can impact the profitability of an organisations.  These could be weather, climate change, air and water pollution, recycling, waste management and attitudes towards ecological products or renewable energy.  At Royal Mail, the majority emission comes from their vehicles and transport. The company is dedicated in reducing their carbon emissions more. According to BBC news (2019) the company has introduced electric trikes, which are powered by a combination of pedal and battery power. 



Legal factors

Royal Mail should take in consideration different law factor when entering a new market, such as data protection, employment law, health and safety law, discrimination law, consumer protection and copyright law.  BBC news (2019) the company has introduced electric trikes, which are powered by a combination of pedal and battery power. 

Legal factors
Different countries have rigorous regulations in regard to labour work, therefore Royal Mail has to follow their health and safety laws. According to Health and Safety Executive (2020) any organisation has a duty to provide under section 2 of Health and Safety at Work Act 1974 a safe working environment.

2.5 Customer expectations and Royal Mail responsiveness to market changes 

Customer expectation could change regularly and could impact the demand for services and products.  According to Royal Mail (2020) the UK society is under e-commerce influence, which represent more parcels less letters. Therefore, Royal Mail is responding quickly to these changing demands. Royal Mail (2020) states that the company expect to handle many parcels in the future, the company believes that the letter volume will continue to decrease. Also, Covid-19 and any economy slowdown of the country could impact severely on the international export and import of parcels. However, although the company states that letter will remain a part of the business, Royal Mail is transforming from a letter focused business to an international parcel led. Royal Mail aims to continue with the automation in order to maximise the benefits of delivering small parcels and letter together and to handle more efficiently larger parcels.
The company has put together a group of economic scenarios that could be linked with Covid -19.  These set of economic scenarios are been revised frequently as more information is acquired.
Royal Mail has developed these strategies in place:
· Maintaining a strong liquidity position.  This will imply that company maintains good levels of cash, will restrict the financial debts, retain access to £925 millions bank loan facility (Hooper, 2010)
· Company initiative to respond to market competitive pressures.
· The business has the possibility if required to access Covid Corporate Financing Facility.



3.0     Conclusion

It can be seen that Royal Mail is the market leader in UK parcel delivery. It can be concluded that Royal Mail is facing numerous challenges in postal industry.  In order to survive the competitive marketplace, Royal Mail has to modernize. Modernization process is slow process as the company is facing a tough competition due to new entrants in the marketplace. The company aims to develop a modern, optimised and efficient network to deliver letters, parcel and new products.  
As letter market is declining due to ongoing trend for e-substitution is adding to the business uncertainty.  This can be considered one of the major issues of Royal Mail. Therefore, the business is adopting a range of strategies in order to grow in the face of this trend. 







4.0    Options
· Strategic partnership with an organisation with corporate experience of modernisation. Royal Mail needs to accelerate the process of modernization and in particular cost reduction.
· New regulatory framework to increase certainty for investors in Royal Mail.
· Access to more capital
· Develop better industrial relationships
· Culture change towards customers
· Develop innovative services and products
· Culture change towards employee engagement- employees should be encouraged to make proposals about new working patterns that can result in increasing efficiency, saving money and reduce accidents.





  5.0 Actions
· Investing in modernisation
· Continue to work as possible hard to collect, process and deliver parcels and mail during difficult times, such as pandemic worldwide.
· Improved the performance of employees working within the organisation that resulted in developing proper relationship with the customers.
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