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Impact of COVID-19 on Waitrose
[bookmark: _Toc60324187][bookmark: _Toc60764993]Introduction
The global business environment has derived a strong influence from the COVID-19 pandemic, and the retail industry is being considered among the industries that have been most hard-hit by the global pandemic. However, successful companies like Waitrose provide an example of how firms with a proactive attitude towards change and innovation can handle the complex external environmental challenges (Devlin, 2020). This essay analyzes Covid-19’s impact on Waitrose’s operations and the company’s strategic response to the pandemic. 
[bookmark: _Toc60764994]Analysis

[bookmark: _Toc60764995]Impact of Covid-19 on the retail industry in the UK and Waitrose in light of Porter five forces
Covid-19 has influenced the UK retail industry in various ways. The initial Covid-19 wave and consequent panic among the general public resulted in unusual purchasing behaviour due to the tendency to stock the retail goods. During the initial stages, the retail sales increased significantly for the food items creating shocks in supply chains. But the purchase of non-food items decreased significantly (Aday and Aday, 2020). The shift from offline to online retailing behaviour was also clearly observed. The following graph visualized the impact of Covid-19 on the business turnover in the UK retail industry.[image: ]
Figure 1- Impact of Covid-19 on UK
Source: Statista (2020)

Fig.1 shows that the impact on the food retailing is significantly lesser (42.9 percent sales not affected) than the non-food retailing (26.7 percent sales turnover not affected). Following graph shows the pre and post Covid-19 forecasted sales of food and non-food retail items in the UK:
[image: ]
Figure 2- Pre and Post Covid-19 retail industry forecast
Source: Statista (2020)

Fig. 2 further confirms that the growth forecast in food retailing after covid-19 has increased whereas the growth forecast for non-food retailing sectors has decreased. Following statistics show the online and offline UK retail growth forecast as a result of the pandemic:
[image: ]
Table 1- Forecasted sales growth
Source: Statista (2020)

Statistics in table-1 show that despite taking certain measures, UK retail industry has experienced a net decrease in retail sales growth by 4.8 percent at the end of 2020, but in 2021, the industry is expected to grow by 2.4 percent. 

Overall, the statistics show that the Covid-19 has disturbed the offline and online retail businesses, and Waitrose is one of them. To clearly understand how Covid-19 has affected the UK retail industry (in general) and Waitrose (in particular), Porter five-force framework is applied:

[bookmark: _Toc60764996]Bargaining power of buyers

· Buyers hold a strong position in the UK retail industry due to intensifying competition. The switching power is very low, and several alternatives are available like Tesco, Asda, Aldi, and Sainsbury. However, in the case of Waitrose, the switching cost is relatively high as it targets price-insensitive customers that share an emotional bonding with the brand (Voinea, 2015). 
· Falling demand for non-food retailing items increases the buyers’ bargaining power. During Covid-19, buyers’ bargaining power has increased due to their shift from offline to online retailing. However, Waitrose has managed to capture the online shopping trend by significantly expanding its online sales during Covid-19 (Butler, 2019). 
The overall bargaining power of buyers is moderate to high.

[bookmark: _Toc60764997]Bargaining power of suppliers

· Covid-19 has increased the bargaining power of suppliers as some suppliers have taken Covid-19 as an opportunity to directly sell food products to the customers through online channels. But, Waitrose manages to reduce the suppliers’ bargaining power by maintaining a wide supplier network. Waitrose partners with local and regional suppliers. However, its ability to source the products internationally and strong position in the industry places it in a favourable position to set the prices (Waitrose, 2020). 
· During the Covid-19, the challenges to source the products internationally, high concentration, and increased dependence on the local suppliers have somehow increased suppliers’ bargaining power in the UK retail industry (Jos, 2020). 
The overall bargaining power of suppliers is moderate. 

