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Executive Summary
This report has involved introducing the concept of the business environment and has documented the industrial background. A PESTEL analysis was done for estimating the possibility of business success of the John Lewis Partnership in the UK and for the same both positive and negative evaluations were done. Porter’s Diamond model was applied to the firm for understanding the chances of the organisation gaining a competitive advantage. Using the cultural web model, the culture of the organisation has been analysed. It is found that the business faces certain competitive threats. Recommendations have been provided to the organisation for a continual growth.
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The business environment comprises a combination of several forces and factors that affect the operation, development and growth of an organisation. Multitude of uncertainties and unpredictable events that affect business and influence the functioning of the same (Kinange and Patil, 2020). In this report, a PESTEL analysis of the selected organisation will be done for understanding the macro aspects affecting the business. The competition analysis and microenvironment will be evaluated with the support of Porter’s Five Forces Model. 
John Lewis Partnership is an employee-owned retail business in the UK that offers customers products like cosmetics, clothing, housewares accessories and others. There are 34 John Lewis shops and 332 stores for its subsidiary organisation Waitrose. The founder of the organisation is John Spedan Lewis in 1928. In 2022 the John Lewin Partnership generated an annual turnover of 10.8 billion GBP and it is evident that there has been a gradual increase in the revenue of the firm (Statista, 2022).  


Overview of the selected sector 
The selected sector in this study is the retail industry and this sector comprises individuals and businesses directly involved in the product and service selling to customers. Retail rectors comprise departmental stores, market stalls, internet retailers, supermarkets, shops and door-to-door sales (Hutton, 2021). In 2021, the UK had almost 557 thousand businesses in the wholesale and retail sectors. Among them, almost 600 large enterprises were found to employ 500 people or more (Statista, 2022). As a large number of organisations function in this sector, several people are employed in this industry. According to Brc (2018), almost 3 million people, which is 8% of the job in the UK, are in this sector and provide customers with services and goods for meeting their needs.  This sector is one of the important contributors to the economy of the country. Being an integral part of the UK’s economy and in 2020 it comprised 5.2% of the GDP.  Retail sales in the UK have almost doubled with a rapid rise in e-commerce and online sales when compared to the only 17% increase in UK’s population since 1998 and a 68% elevation in the country’s Household Disposable income (Ons, 2022).    


[bookmark: _Toc126923573]Main discussion
[bookmark: _Toc126923574]PESTEL Analysis
The PESTEL framework is known to be beneficial in analysing the macro factors in the business environment for estimation of the fact whether the same is unfavourable or supporting to carry out business operations. 
Political- Evaluating the corporate tax of the UK enables an understanding that conditions are favourable as the corporate tax rate has been falling since 2014 with the value remaining constant at 19% for the last five years (Trading economics, 2023). Thus, John Lewis Partnership can ensure greater profits and business by only expending 19% of its total revenue as payment of corporate tax in the UK. Besides the value for the political stability of the country has improved and reached a value of 0.54 (The global economy, 2023). It is an indication that there are limited chances of encountering political issues or interference that might affect smooth business conduction. Any instability in this value can raise the possibility of political disruption affecting the chances of business success.   
[image: ]
Figure 1: Political Stability Index of the UK
(Source: The global economy, 2023)
Economic- In the context of economic conditions, the price of products and services are rising at a rapid rate implying that the inflation rate is quite high. Although there has been a fall in the inflation rate from 10.7 to 10. 5% in December 2022 the current rate of inflation is quite high (Statista, 2023). This fact denotes the poor capability of customers or people in the country of making product and service purchases. The rising inflation, on the other hand, implies the flow of money in the economy, which is a positive sign for organisations running businesses.   If this is the condition, it will increasingly be difficult for John Lewis to increase the sales of their product and generate high revenue. The interest rate in the UK has also increased from 3.5% to 4% and the condition is unsupportive of John Lewis’s effective business (BBC, 2023). Because of the rising inflation rate the possibility of accessing loans at a cheaper rate for running the business might fall. Paying huge amounts as interest can lead the organisation to reduce its overall chances of profitability. On the other hand, if the assets of the organisation are invested in the bank greater interest margin can raise company wealth. 
