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[bookmark: _Toc69575377]Introduction
[bookmark: _Hlk68866574]The word Environmental analysis is used to describe the impacts of the external factors such as covid-19 and Brexit and internal elements such as the work culture of the organization on the effectiveness and the success rate of the company. The environmental analysis helps the organization to use the available resources to the fullest and prevent failures faced by the company. This report will explain the impacts of the external and the internal factors of the country the UK on the business of the company of fashion industry called as Arcadia. This effect is going to be explained with the help of models and theories such as the PESTEL, SWOT and Porter’s Five forces.
The company arcadia group was founded as a retail company which was founded in the year 1903 by Sir Philip Green. The company’s headquarters is located in London, the United Kingdom. The number of employees present in the company is 13,000 and it generates an annual income of 1818 million GBP (statista.com, 2021). The organization is also listed in primary listing of the London stock exchange market. 


[bookmark: _Toc68870348][bookmark: _Toc69575378]Analysis of the impact of the pandemic and explanation of the major forces that have shaped the business environment of the fashion industry.
[bookmark: _Toc68870349][bookmark: _Toc69575379]Porter’s 5 Forces 
The model Porter's Five Forces can be used to determine the success rate of any company in an industry by determining the different strengths and weaknesses of the company and the industry. 
[image: Drive Business Strategy & Competitiveness with Porter's Five Forces »  Disruptiv Nation]
Figure 1: Porter’s Five Forces
(Source: disruptivnation.com, 2017)

Porter's Five forces for the company Arcadia group is described as follows:
· Competitive Rivalry
The company Arcadia Group belongs to the industry of the country which deals with fashion, which is highly competitive. There are many companies which produce similar kind of products such as the companies H&M, and Debenhams. The competitor of Arcadia Group, H&M was able to generate a revenue of around 24.3 billion U.S. dollars in the year 2019 (statista.com, 2021). Therefore, it is concluded that the company Arcadia group has high chances of facing loss of customers as the customers can shift to some other brand with better products at a cheaper price. Hence, the factor Competitive rivalry acts as a strong force for the company Arcadia Group.

· Bargaining power of Customers
The people of the UK like to stay fashionable, which can help the fashion industry companies like Arcadia group to make huge sales and profit. However, there are many options to choose from when it comes to fashion. Therefore, the customers are able to buy a similar product from some other company in the industry other than the company Arcadia group. This can affect the profitability and the revenue of the company. Hence, it can be concluded that the power of Bargaining by the customers is a strong force in the case of the Arcadia group. 

· Bargaining power of Suppliers
Arcadia Group has many suppliers who supply the raw materials to the company for the manufacturing of the products. It has many suppliers, that can be called as the manufacturers of tier 1 (statista.com, 2020). Therefore, when it comes to the number of suppliers, Arcadia group has many trustworthy suppliers, hence if any 1 suppliers changes, it will not affect the company as such. Thus, the force of the power of Bargaining by the company’s suppliers is as a weak force for the company Arcadia group. 

· Threat of Substitution
The company Arcadia group has many other competitors in the industry which deals with fashion, such as H&M and Debenhams. Therefore, the people of the country get huge options to choose from and this can hugely affect the profitability and the revenue of the company. Therefore, the factor which deals with the threat of substitution is a strong force in the case of arcadia group. 

· The threat of New entrants
People always prefer to buy products at a cheaper price with better quality. This is even more prominent in industry, the need for some new trends and new clothes is everlasting. Therefore, if any new company comes into the market with better products at a better price, then it can obviously affect the profitability of the company Arcadia group. However, the company has been in the industry for a long time, and for any new company, to reach the standards which are already gained by the Arcadia group of going to be difficult. Thus, the factor which deals with the threat of the new entrants is a moderate force for Arcadia group. 


[bookmark: _Toc68870350][bookmark: _Toc69575380]Critically assessment of the opportunities and challenges that present to the key players in the fashion industry.
[bookmark: _Toc68870351][bookmark: _Toc69575381]PESTEL Analysis
	
    Element
	
               Factor
	
            Influence

	
      Political
	
· Political stability of the country is 0.47 (theglobaleconomy.com, 2020).
· The novel policies like the No-Trade policy developed after the introduction of the Brexit Movement.
	
