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Introduction
What is business environment and why it is important?
According to Toppr the word “business environment” refers to the entirety of all people, organisations, and other forces that are independent of a business entity, yet nonetheless have an impact on its overall performance and long-term viability.  Suppliers, competitors, consumer groups, the media, the government, clients, economic conditions, market conditions, investors, technology, trends, and numerous other entities that function outside of a corporation are the forces that make up its business environment. Despite existing outside of the business’s limits, these forces have an impact on it. The business environment presents opportunities and risks to any organisation. In addition to recognising and evaluating the surroundings, a skilled manager of a company also reacts to these external influences. If we consider the following details, we can clearly see how important the business environment is: enables the identification of business opportunities, aids in utilising practical resources, aids in adjusting to changes, aids in planning, and aids in performance improvement. 
The report will focus on using PESTEL Framework and will examine the business environment from a global standpoint and analyse how each of the elements affects Royal Mail Plc’s business strategy. To analyse the competitive aspects at Royal Mail Plc, the report will also describe the Macro Environment using Porter’s Five Forces model. 
Overview of Royal Mail Plc
Postal and delivery services are offered by Royal Mail Plc (Royal Mail). In the UK, the corporation provides express parcel delivery services under the Parcelforce Worldwide brand in addition to letter and package services under the Royal Mail name. Both North America and Europe are where the business operates. The UK’s Royal Mail has its headquarters in London.  The number of the employees as of 2021 was 158,592. The sales revenue for 2021 was 12, 638 billion British pounds. 
External Environmental analysis
External analysis, also referred to as environmental analysis, is the method used by business to objectively assess changes made to their industry and the wider world that may have an impact on their current business operations. Businesses take these measures to ensure that they can adapt to changes and continue to succeed in their industry (Cena, no date).
This report will introduce the use of PESTEL framework to analyse the external factors at Royal Mail Plc. To evaluate the business environment in which a corporation operates, PESTEL analysis is widely utilised. The phrase used to define the framework in the past was Political, Economic, Social, and Technological (PEST) analysis. More recently, the framework’s scope has been expanded to incorporate Environmental and Legal issues (Peterdy, 2022).
Political Factors 
The extend and mode of governmental economic involvement are influenced by political factors. This area can include things like government policy, political stability, or turbulence in foreign markets, foreign trade policy, tax policy, labour legislation, environmental law, trade restrictions, and more (Professional Academy, 2022).
The political factors that affect Royal Mail Plc are: 
· Stability in politics
· Potential military invasion
· Corruption level
· Government red tape and meddling in the industrial goods and services sector
· A government agency that enforces contracts
· Intellectual property protection 
· Tariffs and trade laws pertaining to industries
· Favoured associates in business
· Industrial goods and services
· Antitrust restrictions
· Taxation – tax incentives and rates
· Rules governing minimum pay and overtime
· Workweek laws in the industrial goods and services sector
· Mandatory benefits for workers
· Political Stability – High political stability creates a friendly and stable business environment with predictable market growth trends. Political turmoil, however, deters investors and undermines stakeholders’ faith in the economy, which has a negative impact on organisational performance. Currently, Royal Mail Plc operates in several nations, each of which is experiencing its own gold sector may be hampered, and Royal Mail Plc may have less prospects for expansion because of rising tensions and instabilities in the world political climate. For example, Brexit is both the most important political problem and the most pressing issue for Royal Mail UK. Following the implementation of Brexit, it is now very difficult for Royal Mail to move around the UK and the EU in a relatively free manner (Fahim, 2019).
· Corruption and bureaucracy- Both bureaucracy and corruption have a negative impact on the business environment. Operating in countries with high levels of corruption and insufficient law enforcement puts Royal Mail’s business environment at a significant risk because of the eroded public confidence in business and the entire political and economic system. Several corporate procedures, including contracting, fraud agreements, licencing, and numerous lawsuits, can be affected by corruption. The organization’s sustainable development will be at risk if Royal Mail Plc decides to join markets with corrupt economic and political systems because it will undermine society, undermine the justice system, and undermine the rule of law (Zander, 2018).
Economic factors 
The profitability of an organisation and its operations are significantly impacted by economic factors. Among these are factors like consumer and company disposable income, inflation, interest rates, currency exchange rates, and economic growth. (Professional Academy, 2022).
Some of the economic factors affecting Royal Mail Plc are: 
· The role of the public sector in related business and the free market
· The host nation’s exchange rates and currency stability
· The effectiveness of the financial markets
· The state of the industrial products and service sector’s infrastructure
· Comparative advantages of the host country’s industrial sector
· Economical level of schooling
· Labour costs and economic productivity 
· Rate of unemployment
· Economic expansion rate
· Employment, interest, inflation, and exchange rates- One of the most important macro-economic factors in the UK economy is GDP, or gross domestic output. The growth rate is currently quite unsteady. Additionally, the overall GDP is decreasing day after day, creating not many opportunities for Royal Mail to expand its customers base and attract more customers who can afford its goods and services. After registering no growth in February 2022, the Gross Domestic Product (GDP) was changed from 0.1% rise to 0.1% decline in March 2022 (Office for National Statistics, 2022).
