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[bookmark: _Toc1214569061]Introduction
Over the last few years, British retailers have faced many challenges that have had a major impact on sales and business stability. Many businesses have closed down in the face of economic shocks, especially during the COVID-19 pandemic. But, as it turned out, COVID-19 was only the beginning of hard times. The economic crisis, recession, rising inflation, high credit rates and ever-increasing prices are hitting all businesses big and especially small hard. The year 2025 is shaping up to be a year of change and many businesses are already starting to recover from the declining performance of the last 6 years and are struggling to get back to their previous results .
This report will provide more detailed statistics on the current situation of high street retailers, gather statistics on some of them and also, using the tools learned in this module, critically analyze the whole situation with SWOT and PESTLE techniques. A critical analysis of the external factors affecting retailers in Britain will be presented. Economic, social, environmental, technological and legal factors will be considered. Recommendations will be made for future developments for retailers to improve their stability and financial performance.
[bookmark: _Toc1333798121]Findings
To this day, shopping remains one of the most popular pastimes in the United Kingdom. According to statistics for 2024, consumers spent £517 billion on in-store purchases. Despite this, retailers in Britain are experiencing difficulties and changes due to changing consumer behaviour, rising business costs, fierce competition and changing rules and regulations. Disappointing sales and a complete restructuring by WHSmith only highlight the tragic nature of the situation (Coface, 2025).
WHSmith recently announced major changes to the company, indicating that the situation for some retailers looks difficult.
WHSmith is a British travel retailer mainly located in airports, railway stations, ports and other places with large numbers of tourists. It mainly sells magazines, books, stationery and other entertainment items. In addition to its main locations, WHSmith is also widespread on the streets of the United Kingdom, but recent news indicates that this retailer is selling its chain to Modella Capital for £76 million and will be renamed TG Jones. Furthermore, the half-year results released in April showed a 25% decline in profits. (Williams, 2025). This news shows how bad things are for a major retailer like WHSmith. Unfortunately, it is not the only major retailer experiencing difficulties lately.
67% of financial directors were surveyed and stated that they would raise prices for their products from April 2025 due to an increase in national insurance contributions amid growing pressure on the finance minister. As a result, clothing retailer Next announced that it would raise prices by 1% to cover part of the costs associated with the increase in salaries and national insurance contributions (Clarke, 2025).
Next has said that UK growth is probably going to slow down because of higher taxes for employers, which will definitely affect the economy. The company expects costs to rise by £67 million due to increases in the minimum wage and national insurance contributions. To offset these costs, prices will be increased by 1%, which will recoup around £13 million, and a further £23 million could be saved by improving ‘work processes’ (Matchett, 2025).
River Island plans to close 33 of its 230 stores due to recent heavy losses caused by the decline in trade. The retailer attributes this to customers switching to online stores and rising costs of maintaining offline stores. Additionally, 71 more stores are at risk of closure unless a successful agreement is reached with landlords regarding more favourable rental terms (Saker-Clark, 2025).
The example of River Island's problem with customers moving to online stores highlights a very serious threat to traditional retailers: online stores. 
The COVID-19 pandemic has introduced new rules to the global market, including the UK. Due to restrictions on contact with other people and isolation at home, many businesses were forced to close, but many large players took advantage of the pandemic as an opportunity and completely switched to online services, which led to the rapid development of online shopping and a complete change in the rules of the game.
In the UK, more than 40% of sales are already made online in 2025, whereas just a few years ago this figure was less than 30%. Artificial Intelligence (AI) is also completely changing the rules in favour of online shopping. Virtual fittings, shopping recommendations, hyper-personalised experiences, fast delivery and seamless customer service are making online shopping increasingly popular and appealing, which is threatening all offline retailers (Times, 2025).
However, despite the difficult sales situation faced by most retailers, there are those who, even in such times, achieve good and even record sales results thanks to a well-thought-out strategy and a clear understanding of the market.
For example, Superdrug announced that in recent years, thanks to investments in its largest stores, it has been able to achieve a 25% increase in sales.
According to the company's data for 2024, sales grew by 7%, which significantly outperforms other retailers (Saker-Clark, 2025).
