A critical analysis of external factors impacting High Street retailers in the UK
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The UK retail sector consists of businesses that involves direct selling to customers through small businesses, shops, supermarkets, market stalls, and online stores. Retail stores are vital in town centres and high streets (Ward, 2025).
The high street has long been the centre of cities and towns where people find what they need. According to a survey in 2023, the importance of high street has deteriorated, and one third of customers believe that their local high street is not as it used to be (Statista Research Department, 2025).
The sector has faced continuous disruption since the 2008 financial crisis due to external factors like shifting consumer behaviour, economic recessions, and the rise of e-commerce. Also inflation and the continuing effect of COVID-19 increased living costs and  affected retail dynamics resulting in mass store closures (Ward, 2025). 
This report critically analyses these factors using PESTLE and SWOT models, with Debenhams as a case study.
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Debenhams was one of the largest UK retailors that struggled with dropping sales and profits, and high costs resulting in large debts that led to its closure in May, 2021 resulting in 12,000 job losses. Other affected major stores include: 
BHS, collapsed in 2016 causing a 11,000 job  losses and £571m pension deficit, and John Lewis that cut 1,500 jobs in 2020 to save £300m annually to restore profits. (Neate, 2020).
PESTLE Analysis:
PESTLE model examines external factors (Political, Economic, Sociological, Technological, Legal and Environmental) affecting businesses. It helps decision makers identify variables to be considered in strategic decisions for the development of the business (CIPD, 2024).
The aim of PESTLE analysis is to identify major macroeconomic changes impacting a company’s growth and helps businesses adapt to their potential shifts (Marmol and Feys, 2015).
The PESTLE model will be applied to the retail sector, focusing on Economic and Social factors that affected Debenhams.
Political Factors:
Government regulations and trade policies such as The Trade Bill and The Taxation (Cross-border Trade) Act, influence pricing and supply chains. Taxation like VAT and business rates directly affect retailers (Burt and Sparks, 2003).
Economic Factors:
Since the 2008 recession, the economy has been facing difficulties. Job losses, rising business rates and declining purchasing power have impacted sales and profitability (Thompson, 2013).  Inflation increased by 3%, while salaries remained between 2-2.5%. The weakening pound and rising rent costs in town centres further affected high street retailors (Neate, 2020). Also, COVID-19 accelerated online shopping worldwide (Manickum, 2023). Post-Brexit challenges including VAT costs, complex import/export regulations, shipping delays, and labour shortages,  affected product availability and pricing (Tatum, 2023).
Debenhams faced issues with unpaid rents of many stores, and stores with many useless franchise spaces (Hardy, 2023). Debenhams struggled with keeping up with its competitors as it failed to adapt to market changes became outdated, and the pandemic made its downfall faster. Geoff Rowley, the administrator, had stated that it was impossible to save Debenhams because of the economic challenges and the uncertainty of the UK retail sector (Butler, 2020).
Social Factors:
Customer behaviour and preferences have shifted towards sustainable and environmentally friendly products (SOLINK, 2024). Also, the rise in online shopping estimated at 25% of retail sales, reducing shoppers visiting high street stores. Customers claim that online shopping has cheaper options and larger selections than the high street (Statista Research Department, 2025). By 2018, consumers spent about £70 billion on online shopping, expected to reach £100 billion by 2021. This caused Debenhams to not sell as much since people have turned to online shopping rather than shopping in the high street (Neate, 2020). Debenhams could not adapt quick enough with the increase of online shopping (Thomas, 2020).
Technological Factors:
The adoption of new technologies like e-commerce platforms, supply chain management systems, digital payments, AI, and supply chain management systems are essential for enhancing retail efficiency (Makos, 2024a).
Legal Factors
The UK has several laws that affect retailers such as: employment and labour laws, trader and consumer protection regulations, tax policies, product quality and pricing (Thompson and McLarney, 2017).
Environmental Factors:
Energy use in transportation and during store operation time, as well as sustainability concerns impacted the retail sector (Burt and Sparks, 2003).
Advantages of PESTLE:
PESTLE provides practical, flexible, and productive analyses about a business’s future. Adopting this model helps in identifying opportunities and threats, and hence turning these into advantages (Marmol and Feys, 2015). 
Limitations of PESTLE:
Despite its wide use, PESTLE has some limitations. its broad scope makes  key factors difficult to recognise, so managers find themselves overwhelmed with the excessive information. It is sometimes unreliable because predictions don’t always match with reality, and managers are often forced to have a biased perspective that affects decision-making. Finally, while identifying market changes, it is difficult to measure their impact on a business (Marmol and Feys, 2015). 
SWOT analysis is a model used to identify and analyse internal and external problems of a business; it stands for Strengths, Weaknesses, Opportunities, and Threats (CIPD, 2025). Based on identifying strengths and weaknesses, the opportunities and threats can be identified accordingly (Helms and Nixon, 2010).
SWOT analysis for Debenhams
	Strengths
· Large product range attracted diverse customer.
· Wide range of services kept customers satisfied.
· Extending store network.