The stability of the government in the country is between the proper range, this suggests that the company the Arcadia group should not face any hindrance from the political side to conduct their business. The introduction of the policy of no-trade developed due to the Brexit has created difficulties for the organization to conduct business across the countries of the UK and the EU. This has led to a reduction in the revenue of the company.  In the year 2016, The organisation had to face a loss of 1.2% in the revenue generated (arcadiagroup.co.uk 2021).

	

      Economic
	
· The GDP in the country in the year of 2019 was found to be 2829.11 USD Billion (tradingeconomics.com, 2020).
· The rate of taxes levied by the government of the country is 20% (gov.uk, 2020).
	
The GDP of the country is quite high, which shows  the people are quite rich and can afford to buy clothes from a big brand like the Arcadia group and the company does not have to face many losses. The low rates of tax, levied by the government of the country of the UK are quite low, which shows that the company can save money and not waste much money as tax.

	

        Social
	
· The value of disposable income of the population of the country is 35.33 thousand British pounds (statista.com, 2021).
· The mortality rate of the people of the UK during the covid-19 was 16% of the total number of people of the country (statista.com, 2021).
	
The high value of  disposable income among the population of the UK shows that the society of the country have money for purchasing goods from the Arcadia group (arcadiagroup.co.uk, 2021). The huge number of people who died due to the covid-19 can affect the sales and revenue of the company.  There was a reduction in the revenue generated by the organization in the year 2020, when, the revenue 1.5% less (statista.com, 2021). 

	

      Technological
	
· The country is highly advanced in the field of technology and innovations. 
· The revenue earned through online transactions in the country was found to be 100 billion British pounds in 2020, because of the social distancing policies of the impacts of covid-19 (bmj.com, 2020).
	
The UK was able to make many innovations and achievements in the field of technology in the recent years. The technological advancements can be used by the company the Arcadia group to introduce advanced features into the online services of the company during the pandemic when the people cannot visit the stores. After the pandemic hit the world, the people have also grown attracted to the online purchase of goods. The revenue on the online transaction of goods of Arcadia Group in 2020 was 137.4 million British pounds (statista.com, 2021).

	

    Environmental
	
· Control of Pollution Act, 1974
· Control of Pollution Act 1974.
	
Arcadia Group takes good care such that the company makes use of sustainable techniques of manufacturing the products, so  that the products do not harm the environment and are  biodegradable. Among the different forms of eco-friendly products of the company, the most famous ones are microfibers and WWF leather (arcadiagroup.co.uk, 2021).


	
         Legal
	
· National Minimum Wage Act, 1998.
· The Equality Act, 2010
	The company Arcadia Group makes sure that all the employees are paid equally for their job, irrespective of their gender and the country to which they belong. 


Table 1: PESTEL analysis of Arcadia Group
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Strengths
· Arcadia group has been in the fashion industry of the UK for a long time and the fashion trends and the quality of clothes of the company is very likeable among the people of the country of the United Kingdom. 
· The quality of services provided by the company to the customers is very good and the company also maintains good relations and communication with the customers, which helps the company to become one of the most preferred companies in the fashion industry of the UK (arcadiagroup.co.uk, 2021).


Weakness
· The number of people who dies due to the pandemic in the country of the UK was very high. This can bring about a decrease in the revenue generated by the company during the pandemic.
· The new policies due to the Brexit movement such as the policy of no-trade made it difficult for the company to continue trade across the border of the two countries, the UK and the EU. 
Opportunities
· The country of the UK is quite innovative and advanced in terms of new technology. This can be used by the company the Arcadia Group to develop new policies and advanced features into the online services of the company during the covid-19, when the customers cannot visit the stores.
· The company uses many policies which help to make the conditions of the society and the environment better, which can help to impress the customers and increase the revenue and profit generated the company. 
Threats
· The presence of many companies in the industry which produce similar products and services, can help the customers to deflect towards other brands and reduce the revenue of the Arcadia group.  
· The possibility of new policies such as the no-trade policy, due to the Brexit movement can make it even more difficult for the organization Arcadia group to conduct trade across the UK-EU border in the future. 
[bookmark: _Toc68870353][bookmark: _Toc69575383]Porters Value chain 

Primary Activities
· Inbound logistics- Arcadia Group possesses many stores across the country of the UK. The organisation also has many outlets, which contains about 2,500 stores and outlets in just the country of the UK itself.