[bookmark: _Toc60764998]Competitive rivalry

· The competitive rivalry is highly intense in the UK retail industry. The present situation (during Covid-19) has further intensified the competition among existing market players as they are competing hard with each other to avoid the sales decline. 
· [bookmark: _GoBack]Although, Waitrose tries to reduce the competitive rivalry by differentiating itself on basis of premium brand image and quality and highlighting its relations with the royal family, factors like brand devaluation and decreasing value for specialization scope are negatively affecting the brand (DuFour and Marzano, 2015). 
Overall, the competitive rivalry is high. 

[bookmark: _Toc60764999]Threat of substitutes

Threat of substitutes is high in UK retailing sector, and Covid-19 has further increased this threat by giving a boost to the online retailing alternative. However, it is difficult for others to provide the products with same quality, uniqueness and organic value, which somehow creases the threat of substitutes for the Waitrose (Waitrose, 2020). 
Overall, threat of substitutes is moderate to high

[bookmark: _Toc60765000]Threat of new entrants

· The threat of new entrants is high as many companies have taken Covid-19 as an opportunity to start their online operations. Many suppliers have also started selling through online channels. 
· However, the threat of new entrants in offline retailing remains low due to Covid-19 as it is difficult to set and kick-start new businesses in a highly uncertain situation (Jos, 2020). 
Overall, the threat of new entrants is high. 

[bookmark: _Toc60765001]Impact of Covid-19 on the UK retail industry and Waitrose in light of PESTLE
	P- Political
Brexit, Scottish independence and Covid-19 are some environmental factors that created uncertainty in political environment, causing shocks in supply chains, increased legal complexity and concerns over the efficiency of British government over how it handled the situation during pandemic (Perrigo, 2020).


	E- Economic
Economic stability of the Waitrose and strong financial health enable Waitrose to handle the challenges imposed by economic recession triggered by the Covid-19 pandemic. Strong financial stability of the country further enhances the business environment in which Waitrose operates. However, Brexit and Covid-19 have caused temporary upheaval in the economic environment of Britain (Lea, 2020). As per Office for National Statistics (2020), UK economy slowed by 20.4 percent during 2020 due to Covid-19 pandemic. However, analysts expect UK economy to recover from the prevailing uncertainty. The demand for the non-food retailing goods is expected to rise after the pandemic, which increases the growth prospects for the retail market players. 
	S- Social
Covid-19 created a situation of panic among retail customers, which resulted into unusual demand pattern for food retail products. Remote work trend is also on rise, which has induced the companies to make arrangements for virtual work settings (Li et al. 2020). The on-going situation is inducting companies to make investments on online market research to collect valuable data about consumers’ changing patterns. Consumer behaviour is also expected to derive strong long-term influence from social distance and changed societal norms (Mehta et al. 2020).  


	T- technological
Covid-19 has accelerated technological innovation process, as market players like Waitrose are motivated to invest on innovative technologies. These technologies (like 3-D tech platform, Waitrose shopping app, development of human-robot interaction framework for boosting automation at Waitrose etc.) (Sillitoe, 2020) are likely to strengthen the Waitrose’s competitive positioning in the long-run. The global pandemic has also given a boost to the e-commerce. 
	L- Legal
Brexit along with the Covid-19 pandemic has made legal environment challenging for the retail companies in UK. Post Brexit scenario has made international business operations more legally complex, and Covid-19 has introduced new legal obligations on food and non-food retailers (KPMG, 2020). 
	E- Environmental
There is a consistent rise in the ethical and environmentally conscious shoppers. Ethical sourcing is on rise, and CSR has gained significant importance. As per research, Covid-19 has increase the environmental conscious of retail customers as more than 37 percent customers say they have become more environmental conscious after pandemic outbreak. It provides opportunities to the Waitrose to increase its customer base by actively marketing and communicating its ethical sourcing and CSR activities (Internet Retailer, 2020).  