	Weaknesses
·  UK-focused stores limited business growth worldwide. 
· High operational costs.
· Relied on traditional retail and limited digital change.


	Opportunities
· Shifting to global fashion trends. 
· International expansion.
· Increasing online shopping.


	Threats
· Increase in counterfeit products affected brand reputation..
· rising operational costs due to wage increase.
· High competition locally and globally dropped prices and increased costs.













(Debenhams Retail PLC, 2016).
Advantages of SWOT 
SWOT analysis is flexible and simple that can be used by anyone. It helps businesses identify strengths and weaknesses, and finding ways to minimise threats, and maximise opportunities (Helms and Nixon, 2010). It allows the business to reach its potential and save its future (CIPD, 2025).
Limitation of SWOT analysis
Despite being simple, SWOT analysis can be tricky; managers, tend to either provide less or too much information than needed. This makes the analysis more complicated and the outcome not as useful. Also, the analysis might be based on assumptions that may be untrue, making it useless. It requires constant updating as change is fast, making it difficult to keep up with improvements constantly (CIPD, 2025). Finally, SWOT should be used alongside PESTLE because it does not analyse the external factors like PESTLE does (Makos, 2024b).
Porter’s Five Forces analysis is a useful tool that identifies the business’s strengths. It is used to evaluate the profit of new services or products, and can be used alongside PESTLE. The five forces are: supplier power, buyer power, competitive rivalry, the threat of substitution, and the threat of new entry. By analysing these forces, businesses manage to shift the balance of power in their favour (PESTLEanalysis Team, 2015).
Comparing Porter’s Five Forces and SWOT: they both identify a company’s strengths and weaknesses, however SWOT provides a broad evaluation of a business’s current and future situation and Porter’s Five Forces assesses competitive threats for a specific decision. When used with PESTLE, they enhance analysis and help businesses create stronger strategies (PESTLEanalysis Team, 2015).
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This report examined the external factors impacting UK high street retailers using PESTLE and SWOT, with Debenhams as a case study.
Findings reveal that economic instability, technological innovations, and changing consumer behaviour had a significant impact on traditional retail stores. Post-Brexit challenges, rising business cost, and shifting to online shopping applied more pressure on retailors, pushing many out of business (Tatum, 2023).
Debenhams struggled with adapting, and its downfall was led by rents and operational costs, limited adaptation to e-trade trends, and strong competition. The COVID-19 pandemic accelerated its downfall by revealing its weaknesses (Butler, 2020). 
High street retailers need to improve cost efficiency, adapt to digital transformation, and respond to change in customer behaviour (Makos, 2024a). Adopting strategies using models like PESTLE, SWOT and the Porter’s Five Forces, helps businesses to identify risks and opportunities, ensuring competitiveness and resilience in a quickly changing retail environment (PESTLEanalysis Team, 2015).
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From the previous analysis and the different challenges facing the British retail sector, the following strategies can be recommended:
Embracing omnichannel retailing
Retailors are encouraged to integrate e-trading into physical stores.  This can be done by utilising, for example, social media channels and also up-to-date digital touchpoints such as kiosks, smart shelf technologies or self-serve tablets. The immediate effect will better the shopping experience and it will help retailers to form strong relationships with their customers, while engaging with them through multiple platforms. This requires building partnership with e-commerce specialists in order to have a smooth integration between traditional and digital trading.  The cost of such change will be counter balanced by an increase in sales and profits (MuleSoft, 2024).
Sustainable retailing
Studies show the number of customers conscious about environmental and sustainability issues is growing. More than four-fifths of shoppers are willing to pay more for sustainable products (Davison, 2024). Therefore, retailers must take action and consider the environment and sustainability in their business.
Many countries are starting to apply regulations backing environmental issues and sustainability. This includes the UK’s Plastic Packaging Tax, which charges brands that use plastic packaging that contains less than 30% recycled plastic (HM Revenue & Customs, 2024).  
The coming years are expected to see stronger regulation, therefore it is essential for the retail industry to start thinking about sustainable strategies to minimize the effect this may have on retail products.
Different strategies can be adopted in this regard: investment in sustainable packaging, focusing on local and ethical sourcing and implementing a circular economy program.
Reporting a company's sustainability initiatives creates an environment of accountability and enables the identification of improvement areas. This in turn inspires more ambitious goals, promotes collaboration and drives innovation.
Studies show that investment in sustainable and environmentally friendly activities can reduce operational costs, and help businesses gain a competitive edge and attract eco-conscious consumers who care (Rafi, 2022).
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