	 





2.0 Findings

2.1 Brief 

Earlier this year, Royal Mail revealed it planned to cut 2,000 management jobs, representing a fifth of such roles, in a bid to save it £130million. The FTSE 250-listed group's share price jumped over 15 per cent in morning trading to 200p. A year ago, the share price was at around 220p.Higher staff absence levels, protective equipment purchases and the implementation of social distancing measures on site meant Covid-19 cost Royal Mail £75million over the period.'In the first five months of the year, we have seen a substantial shift in our business from letters to parcels', Royal Mail said in a statement to shareholders ahead of its annual general meeting today. The parcel arm of the group 'will not become profitable without substantial business change', Royal Mail bosses said today.In order to change, Royal Mail is talking to its unions in a bid to adapt the business.Royal Mail said: 'Currently, too many parcels are sorted by hand and we are failing to adapt our business to fundamentally lower letter volumes and are holding on to outdated working practices and a delivery structure that no longer meets customer needs.'Talks with Unite and the Communication Workers Union have made good progress in some areas, but a full agreement has not been reached.Royal Mail added: 'It is disappointing that we have not yet been able to reach agreement. Without these changes, we cannot achieve essential improvements in operational efficiency and better focus our efforts on the ever-increasing demands of our customers.' John Moore, a senior investment manager at Brewin Dolphin, said: 'As has been the case with a number of companies in recent weeks, the impact of Covid-19 has significantly accelerated the pace of change in Royal Mail's markets. 'In this instance, it has intensified the decline of Royal Mail's letters business and increased the demand for parcels, which has led to greater than expected costs and a greater need to fundamentally change the business to capture some of the structural shift in e-commerce. If anything, these trends underline the importance of the transformation programme announced earlier in the year to the company's future. 'However, Royal Mail will have to move quickly to adapt and undertake some major changes, creating a more flexible business and more efficiently dealing with its legacy operations, while keeping its staff on board during this period of transition Revenue from letters dropped 21.5 per cent, while parcel revenue jumped 33.1 per cent, meaning total revenue at the group increased by £139million. 'Whilst this has driven better-than-expected revenues, as discussed previously, our legacy in letters has held back operational changes needed to adapt our business to a market that has fewer letters and more parcels, Royal Mail said. While parcel revenues were far ahead of expectations, Royal Mail's long-term decline in profitability was not halted and the business will make a 'material loss' this financial year.


Royal Mail said it believes revenue could be £75m to £150m higher for the fiscal year 2020/21 if the UK avoids a second lockdown, compared with an earlier scenario which suggested a decline of £200m to £250m.However the group still predicted a “material loss” for the year, due to costs related to the pandemic and the changing nature of its business. We continue to expect Royal Mail to make a material loss this financial year 2020/21 and will not become profitable without substantial business change,” it said in a statement. The net cost estimate from the shift in Royal Mail’s business from letters to parcels is now at £140m to £160m, compared to its earlier assumption of £110m.The company said it needed to make essential operating changes to adapt to a market that now focuses more on letters than parcels, with its legacy reliance on letters still holding it back

2.2 Identify Royal Mail Material Loss 

2.2.1 Nature:  Material Loss: Royal Mails material loss this year has seen parcel deliveries jump by more than a third during in this pandemic. The revenue during the the five months to estimated figure around the end of August were alot stronger than expected. Although letter deliveries were not the same they continued to fall and the business has faced extra costs to deal with  

Scope: Royal Mail spoke to unions about reducing the cost on certain things which included replacing old fashion working style. The company specified a number of things it wanted to reduce or get rid of including sorting parcels by hand and colleagues signing in by manually. Royal Mail also mentioned they had yet to remove old letter-sorting machines, they claim it is not needed because the letters volume has reduced to more than half since 2004. Mr John Moore the senior investment manager who is at brewin Dolphin said as it has been the case with a number of companies in recent weeks, the impact of Covid-19 has significantly accelerated the pace of change in Royal Mail's markets. 

Impact:  In July, the company metioned it would reduced 2000 management jobs – the fraction of a fifth of these roles which would save £130m. The estimated newt cost from the shift in Royal Mail’s business from letters to parcels is now at £140m to £160m, as to its earlier assumption of £110m. the company has seen rises in costs In elsewhere including £85m from handling more parcels and fewer letters as well as £75m related to the coronavirus measures, such as covering staff absence, social distancing and extra protective equipment

SWOT Analysis

2.3 SWOT Analysis- Micro

· Strength: Strong distribution network – Over the years Royal Mail Plc has built a reliable distribution network that can reach majority of its potential market. Successful track record of developing new products – product innovation. Successful track record of integrating complimentary firms through mergers & acquisition. It has successfully integrated number of technology companies in the past few years to streamline its operations and to build a reliable supply chain. Highly successful at Go To Market strategies for its products


Weakness: Limited success outside core business, The parcel arm of the group 'will not become profitable without substantial business change', transition Revenue from letters dropped 21.5 per cent, The net cost estimate from the shift in Royal Mail’s business from letters to parcels is now at £140m to £160m, compared to its earlier assumption of £110m.


