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Executive summary
The UK high street retail market is facing a significant decline due to several external factors and changing consumer preferences. The report has conducted PESTLE and SWOT analysis to understand the key external factors affecting the businesses. From that analysis, it has been known that Brexit led to significant changes in corporate tax and VAT. High price rises caused inflation pressure and reduced the profit margin of the retail businesses. Reduced footfall and the changing customer demand for online business are the main issues identified through the Bransford and Stein model. Recommendations have been also provided to guide the retail businesses for improved profitability. 
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The UK High Street retail sector must be ready for the barrage of battling challenges in the current world. Market dynamics have changed greatly, due to macroeconomic factors and, most importantly, consumer behaviours. Foot traffic keeps diminishing, price hikes in operational costs persist, and e-commerce is bounding forward, causing brick-and-mortar stores to suffer more. The pandemic has hastened this development, and to keep on the playing field, retailers have turned to digital strategies. In this regard, this report will subject external influences affecting high-street retailers' businesses in the UK to rigorous analysis through the employment of PESTLE and SWOT analytical tools. Bransford and Stein's IDEAL model will be used to explore marvellous problem-solving approaches for retailers as they navigate these challenges. The findings will reveal major threats and opportunities in the retail market and suggest strategies for long-term growth.
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Figure 1: PESTLE analysis
(Source: Created by the Learner)
According to Marmol(2015), PESTLE analysis is a framework that helps to identify the essential external factors and analyse their impact on businesses. It consists of six factors consisting of political, economic, social, technological, legal and environmental.
Political Factor
According to the BBC (2025), the change of government in the UK changes the corporation tax which has a direct impact on the profits of UK retail organisations. Stuttaford and Brain (2021) said the value-added tax also increased and because of that, businesses are facing issues while importing and exporting products and services. Brexit is another political event which is the exit of the UK from the EU, significantly impacts the trading conditions in the UK. Loss of potential and wealthy customers, for example, affects the profitability of any retail business due to the political instability created by Brexit. UK high street retail businesses like Next, John Lewis must pay a 20% rate of UK VAT for trading with other countries or for import/export services (Gov.UK, 2025). 
Economic factor
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Figure 2: KPMG forecasts for the UK: GDP, inflation
(Source: KPMG, 2025)
According to the KPMG (2025) insight, the UK is currently experiencing inflation pressure, and the GDP is expected to rise 1.7% in 2025 with the fiscal expansion explained during the UK Autumn budget and it increased the domestic demands. The inflation rate will be 2.4% higher in 2025 causing higher prices of goods and services.Consumer Prices Index (CPI) also increased by 3.9% in January 2025, which is 3.5% higher than the December statistics (ONS, 2025). Intense inflation pressure that is measured with CPI has a negative effect on retail businesses like Next, John Lewis and others, by decreasing the profit margins and creating high competition in the market. The increased price of products also leads to decreased consumer spending. 
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Figure 3: Consumer price inflation
(Source: ONS, 2025)
Social Factor
Such elements have a great impact on the High Street retailers. The development of convenience-oriented and digital-first shopping has also contributed to the decrease in foot traffic. Consumption has changed from traditional physical shopping to online and mobile shopping. According to Mintel (2024), ethical consumerism is changing buying patterns with the increased demand for sustainable, fair trade, and locally obtained goods. Other demographic shifts affecting sales are an aging population and urbanisation migration; younger generations are adopting experiential retailing and interactive in-store experiences instead of the traditional shopping experience. Retailers must now include other digital strategies and upgrade customer engagement criteria to be competitive.
Technological factor
According to Statista (2025), 81% of UK businesses are adopting advanced technologies and digital payment options, as the UK is a technologically advanced country. For example, a high-street retail organisation in the UK, Next Plc has invested in the implementation of cloud services, automation, IoT, along with edge computing (Global Data, 2025). Businesses in the UK are also using Artificial Intelligence to capture consumer insights and their interests. High reliance on technology creates privacy and security issues and requires good investment. 
Legal factor
UK high street retail businesses must focus on the various employment rules such as the Equality Act 2010, and the National Minimum Wage Act 1998. Besides that, Gov. UK (2025a) explains the Employment Rights Act 1996 with the working hours regulations, that needed to be given priority for running businesses efficiently. Therefore, increased stress on the General Data Protection Regulation (GDPR), forces businesses to take effective measures for handling employee and customer data carefully (GDPR, 2025). 
Environmental factor
According to the Gov.UK (2023), in the UK, some major environmental concerns are getting higher such as high air and water pollution, climate change, biodiversity loss and others.  The country is focusing on achieving sustainability measures by 2030. Businesses need to adopt measurements towards reducing their carbon footprint. It requires dedication and continuous effort to recycle materials for waste management and use renewable energy, and preservation of natural resources. 
[bookmark: _Toc193370351]SWOT analysis
	Strengths
	Weaknesses