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Figure 2: UK Interest Rate
(Source: BBC 2023)
Social-The population growth rate of the UK during 2021-2022 has been 0.34% and the total population in 2022 was 67,7336802. Although the population growth rate was higher in 2019 at 0.42% (Macrotrends, 2023). The positive value for population growth implies that potential customers for John Lewis Partnership are also increasing. This ensures the business that prospects of new customers making a purchase from the company are likely to improve leading the company to acquire a favourable position in the market. As the growth is not distinct or excessively high the chance of profits might not be very high. In the UK consumers have adopted a sustainable lifestyle in the last few years and it means. According to Deloitte (2021), one-third of UK consumers look for brands having high ethical and sustainable credentials.  It is essential for the organisation to run the business more ethically by aligning its operations with principles of corporate social responsibility. This can make the operation of the business more environmentally friendly and the inability to follow the same can damage brand image and reduce sales. 
Technological- It is estimated that within 2026 over 65 million people in the UK will make use of the internet with almost 62.86 people having access to the internet in 2021 (Statista, 2022). Additionally, the UK is a nation having the highest Web or internet penetration rate. Appropriate technology usage, especially the internet for marketing purposes and conducting e-commerce business, can be promising for John Lewis Partnership. However, there can be issues of security threats and chances of malware and hacking due to the use of online e-commerce businesses. 
Environment- Businesses in the UK engaged with the manufacturing process, vehicle washing, food production cleaning and others must ensure that if they release contaminated water and liquids, it should not cause further pollution (gov, 2023). It is important for businesses to abide by different environmental Acts in the UK that prevent firms from polluting the environment further. Following these environmental Acts can enable John Lewis to remain careful and reduce negative impacts on the environment and possibilities of pollution. This can also help the firm to maintain a reputation in the market, as UK customers prefer ethical and sustainable firms. 
Legal- Data breach that is misusing of information that is gathered by an organisation from employees, investors and customers or data theft issues are protected with the Data Protection Act 2018 (Gov, 2023).  As John Lewis Partnership operates business online, they need to strictly abide by the Data Protection Act in the UK so that customers can be assured of safety and security. Moreover, not following this Act can result in fines being charged against the organisation, which can increase unnecessary expenditure firm. A good brand image among customers can be maintained by John Lewis Partnership following such legal Acts. 
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This model assists analysts and managers in understanding the competitive landscape to guide future actions (Isabelle et al., 2020).
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Figure 3: Porter's five forces
(Source: CGMA, 2013)
Bargaining power of customers
The customer's bargaining power over John Lewis is high as their demand for quality goods at affordable price ranges is raising. They look for brands and manufacturers that manufacture and trade high-quality products at a convenient price range that do not create a burden on their monthly expenses. This is furthermore exacerbated due to the growing presence and influence of competitors in the same industry that offers competitive products and a considerable range (Rietveld and Schilling, 2021). It increases pressure for organisations like John Lewis to retain customers without foregoing their high-profit margin. Yet, it also allows John Lewis to create differentiation in product aspects to attract new customers and retain the existing ones.
Bargaining power of suppliers
The supplier's bargaining power in the clothing retail industry is moderate due to the presence of several buyers in the UK market involved in sales of apparel or garments like John Lewis. They have numerous options to trade their materials which poses threat to John Lewis, especially during the economic downturn. This requires it to maintain a long-term supplier relationship to reduce procurement costs. The company also needs to develop a contract with a number of suppliers to deal with fluctuation in the supply chain.
Threat of substitute products
There is a low threat of substitute products in the clothing industry because of unidentified substitutes available in the market. Therefore, John Lewis may not need to be afraid of possible substitutes and continue to run and grow the business. However, it should take into account other threats that it may encounter in near future due to changes in fashion trends and consumer demands.
Threat of new entrant
New entrant's threat to John Lewis is moderate. This is the reason that new entrants require huge investments to enter retain sector and develop wider networks to reach mass customers. However, with digitalisation and innovation, customer acquisition and retention have become more flexible that increasing the threat to John Lewis. New players in the market may attract customers who look for innovative offerings (Purchase and Volery, 2020). In order to handle this threat, the company can invest in research and development and focus on product innovation.
Competitive rivalry
There is high competition in the retail industry of the UK thus John Lewis faces a high level of threat from competitors. According to GlobalData (2023), the major competitors of John Lewis are Tesco, Sainsbury and Asda. They are major retailers in the UK that create challenges for John Lewis to sustain and thrive in the retail market. In order to deal with the identified competitors, John Lewis can take an active approach to provide efficient customers and bring differentiated aspects in product or pricing strategy. In this way, the high competition gives a chance to the company to explore different options for growth.
