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[bookmark: _Toc66211491]Introduction:
The coronavirus that was first identified in Wuhan, China has created havoc all over the world. The contagious virus soon affected the world economy and caused significant losses to different industries and companies and the fashion retail industry is one of them. The purpose of this report is to show the impact of the pandemic and the significant factors that shaped the landscape of the fashion industry. The case study of Marks and Spencer is mainly focused on; however, the examples of other companies have been used to satisfy the requirements of the module. After that, the opportunities and challenges that the pandemic breed and how the major market players like Marks and Spencer, Next Plc, Primark, ASOS, etc. have responded to them have been depicted. Pestle, SWOT, and porter's five forces model have been deployed to conduct and support the analysis. Lastly, the findings are summarised in the conclusion section. 


[bookmark: _Toc66211492]Major Factors affecting the Fashion industry Due to Covid-19 that Shaped the Fashion Industry:
The pandemic has influenced all the industries and the fashion industry is not an exception. However, while some industries like online food delivery services, online grocery delivery industry, etc. have been affected positively, the fashion industry has been impacted adversely (Chakraborty and Biswas, 2020). The surge in online sales could not offset the sales plunged in the physical stores. One of the reasons is that the pandemic has resulted in job losses, higher unemployment rate, and lower levels of disposable income of the household, which propelled the consumers to reduce the expenditure on products that do not relate to the existence of the consumers (Soni, 2020). Besides, the pandemic has affected the mental conditions of the consumers, which is why they did not prefer to buy fashionable clothes. The customers were more concerned about the health and safety and hence, in order to avoid the contact of the deadly virus, the customers maintain social distancing, which caused them to avoid going to physical stores. The Pest analysis will shed light on the major effects in depth. 
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[bookmark: _Toc66211447]Figure 1: Pestle Analysis 
Source: (Bennett, 2020)
[bookmark: _Toc66211493]Pestle Analysis: Impact of the Pandemic
[bookmark: _Toc66211494]Political and Economic Factors:
The govt of the UK imposed a country-wide lockdown in an attempt to stop the spread of the coronavirus. The other governments also imposed similar lockdowns, which caused the suppliers to stop the production of the products that disrupted the operations of the company (Iwona, 2020). Besides, the govt instructed the companies to provide the facility of working from home so that the employees can protect themselves. 
The stagnation in the operations and plummeted sales levels reduced the sales and operating profits significantly. However, the interest rates in the UK have fallen and are expected to remain low, which offers the company an opportunity to reduce its cost of capital (Bennett, 2020). The volatility in the exchange rates has increased as uncertainty revolving around the impact of the virus rose higher, which is affecting the industry, procurement, and sales of which are quite sensitive to exchange rates. 
[bookmark: _Toc66211495]Social and Technological Factors:
Different studies have found that the psychosocial impact of the pandemic is quite pervasive and some of the customers believe that the situation will never get back to normal, which instilled pessimism in the market (Soni, 2020). The fear of getting infected by the virus has caused the customers to stay at home. Besides, the job losses have raised the tendency of saving money for rainy days rather than buying fashionable clothes. Besides, people had to spend more on healthcare, which reduced their budget for fashion shopping that also affected the industry in an adverse manner. 
The pandemic has driven the companies to embrace the technology whether it is related to provide employees with the infrastructure to work from home or delivering products to homes (Iwona, 2020). The companies in the industry have strengthened their online presence to serve the customers well. The companies also considered augmenting their app with the help of virtual reality that will allow the customers to put on the products virtually. This would also reduce the chances of product returns. 
[bookmark: _Toc66211496]Legal and Environmental Factors:
The pandemic has also affected the legal and environmental factors that shape the fashion industry. The rise of hacking, e-commerce fraud, DDoS attack, etc. has driven the authority to pressurize the companies to strengthen their data security (Allison and Prentice, 2018). As customers went online more than ever, the threat of their being exposed to unscrupulous hackers increased, and hence, the companies that use the personal and banking data of the consumer while transacting with them needed to become more agile in securing the secrecy of their data.
The environmental up-gradation during the lockdown periods caused the stakeholders to raise their concerns about the pollution that industrial production is responsible for (Soni, 2020). Hence, the fashion industries are being forced to redesign their supply-chain processes to reduce the carbon footprint and behave more responsibly towards society and the environment. 













[bookmark: _Toc66211497]Porters Five Forces: Impact on the Micro Factors
The microenvironment of a company includes its customers, suppliers, competitors, etc. (Lynch, 2018). Porter’s five forces model has been used to show the impact of the pandemic on the microenvironment of the company.
[image: ]
Figure 2: Porter’s five forces model
Source: (Önören, Arar, and Yurdakul, 2017)
[bookmark: _Toc66211498]Bargaining power of Customers:
During the pandemic, the customers' bargaining power got strengthened because they were exposed to a wide variety of online vendors include emerging private label brands have widened the options for the customers (Cokins, 2020), which reduced the switching cost and thus ramped up their power to push prices. 
[bookmark: _Toc66211499]Suppliers Bargaining power: 
As the governments of all the countries imposed strict lockdowns, the overall garment production went down compared to the demand level (Iwona, 2020), which increased the power of the supplier to haggle higher prices for the products they supply. 
[bookmark: _Toc66211500]The Threat of Substitution:
The industry’s exposure to this threat varied between the different segments of the markets. For example, in the high-end segment, where companies like M&S operates, the threat of substitution increased because the customers preferred affordable products over expensive products (Chakraborty and Biswas, 2020). However, in the segment in which companies like Primark conducts business, the threat of substitution remained the same. 
[bookmark: _Toc66211501]The threat of new entrant:
The customers went online more often due to the pandemic because going out could jeopardise their lives (Soni, 2020). This lowered the barriers to entry because newcomers require a little amount to open an online business. 
[bookmark: _Toc66211502]Competition:
As the demand fell, the fashion companies pushed each other to redirect the customer traffic to their websites, which intensified the competition a lot. Though the production and operations were stopped, certain costs like warehouse rent, depreciation, and other fixed put a financial burden on the companies and when the lockdowns were lifted, the companies compete harder to improve their financial conditions (Lynch, 2018). Besides, many employees who lost their jobs due to the pandemic opted to start doing online fashion retailing shops to support their families, which intensified the competition.