Looking at the sectors that have successfully increased their sales over the past few years, we can identify the top three leading sectors:
1. Specialized telecommunications equipment stores have shown a 44.4% increase since 2020.
2. Game and toy stores grew by 44% between 2020 and 2024.
3. Market stalls selling clothing are outpacing specialized fashion stores in terms of growth, showing 26.5% growth between 2020 and 2024 (SumUp, 2024).
Despite the good results of some retailers, statistics still show a decline in sales and store closures.
According to data, a total of 6,945 stores closed in 2024, which equates to 38 stores per day. However, taking into account new store openings, the net loss is 12 closed stores per day (Simpson, 2024).
As mentioned earlier, retail sales in 2024 amounted to £517 billion, which is 1.4% more than in 2023. For every pound spent in 2024:
- 39 pence went to grocery stores (1% more than in 2023);
- 11 pence went to clothing stores (0.1% less than in 2023);
- 9 pence went to automotive fuel (0.2% less than in 2023);
- 7 pence went to household goods (4.7% less than in 2023) (Ward, 2025).
Below is a graph showing changes in retail sales over the past 20 years.
[image: ]Picture 1: Retail sales, volume of sales, Jan 1997 - Mar 2025
Source: ONS series J5EK
A positive fact is that inflation in 2024 continued its downward trend and fell below the Bank of England's (BoE) target level of 2%.
A more detailed analysis from the ONS shows that inflation in the services sector remains the highest at 4.44%, while inflation for goods is only 0.7%. It is predicted that inflation will remain above the Bank of England's target of 2% in the future, and as a result, consumer prices could rise by 3.7% in the first half of 2025 (TokioMarine HCC, 2025).
[image: ]Picture 2: UK Consumer Price Inflation 
Source: ONS
Using SWOT analysis and the knowledge of its application studied in this module, the strengths and weaknesses of this situation with retailers were examined and identified, as well as the opportunities and threats that may affect the entire situation in the future (Po-Hsing Tseng and Pilcher, N., 2022).
Strengths:
1. Physical presence
2. Impulse purchases
3. Brand loyalty
Weaknesses:
1. High business costs
2. Limited supply
3. Dependence on physical presence
Opportunities:
1. Community building
2. Environmental friendliness
3. Store reformatting
Threats:
1. Rising rents and property taxes
2. Declining purchasing power
3. Declining interest among young people in physical stores
Using the knowledge gained in this module, a PESTLE analysis of the general situation will be conducted, identifying factors affecting retailers in the UK (Morita et al., 2023). 
Political:
1. Government policies
2. Tax
3. Industry regulations
4. Political stability
Economical:
1. Inflation
2. Interest rates 
3. Cost of living
4.  Labour costs 
5. Consumer spending habits
Social:
1. Consumer trends/tastes
2. Consumer buying habits
3. Lifestyle factors
4. Career attitudes
Technological:
1. Innovation
2. Upgrades 
3. Robotics 
4. Artificial Intelligence 
5. Security
Legal:
1. Employment law 
2. Common law 
3. Local labour law 
4. Health and safety regulations
Environmental:
1. Environmental restrictions
2. ESG (Environmental, Social and Governance)
3. Future pandemics
4. Ethical sourcing 
5. Transportation
[bookmark: _Toc1522274723]Conclusion
The study revealed the current problems faced by high street retailers and collected statistics on their losses and how they are coping with the current challenges. 
Based on all the information gathered, it is believed that many retailers are not in decline but are adapting to new realities and new consumer behaviour. Retailers are exploring new formats, optimizing processes, and implementing new technologies for further development and customer attraction (Retail Technology Show, 2025).
[bookmark: _Toc1258704346]Recommendations
After conducting research, recommendations will be provided to retailers on further actions that will help them better establish themselves in the market and show good growth.
The first recommendation will be to optimize online sales. Don't focus solely on physical business, but also on online business.
The second recommendation will be to invest in new technologies, business models, and partnerships.
The third recommendation is to unlock growth potential in competitive markets and find new sources of growth outside of the core business (PwC, 2024).
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