	1. High-street retail businesses in the UK, mostly, have good brand presence and recognition. For example, brand awareness of John Lewis is found to be 93% in the UK (Statista, 2023). 
2. Tangible shopping offers are available in the physical stores which allow consumers to see and touch before buying products.
3. A good understanding of the local consumer demands is the key strength of these UK-based retail chains. 
	1. Many high-street retail businesses are still struggling to strengthen their online presence.
2. Mitigating the online-savvy consumer’s changing needs and demands becomes difficult for these businesses. 
3. High turnover rate and operational costs are the major challenges faced by UK retail businesses. According to the CIPD (2024), the average turnover rate in the UK is 34%. 

	Opportunities
	Threats

	1. Good brand presence can help these businesses to attract new potential customers by applying omnichannel strategies.
2. Good knowledge of customer preferences can help in providing them personalised recommendations and maintaining a good brand image. 
	1. Limited online presence can affect the profitability of these businesses. Most UK customers prefer buying products online and seek digital payment options. Lack of digital advancement can affect the number of loyal customers. 
2. A large customer base can be grabbed by competitors due to minimum online engagement.
3. High competition in the high street retail businesses and the threat of new entrants with a strong online presence and affordable pricing structure affect its profits. 


Table 1: SWOT analysis
(Source: Created by the Learner)
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Figure 4: Bransford and Stein model (IDEAL model)
(Source: Created by the Learner)
Hadiet al. (2024) said that consisting of five stages, Bransford and Stein's IDEAL Model helps in Problem identification for Retailers. This is how the IDEAL Model by Bransford and Stein frames a structured sequence for high-street retailers to tackle the problem:
1. Identify the problem-declining threshold footfall and an increase in the operation costs.
2. Define and represent the problem-understanding the factors such as e-commerce competition, shifts in consumer behaviour and inflation.
3. Explore possible strategies-adopting digital transformation and improving customer experience, or finding other income generators.
4. Acts on strategies- Implementing omnichannel approaches, loyalty programs, and cost-cutting measures.
5. Look back and evaluate-measuring success by key performance indicators (KPIs), such as sales growth, foot traffic, and customer satisfaction.
Retailers can use IDEAL to construct structured actions by which to adjust productively toward external forces (Adair, 2019).
[bookmark: _Toc193370353]Conclusion
The UK high street retail sector is confronting severe challenges due to the changing customer preferences and social-economic conditions. Incidents like Brexit and inflationary pressure offer no scope for businesses to gain profitability. Increased demand for online presence reduces some of the retail businesses' number of customers. The main problem identified through the Bransford and Stein model (IDEAL model) is the reduced footfall and increased operational costs as explained in this report. Maintaining sustainability and continuous monitoring of changing customer preferences are vital for retail businesses to remain competitive. 


[bookmark: _Toc193370354]Recommendation
Embrace Digital Transformation
As opined by Mohapatraet al. (2024), retailers should implement omnichannel set-up enhanced e-commerce, AI-driven customer insights, and personalisation of the online shopping experience. They should consider investing in augmented reality for virtual trials and the development of mobile apps for seamless shopping. Using the social media platforms for enhancing the customer reach and selling products through mobile applications and string website are highly recommended for the businesses. The use of AI will help these businesses improve customer service operations and guide customers in making their purchase decisions (Proctor, 2019). 
Maintaining sustainability
Retail businesses are highly recommended to undertake sustainability measurements for better profitability and brand image. Aguet al. (2024) explained that businesses should change their packaging style, and reduce water and natural resources consumption by controlling its usage. Therefore, recycling of goods and materials will help to reduce operational cost and manage wastage. Maintaining transparency with all the stakeholders and promoting their sustainability measures through marketing campaigns utilising digital channels can be beneficial in this respect. 
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KPMG forecasts for the UK: GDP, inflation and unemployment

2023 2024 2025 2026
Real GDP 0.4 0.8 17 1.4
Consumer spending 0.4 1.0 1.8 1.4
Investment 0.3 1.8 23 23
Unemployment rate 4.0 43 43 4.2
Inflation 7.3 25 24 24

Base interest rate 5.25 4.75 4.00 3.50




image4.png
Contributions to change in the annual CPIH inflation rate, UK, between

December 2024 and January 2025

Transport

Food and non-alcoholic beverages

Education

Recreation and culture

Furniture and household goods:

Clothing and footwear

Communication

Restaurants and hotels

Health

Alcohol and tobacco

Miscellaneous goods and services

Housing and household services

of which owner occupiers housing costs

015

01

005

005

01

o1s

02 o0z 03
Percentage points




image1.png




image2.png