· Efficiency of financial markets- Since operating in highly efficient financial markets improves one’s liquidity position and strengthens one’s potential to enter new markets, it influences Royal Mail’s global expansion initiatives. The health and efficiency of the financial markets will determine Royal Mail’s ability to obtain money at fair prices (Zander, 2018).

Social Factors
Socio-cultural factors refer to the portions that discuss the common beliefs and attitudes of the population. Age distribution, profession inclinations, health consciousness, and population growth are a few of the others. These factors are especially crucial since they have an immediate impact on how marketers view customers and what drives them (Pathak, 2020).
Social factors that the management of Royal Mail Plc should analyse are:
· Data on the population and skill level
· The hierarchy, class system, and power structures in society
· Standard and level of education in the Royal Mail Plc industry
· Culture
· Leisure pursuits
· The open-minded society and the entrepreneurial spirit
· Health, Environmental consciousness, etc. 
· Trends in demographics- For worldwide corporate enterprises like Royal Mail Plc, the impact of changes in demographic patterns, including the ageing of the population, migratory trends, and socioeconomic factors, cannot be overstated. When selecting the market segment with the highest development potential, Royal Mail Plc can benefit from studying the demographic characteristics. The business and marketing strategy are also impacted by migration. Understanding public opinion on migration is essential for Royal Mail since it may affect the company’s ability to hire foreign management in the host country (Zander, 2018).
· Customer online shopping behaviour- Online shopping has become more popular among customers because of social media and e-commerce. Royal Mail must comprehend the age differences in online shopping behaviour because younger consumers are more inclined to shop online other than older ones. The increasing use of mobile devices and social networking sites should be taken into account when developing marketing and communication initiatives (Zander, 2018). 

Technological Factors
The quick changes in the technology environment influence how companies sell their goods and services. Three main ways that technological considerations impact marketing and its administration are as follows: innovations in the production of products and services, adaptive methods for distributing goods and services, and new methods of reaching target markets (Lewin, 2019). 
Analysing technology requires understanding these consequences:
· Technological advancements made by rivals of Royal Mail Plc
· Impact of technology on product offerings
· Impact on the industrial goods and services industry’s cost structure
· Impact on the industrial sector’s value chain structure
· Technology diffusion rate
· Using social media- The advancement of information and communication technologies has made it easier to deploy cutting-edge marketing techniques to increase consumer collaboration. In the current business environment, social media use has grown significantly. Royal Mail can maximise the potential of social media marketing to increase operational effectiveness. Technology advances can be used to launch innovative social media campaigns for creating online brand communities (Zander, 2018).
· Innovations in technology and degree of development- Royal Mail should closely examine recent technical breakthroughs to stay ahead of competition. It is important to focus on the 5G’s potential to boost productivity by enhancing user experience, speed, and access. Such technical developments have the potential to profoundly change an industry and revise the standards for market participant success. The technology’s level of development and maturity in the pertinent industry must also be considered. When Royal Mail Plc enters markets where technology is still in its infancy, it can grow its market share by concentrating on new technological developments (Zander, 2018).
Environmental factors
Environmental elements, commonly referred to as “ecological factors”, are aspects of the physical environment (the climate of Earth for example). This can involve issues like consumer health, climate change, energy supply, or any of these issues ‘immediate effects (Bush, 2016).
Among the environmental factors Royal Mail Plc should think about in advance are:
· Changing weather
· Regulations on air and water pollution in the industrial goods and services sector
· Recycling
· Managing waste in the industrial sector
· Stances on environmentally friendly or green products
· Renewable energy
· Threatened species
· Management of pollution and recycling- Due to the confluence of growing environmental deterioration and technological innovation, businesses have been obliged to employ cutting-edge recycling and waste management techniques. In many countries, recycling has almost become a corporate standard. Royal Mail must also establish efficient waste management practises in organisational divisions located in or near urban areas. Many countries have put in place restrictive laws to protect their urban areas through effective rubbish management (Zander, 2018). 
· Attitude towards eco-friendly products- Environmental protection is not specifically regulated, but people are very concerned about the impact that businesses have on the environment. To reduce carbon emissions, Royal Mail works to utilise vehicles that maximise space. They also continuously aim to introduce new hybrid cars that will run fully on batteries rather than direct fossil fuels (Commercial Fleet, 2018). 
 Legal Factors
These factors include trade regulations and prohibitions as well as employments laws, consumer protection laws, health and safety laws, and international laws. Political and legal elements might overlap, but the main distinction is that while legal factors must be followed, political ones are guided by government policy (Oxford College of Marketing, 2016).