Table 2- PESTLE framework

[bookmark: _Toc60765002]Waitrose strategic response to the Covid-19
Waitrose has gained recognition for its proactive and effective response to the Covid-19. The company has taken various measures to handle the challenges imposed by global pandemic. By immediately responding to the situation, Waitrose immediately expanded its online order taking capacity. Before Covid 19, the company only sold 5 percent of its total orders online. As pandemic hit, company was able to manage more than 150,000 online orders in only one week, and management considered the shift of Britons to online shopping irreversible (Coker, 2020). It means the extensive investment on expanding online capacity will benefit the Waitrose in the long run. It added more than 150 vans to its existing fleet (Coker, 2020), hired temporary staff to handle the excessive pressure, and recruited 1,800 drivers for meeting online demand (Calnan, 2020). These measures increased the weekly online order capacity by 55,000 during Covid-19. Another initiative is the development of online Chrismis shop, powered by 3D tech platform- Matterport (Sillitoe, 2020). In order to expand e-commerce capabilities, Waitrose opened new customer fulfilment centres, improved its online order app and rapid delivery service (Coker, 2020). As these initiatives are taken with long-term horizon, the company expects to become a 70 percent online retailer (5 percent pre covid) by 2025 (Sillitoe, 2020). Waitrose’s ‘digital first’ strategy with the John Lewis is likely to strengthen company’s positioning in online market in post Covid scenario. 

Moreover, Waitrose has increased its focus on sustainability by purchasing electric vans and building bio-methane gas centre that that will provide a low carbon alternative to large vehicles. It will reduce the CO2 emissions by 80 percent (Post&Parcel, 2020). As customers are expected to be more environment conscious after pandemic, Waitrose this initiative will benefit it in the long run. In order to protect staff and customers, Waitrose introduced new checkout screens, limited customer numbers, and replaced the unnecessary food items with necessary food products to keep its shelves filled with necessities (Jahshan, 2020). In addition, it provided face masks, gloves and sanitizers to staff, and also made it available for the customers. Waitrose also arranged a series of virtual workshops for the employees and customers to raise awareness and alleviate Covid-19 stress (Nazir, 2020). Waitrose also arranged free Covid tests for its staff with an aim to reduce absence and disruption (Butler, 2020). 

Although, these all initiatives have exerted a positive impact on the company, and are considered to be sustainable in the long-run as well, the company has also taken some strategic moves that hampered the Waitrose’s brand image, and are non-sustainable in nature, as discussed in next section. 

[bookmark: _Toc60765003] Waitrose’s strategic response to Covid-19- strong/weak areas
Waitrose has drawn criticism for its cost cutting plan in order to handle the financial stress imposed by global pandemic. As part of its cost cutting plan, Waitrose deducted the perks of its staff, and also cut off the jobs in order to reduce the administrative costs. Company stopped paying overtime and Sundays to the staff (Waitrose News, 2020), and also cut 1,500 office jobs to recover from the Covid crisis (Butler, 2020).  However, company demonstrated its commitment to help staff in finding new jobs. As Waitrose has hired new staff for online operations, management should consider shifting its office based employees to the e-commerce operations if they possess the required competencies. Other than this weakness, the overall strategic response to the Covid-19 is not only appropriate according to the situation, but is also sustainable as it will strengthen the Waitrose’s positioning in offline, and particularly online retailing industry. Although, Waitrose has rolled its online loyalty program, but company is recommended to expand the program by adding more features and attractive options so that it could draw attention of larger online customer base. Waitrose investment on innovative IT infrastructure, robotics technology and CSR activities must also continue in post Covid-scenario to achieve long-term growth objectives.  

[bookmark: _Toc60765004]Conclusion
Covid-19 has proven to be a true test of retail organizations’ capabilities. The success in highly uncertain environment largely depends on the firms’ ability to ensure quick adaptation with the changing environment. Many changes (like changed consumption patterns, shift to e-retailing and increased CSR importance) are irreversible, which means the strategic initiatives taken by retailers like Waitrose must have a long-term horizon to maintain relevance in post-Covid scenario. 
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