[bookmark: _Toc66211503]Opportunities and Challenges: Response of the Key Market Players
In order to identify the opportunities and challenges, the SWOT analysis will be deployed, where how the company adapted to the opportunities and challenges to other companies will also be discussed. The response of Marks and Spencer to opportunities and threats compared to the key market players has been shown in the SWOT analysis. Also, the impact of the pandemic on the strengths and weaknesses has been depicted.
[bookmark: _Toc66211504]SWOT Analysis of Marks and Spencer
	Opportunities
	Challenges
	Strengths
	Weaknesses

	1. Strengthening the online presence
2. Lower interest rate
3. Investment in Augmented/Virtual reality
	1. lower average disposable income
2. Implementing the concept of circular economy
3. Managing the expectations of all its stakeholders
4. Managing the atmosphere of the workplace
	1. Financial position
2. a Large number of stores 
3. Brand value
4. Well-diversified product portfolio
	1. The involvement of manual processes
2. Inability to penetrate the foreign markets


[bookmark: _Toc66211454]Table 1: SWOT Analysis of M&S 
Source: Author
[bookmark: _Toc66211505]Opportunities: 
One of the opportunities that knocked on the doorsteps of the company related to strengthening the online presence of the company in order to cater to the changing needs of the customers. The company adapted to the opportunity by boosting its social media pages and investing in SEO and google advertising (Iwona, 2020), while its closest competitor, Primark did not go online to grab the opportunity, which gave the company a competitive edge over Primark. Another opportunity that it presented regarded the lower interest rate, which the company did not respond to very well, while its competitors like Next plc took advantage of the lucrative opportunity. Investment in advanced technology like Augmented/Virtual reality is another opportunity that the company adapted to nicely (Soni, 2020), however, its competitors like Primark and ASOS could not grab the opportunity quickly. These companies are considering investing in the technology now and hence, the slow response gave Marks and Spencer a first-mover advantage in the market.
[bookmark: _Toc66211506]Challenges:
One of the challenges that the company is facing, is the lower average disposable household income. As the company did not rebrand itself by offering affordable products like the other companies, its competitors like Primark took advantage of the situation. Another challenge is to implement the concept of the circular economy because the shareholders believe that it will reduce the revenue and profitability of the firm (D’Adamo and Lupi, 2021). However, the company has been able to manage the expectations of all its stakeholders unlike its competitors, which is holding them back from embracing the concept. Managing the atmosphere of the workplace has been one of the greatest challenges and while companies like M&S and Next Plc resorted to job cuts (BBC.com, 2021), companies like Primark slashed salaries and were able to maintain workplace morale. Hence, M&S was less effective in its response to this challenge compared to its closest rival. 
[bookmark: _Toc66211507]Strengths:
One of the most significant strengths of the company was its financial position; however, the pandemic has undermined this strength of M&S as it incurred consecutive losses in the last four quarters (Marie, 2021). All the competitors of the company like Next Plc, H&M, Primark also met a similar fate. Another strength that the company could not harness is its large number of stores, which usually account for the largest part of the revenue of the company. However, while some companies like ASOS did not get affected by this because it does not sell clothes through stores, some companies like Primark got severely affected because it does not sell products online. However, the strengths of the company that the pandemic could not impact are its brand value, well-diversified product portfolio, etc. 
[bookmark: _Toc66211508]Weaknesses:
The involvement of a large number of manual processes is one of the weaknesses that caused the company to suffer the most because the company’s manual processes got disrupted when the UK imposed lockdowns during the pandemic (D’Adamo and Lupi, 2021). Another weakness that caused it huge suffering is its inability to penetrate the foreign markets successfully, which narrowed the portfolio of the sources of income of the company. Hence, when the UK imposed strict lockdowns, sales were down by 75%, and the company’s overall semi-annual sales plunged by 15.8% (Sarah, 2021); however, if it could diversify, its sales would not decrease to such an extent. The key players like Next plc, Gap, Zara, LVMH, etc. also suffered losses but not as much as Marks and Spencer did. Hence, the company should plan to get rid of the weaknesses by devising a market development strategy. 












[bookmark: _Toc66211509]Conclusion
The covid-19 pandemic has influenced the fashion industry like all other industries; however, the fashion industry is one of the worst-affected industries, which is reflected in the sales of the companies like M&S that suffered a huge sales decline. The covid-19 has emanated some major factors that have shaped the business environment of the company. The company responded to some opportunities and challenges in a better way compared to its competitor while to some factors, it responded poorly. The factors that affected the company the most are its comparatively weak online presence and inability to penetrate foreign markets. Hence, the company needs to invest in strengthening the online presence of the company and undertake the market development strategy to bolster its presence in foreign countries. 
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