Some of the legal factors that Royal Mail Plc should take into considerations are:
· Anti-trust legislation in the nation’s industrial goods and services sector
· Legal discrimination
· Patents, intellectual property law, and copyright
· Consumer protection 
· Occupational law
· Health and safety law
· Protection of Data
· Regulations that safeguard consumers- The privacy and security concerns of consumers have made data protection a crucial issue. To protect client data, Royal Mail Plc must research data protection laws. Laws are also in place to limit prices, guarantee a particular level of quality, and shiel customers from deceptive marketing promises. To make sure that consumer protection regulations are followed, Royal Mail Plc must take these factors into account (Zander, 2018).
· Regulations from the authority- Royal Mail is subject to control by the body known as Ofcom, which prevents it from freely changing its position and lines of business. Royal Mail’s pricing, workday, and postal service structure are determined by the authorities, which makes it difficult for management to make last-minute changes (Brinded, 2015). 
Micro-environment analysis 
The competitive factors that make up a firm’s immediate surrounding and have an impact on its performance and decision-making, including its suppliers, competitors, marketing intermediaries, clients, and public. 
This report will describe Porter’s 5 Forces framework to analyse the competitive factors at Royal Mail Plc. Porter’s Five Forces, a methodology that identifies and analyses five competitive forces that affect every business, can be used to determine an industry’s weaknesses and strengths. The Five Forces analysis is frequently used to determine an industry’s structure to establish business strategy. Porter’s methodology can help any sector of economy to better understand industry competition and boost long-term profitability (Investopedia, 2020).
Threats of New Entrants
The threat that new entrants provide to established companies in an industry is one of the forces in Porter’s 5 Forces framework for analysing industries. It is one of the factors that influences how a market is competitive and determines how appealing a market is (CFI Team, 2022).
In the sector Royal Mail Plc operates in, achieving economies of scale is challenging. This facilitates cost advantage for those generating high capacities. It also raises the cost of production for new competitors. As a result, the dangers posed by new competitors are less potent. Within the industry, enterprises sell distinctive items rather than standard products, demonstrating how significant product differentiation is within the sector. Customers seek out products that are unique. Additionally, there is a big focus on marketing and customer support. Due to all these elements, the threat of new competitors is a weak force in this market.
Bargaining Power of Suppliers
The pressure that suppliers can exert on businesses by raising their prices, diminishing their quality, or reducing the availability of their products is referred to as the bargaining power of supplier. The level of competition and the buyers’ potential for profit may be impacted by this bargaining power in each industry (Bhalerao,2021). 
In comparison to the number of consumers, the sector Royal Mail operates in has many providers. As a result, suppliers’ negotiating position is weakened because it appears that suppliers have less control over price. These suppliers provide relatively homogenous, less distinctive, and easily switchable products. Because of this, transferring providers is made easier for clients like Royal Mail. This limits the supplier’s capacity to bargain. 
Bargaining Power of Buyers
The pressure that customers or consumers can apply to firms to persuade them to deliver higher quality products, better customer service, or lower pricing is referred to as the bargaining power of buyers.
Consumers that place a high value on product quality are those who shop frequently. This indicates that consumers in the sector are less sensitive to pricing. This weakens the purchasers’ negotiating position inside the market. The buyers are not in any real danger from integration backwards. This weakens the industry’s ability to respond to the bargaining threat of purchasers (Murphy, 2018).
Threats of Substitute Products or Services 
The availability of a product that consumer can buy instead of the industry’s offering is how Porter defines the threat of substitutes. A substitute product is one that comes from a different industry yet provides the consumers with the same advantages as the product made by companies in that area (Dan, 2013). 
There aren’t many products that can be used as a substitute for those made by Royal Mail Plc’s industry. Poorly profitable sectors also produce the few viable alternatives. This suggests that there is no maximum profit that companies in the industry in which Royal Mail works may achieve. All of these factors make the danger posed by rival products less potent. 
Rivalry Among Existing Firms
Industry rivalry among existing firms is one of Porter’s 5 Forces that is used to gauge the level of competition in a certain sector.
Within the sector in which Royal Mail Plc operates, the fixes costs are significant. Due to this, businesses in the sector operate at maximum capacity. This also implies that these businesses will lower their pricing as demand declines. As a result, existing company competition becomes a more powerful force withing the industry (Fern Fort University, no date).
Conclusion  
In conclusion, the PESTEL model is an essential business tool that involves a careful analysis of macro environmental factors that have an impact on the company environment. Different elements are present in each aspect, from the political to the environmental, that influence the strategic choices that large corporations like Royal Mail make. By examining all five opposing factors, Royal Mail strategists may gain a comprehensive understanding of how the Industrial Goods and Services Industry influences the organisation’s profitability. They may identify paradigm-changing developments early and take swift action to take advantage of the opportunity. By completely understanding the Porter’s Five Forces, managers at Royal Mail may influence those elements to their benefit. 
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