· Opportunities Opening up of new markets because of government agreement, New trends in the consumer behavior can open up new market for the Royal Mail Plc Government green drive also opens an opportunity for procurement of Royal Mail Plc products by the state as well as federal government contractors. Talks with Unite and the Communication Workers Union have made good progress in some areas,


· Threats: As the company is operating in numerous countries it is exposed to currency fluctuations, the impact of Covid-19 has significantly accelerated the pace of change in Royal Mail's markets. Rising raw material can pose a threat to the Royal Mail Plc profitability.


Pestle Analysis
2.4 PESTLE Analysis-Macro

· Political: Political stability and importance of Industrial Goods & Services sector in the country's economy. Mandatory employee benefits
· Economic: Government intervention in the free market and related Industrials, Skill level of workforce in Industrial Goods & Services industry.

· Social: Class structure, hierarchy and power structure in the society, Demographics and skill level of the population

· Technological: Technology's impact on product offering, Impact on cost structure in Industrial Goods & Services industry
· 

· Legal: Anti-trust law in Industrial Goods & Services industry and overall in the country.
· Discrimination law
· Copyright, patents / Intellectual property law
· Consumer protection and e-commerce
· Employment law
· Health and safety law
· Data Protection

· Environmental: Weather
· Climate change
· Laws regulating environment pollution
· Air and water pollution regulations in Industrial Goods & Services industry
· Recycling
· Waste management in Industrials sector
· Attitudes toward “green” or ecological products
· Endangered species
· Attitudes toward and support for renewable energy



3.0 Conclusion

Royal Mails material loss this year has seen parcel deliveries jump by more than a third during in this pandemic. , the impact of Covid-19 has significantly accelerated the pace of change in Royal Mail's markets. the company metioned it would reduced 2000 management jobs – the fraction of a fifth of these roles which would save £130m. The estimated newt cost from the shift in Royal Mail’s business from letters to parcels is now at £140m to £160m, as to its earlier assumption of £110m. Over the years Royal Mail Plc has built a reliable distribution network that can reach majority of its potential market.The parcel arm of the group 'will not become profitable without substantial business change', transition Opportunities Opening up of new markets because of government agreement, New trends in the consumer behavior can open up new market for the Royal Mail As the company is operating in numerous countries it is exposed to currency fluctuations,the impact of Covid-19 has significantly accelerated the pace of change in Royal Mail's markets : Technology's impact on product offering, Impact on cost structure in Industrial Goods & Services industry


Options 
· Legal: Anti-trust law in Industrial Goods & Services industry and overall in the country. Political: Political stability and importance of Industrial Goods & Services sector in the country's economy. Mandatory employee benefits some major changes, creating a more flexible business and more efficiently dealing with its legacy operations, while keeping its staff on board during this period of transition Revenue from letters dropped 21.5 per cent, while parcel revenue jumped 33.1 per cent, meaning total revenue at the group increased by £139million. 'Whilst this has driven better-than-expected revenues, as discussed previously, our legacy in letters has held back operational changes needed to adapt our business to a market that has fewer letters and more parcels, Royal Mail said. While parcel revenues were far ahead of expectations, Royal Mail's long-term decline in profitability was not halted and the business will make a 'material loss' this financial year. Royal Mail spoke to unions about reducing the cost on certain things which included replacing old fashion working style. The company specified a number of things it wanted to reduce or get rid of including sorting parcels by hand and colleagues signing in by manually. Royal Mail also mentioned they had yet to remove old letter-sorting machines, they claim it is not needed because the letters volume has reduced to more than half since 2004. Mr John Moore the senior investment manager who is at brewin Dolphin said as it has been the case with a number of companies in recent weeks, the impact of Covid-19 has significantly accelerated the pace of change in Royal Mail's markets. Impact:  In July, the company metioned it would reduced 2000 management jobs – the fraction of a fifth of these roles which would save £130m. The estimated newt cost from the shift in Royal Mail’s business from letters to parcels is now at £140m to £160m, as to its earlier assumption of £110m. the company has seen rises in costs In elsewhere including £85m from handling more parcels and fewer letters as well as £75m related to the coronavirus measures, such Opportunities Opening up of new markets because of government agreement, New trends in the consumer behavior can open up new market for the Royal Mail Plc Government green drive also opens an opportunity for procurement of Royal Mail Plc products by the state as well as federal government contractors. Talks with Unite and the Communication Workers Union have made good progress in some areas, Weakness: Limited success outside core business, The parcel arm of the group 'will not become profitable without substantial business change', transition Revenue from letters dropped 21.5 per cent, The net cost estimate from the shift in Royal Mail’s business from letters to parcels is now at £140m to £160m, compared to its earlier assumption of £110m. Social: Class structure, hierarchy and power structure in the society, Demographics and skill level of the population

Technological: Technology's impact on product offering, Impact on cost structure in Industrial Goods & Services industry
Legal: Anti-trust law in Industrial Goods & Services industry and overall in the country.
Discrimination law
Copyright, patents / Intellectual property law
Consumer protection and e-commerce
Employment law
Health and safety law
Data Protection
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