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The competitive advantages of business are estimated with the help of this Porter's diamond model enables the business to operate better than its rival in a region (Fernando, 2021). 
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Figure 4: Porter's Diamond Model
(Source: Fernando, 2021)  
Factor Conditions- The value of the UK corruption index has shown a decline from a value of 78 to 73 (Trading economics, 2023). A higher value denotes that the country is free from corruption and the declining value is therefore an implication that businesses operating in the UK might have to witness political upheavals. This can poorly affect the functioning of the John Lewis Partnership in the country.  
Demand Conditions- In the UK more than 80% of the population are digital buyers or make e-commerce purchases (Statista, 2023). Online shopping became ubiquitous over the last few decades and the scenario is not only in the UK. This implies that John Lewis has to focus on strengthening online sales and providing better choices and payment facilities from their online selling platforms.  
Firms Strategy, Structure and Rivalry- There is fierce competition among the UK retail firms in terms of price. This implies that the companies try to offer the best quality products to customers at the lowest possible price. The firms offer discounts on products for enhancing sales and ensuring customer satisfaction (Brc, 2020).  Thus, low price- high-quality strategy is utilised by the dominant business in the industry in capturing the market. 
Related and supporting industries- It might be difficult for John Lewis Partnership to acquire suppliers for running the business because the market for textile raw materials has declined in the UK. In 2020 the value of the UK’s textile supplies and raw materials fell to $1500.2 million from $2383.7 million in 2016 (IndustryARC, 2023). 


[bookmark: _Toc126923577]Cultural web
This tool maps organisational culture and aids in demonstrating how varied influences affect a business culture (Leadership Centre, 2023).
The cultural paradigm includes the core beliefs of an organisation that is supported by cultural influences. In John Lewis's context, the purpose of the business is to work in collaboration for a merrier world (John Lewis Partnership, 2023).
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Figure 5: Cultural web
(Source: Leadership Centre, 2023)
Stories
John Lewis has been adapting its business models with innovative practices to maintain its position in the retail sector. It has stories specific to the digitalisation of service, partnership plans, click and collect, and others that demonstrate its growth and transformation for maintaining efficiency.
Rituals and routines
John Lewis runs by core values that include doing the right thing, commitment towards everything, giving more than taking, maintaining identity and team working (John Lewis Partnership, 2023). These values become part of daily activities that is essential for maintaining an ethical culture.
Symbols
The brand name demonstrates how the business focuses on partnership working and takes employees as partners. It shows the organisation gives a specific position and identity to its employees as a part of its corporate social responsibility.
Organisational structures
JLP has an unusual organisational structure that includes independent press, employee councils and a profit-share scheme (Cathcart, 2013). The democratic structure shares the principles of sharing knowledge, power and gains. However, there is a risk of conflict between the employee councils and directors.
Power structures
Sharon White being the chairperson has the highest extent of power under who’s come the board of directors, leadership team as well as CEO and execute team (The Org, 2023). Directors in different positions or departments are present such as operation director, finance director, strategy and commercial development director, people director and reformation and technology officer Besides them, the key positions are finance service director as well as brand and marketing head, director of online trade, trading director and director of the store of the future. This makes the structure quite confusing to understand.
Controls systems
John Lewis focuses on quality and value thus it has an effective control system that looks after the quality of offerings based on the value it provides in the form of products (John Lewis Partnership, 2022). However, it needs a robust quality assurance process to review the quality of goods.


[bookmark: _Toc126923578]Recommendations
· It is recommended that John Lewis needs to determine the fair value of the offerings so that the pricing seems valuable in accordance with the goods' quality to attract customers in a competitive retail industry.
· It is suggested that effective culture management is crucial to operating a business successfully.
· John Lewis Partnership can deal with COVID-19 threats such as Asda and Ikea by focusing on online shopping (Bowden, 2023).
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It is concluded from the given study that John Lewis faces threats in the business environment due to external pressures. However, it also has certain opportunities that facilities its growth and provide a competitive advantage. From the analysis of micro factors, it is identified that there is high competition in the retail sector with the high bargaining power of customers. There is a moderate threat of new entrants while there is no threat from substitutes. From the cultural web model, it is determined that the business culture is mainly influenced by influences such as rituals, routines, stories, and symbols rather than power structure.
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