· Operations- The company Arcadia Group has adopted many new techniques and models of operation like conducting the business over many platforms like online, in stores or outlets and an external retailer, to handle the impacts of the Covid and Brexit. 

· Outbound logistics- After the production of goods, the company send the finished products  to the stores and outlets across the UK to be supplied to the consumers. 

· Marketing and promotion- Arcadia group uses many methods for the promotion or marketing of the products, for example, advertisement over the television and the social media platform, such that it can reach the customers even during the pandemic.  

· Service- The services of the company is very good and has many advantages such as the same day delivery among the other fashion companies in the UK. The organization pf Arcadia group also ensures that the customers are satisfied by providing them with the policy of free shipping over a particular amount of bill. 


Support Activities
· Firm Infrastructure- The company, Arcadia group ensures that all the functions of the company are carried out efficiently and correctly. For this, the company has different departments too handle the matters of finance, law and operation. 

· Human Resource Management- Arcadia Group ensures that the employees who are hired in the company are well-skilled and well-trained before they can join the company. They also take care of the well-being of workers and ensure that they are always motivated in their work such that they give their best into their work. 

· Technology development- The UK is quite innovative and advanced in terms of technology. This helps the company Arcadia Group to keep their company upgraded with the latest technologies on a regular basis.

· Procurement- The company, Arcadia group possesses several suppliers, that can be called as manufacturers of tier 1. The organization ensures that it maintains a good quality and mode of communication and with these suppliers to ensure a good chain of supply continues with them.

 

[image: The Complete Guide to Value Chain Modeling | Smartsheet]
Figure 2: The different parts of the Porter’s Value Chain
(Source: thestreet.com, 2019)

[bookmark: _Toc68870354][bookmark: _Toc69575384]Explanation of why and how some firms have been able to adapt better than others to this changing business environment.
There are some fashion companies in the markets of the UK, which have been able to adapt to the various changes in the business environment such as the Covid-19 and the Brexit Movement as it had adopted a few reforms such as: 

· Upgradation of the policies of the company
The companies such as the H&M were able to adopt to the changes in the business environment as it had upgraded the policies of the company such as they introduced new policies to improve the online trade and also introduced more discounts on their products, such that they people stick to the brand and do not shift to some other low-cost brand.

· Improvement of the online transaction
The other companies in the industry also ensured that they improved the policies and the modes of conduction of online transaction of the goods, such that the social distancing for the covid-19 and the no trade policy of the Brexit, both do not act as barrier on the way of the business to continue their trade with the customers. 

· The policy of Early dispatch of the goods
The companies also ensures that they dispatched and shipped their goods early, so that the goods do not have to get delayed at the UK-EU border due to the various new policies between the two countries due to the Brexit movement. The early dispatch ensured that the customers were also happy and satisfied with the services of the company and the brand image of the company was also preserved. 


[bookmark: _Toc68870355][bookmark: _Toc69575385]
Conclusion
From this report, the conclusion can be reached that the Environmental analysis is used to describe the effects of the external factors such as covid-19 and Brexit and internal factors such as the work culture of the company on the effectiveness and the success rate of the company. The environmental analysis helps the company use the available resources to the fullest and reduce the chances of failure faced by the company. The effect of the external and internal factors is also explained with the help of models and theories such as the PESTEL, SWOT and Porter’s Five forces and the Porter's value chain, which helps the company to understand the effects of the primary and the secondary activities of the Arcadia Group. 
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