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[bookmark: _Toc66396582][bookmark: _Toc66809234]Introduction
The UK fashion industry is one of the major industries in the UK, which was worth around £59.8 billion in 2019 and is expected to generate annual revenue of £62.2 billion by 2021 (Shahbandeh, 2021). However, the projections have been disrupted as the coronavirus hit the UK fashion retail industry very hard and the stores' sales experienced a slump of 25.1% in 2020. The purpose of this report is to analyse the impact of Covid-19 and other major forces that have affected the business environment of the UK fashion retail industry. The Pestle and porter’s five forces analysis have been used to examine the impact on both macro and microenvironment of the fashion industry and the case study of Next Plc has been used. Lastly, the report also highlighted the challenges and opportunities that the major market players experienced and how they responded to those factors deploying the SWOT analysis. 













[bookmark: _Toc66809235]Task 01 Impact of the Major Forces resulting from the Pandemic on the Business Environment of the Fashion Industry: The case study of Next Plc
The coronavirus pandemic not only caused health hazards and death of many people all over the world but also caused financial trouble and the demise of many firms. The far-reaching impact of the production, sales, management, and other functions of the business has disrupted the operations of many businesses, especially when governments all over the globe, imposed lockdowns, which led to a standstill situation for the companies (Soni, 2020). While some companies like Amazon and Tesla, have seen tremendous growth in sales and share prices, many companies and industries were hit severely and the UK fashion industry was one of them. The pestle analysis will further shed light on the impact of the major forces.
	P
Political
	E
Economic
	S
Social
	T
Technological
	L
Legal
	E
Environmental

	1. Imposition of Lockdown
2. Brexit decision
	1.Unemployment rate 
2. Disposable income
3. Interest rate, 4. Exchange rate

	1.Preference for online sales
2.Demographic shift
3. Propensity to save
	1. Augmented reality
2. Automation
3. RFID technology 
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	1. General data protection act 2018
2. Consumer rights act
3.Employment-related act (like health and safety at work act 1974, equality act 2010, etc)
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[bookmark: _Toc66809274]Table 1: Pestle Analysis 
Source: Own
[bookmark: _Toc66809236]1.1 Pestle Analysis
[bookmark: _Toc66809237]1.1.1 Political Factors
Political decisions like imposing lockdowns have significantly impacted the industry and the company. The company's operation, especially the production and store operation had to be stopped almost immediately (Lupi, 2021). Besides, the company needed to arrange to facilitate working from home. In order to manage the remote teams, the company trained its manager and provided them with technological and infrastructural support so that they can carry out their responsibilities well (Meiners, Ringleb, and Edwards, 2021). The implementation of the hard Brexit will affect the company’s operation in the EU countries, for which the company needs to prepare itself.
[bookmark: _Toc66809238]1.1.2 Economic Factors
The economic environment of the business was the most affected because the pandemic affected the GDP, unemployment rate, disposable income, interest rate, exchange rate, etc. (Chakraborty, and Biswas, 2020). The pandemic slashed the sales of Next plc significantly, which prompted the company to terminate jobs that had affected the work environment. Besides, the exchange rates have become volatile, which has threatened the profitability of the company because it needs to engage in international financial transactions (Meiners, Ringleb, and Edwards, 2021). Another economic factor that has shaped the business environment of the company was the lower interest rates, which caused the company to contemplate changing its capital structure to take advantage of the situation.
[bookmark: _Toc66809239]1.1.3 Social Factors:
The quicker spread of the virus and the long time to develop the vaccine caused many of the customers to think that things will never get back to normal. Besides, everyone around was losing jobs, which instigated the propensity of saving among many customers rather than spending, which had adversely affected the sales (Soni, 2020). However, when the vaccine had come to the market and things started to fall into place, the post-covid behaviour propelled people to buy online rather than going to fashion stores, which has caused the companies to strengthen their online presence including Next Plc (Kelly and Ashwin, 2020). Besides, the rise of the elderly population is driving the company to consider adapting its products and services to serve this segment of the market.
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[bookmark: _Toc66809279]Figure 1: Changing demographics of the UK population 
Source: (Ons.gov.uk, 2021)
[bookmark: _Toc66809240]1.1.4 Technological Factors
The technological aspects have also been touched by the pandemic, which has shaped the business environment. The company had to make improvements in its app and website and invest in SEO so that the company can direct the consumer traffic to the company and serve the customers well (Kelly and Ashwin, 2020). Besides, Next Plc had to provide the means to the employees so that they can work from home and continue to contribute. Technological advancements like AR, blockchain, automation, and robotics, etc. are offering the company a range of opportunities to enhance its operations (Mileva, 2021).
[bookmark: _Toc66809241]1.1.5 Legal Factors
The rise of hacker and data security breaches during the pandemic has raised new concerns. Also, the misuse of personal data led the authorities to strengthen the data protection act by modifying it (Iwona, 2020). Hence, the regulatory body caused the company to reinforce its firewall to protect consumer data. Besides, the authorities have emphasised the health and safety at work act and required the company to abide by the rules to safeguard the employees.

[bookmark: _Toc66809280]Figure 2: Legal regulations 
Source: Own
[bookmark: _Toc66809242]1.1.6 Environmental Factors
The pandemic has also shown how pure the air could be during the lockdown, which caused the government and the stakeholders to look at the impacts of the commercial operations on the environment (Lupi, 2021). This has led the stakeholders to force the company to reduce its environmental footprint and use less water while producing the garments because water scarcity will jeopardise the sustainability of human lives on the planet.
[bookmark: _Toc66809243]1.2 Porter's five forces
The pandemic and major forces have also affected the competitive landscape of Next Plc, which has been evaluated using Porter's five forces model.
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[bookmark: _Toc66809281]Figure 3: Porter’s five forces model
Source: (Asad, 2020)
[bookmark: _Toc66809244]1.2.1 Competitive Rivalry
The pandemic has slowed the growth of the UK fashion retail industry, which has propelled the companies to compete harder to grab more market share in order to grow (Kelly and Ashwin, 2020). The high fixed costs (which the company continued to incur even if the operations were stopped during the pandemic) and exit barriers due to heavy investments are two major reasons, why competitive rivalry has gone up in recent times (Meiners, Ringleb, and Edwards, 2021). Due to Brexit, the company will face some restrictions in operating outside the UK, which undermined the competitive position of the company against EU companies like LVMH, Zalando SE, etc. 
[bookmark: _Toc66809245]1.2.2 Threat of New Entrants
The threat of new entrants has increased because it takes a little investment to open online stores and in the age of communication technology, access to either customer or supplier is not difficult, which has further strengthened this force (Cokins, 2017). However, if the operation through physical stores is concerned, the entry barriers are still high.
[bookmark: _Toc66809246]1.2.3 Customers Bargaining Power
The increase in the number of online fashion selling stores has increased the bargaining power of the customers because the customers can choose from a large variety of brands (Iwona, 2020). Besides, some employees who lost their jobs in the fashion sector opened new online stores and the consumers prefer them because these shops take care of personalisation, and hence, the switching costs of the consumer fell down. 
[bookmark: _Toc66809247]1.2.4 Supplier’s Bargaining Power:
The bargaining power of the supplier has gone down because the high fixed costs in the supplier’s industry are forcing them to bid lower to get orders from the UK or European clients (Smith, 2018). 
[bookmark: _Toc66809248]1.2.5 Threat of Substitution 
The threat of substitution has increased because people are preferring more affordable clothes as the pandemic has reduced their income significantly (Asad, 2020). Besides, the price-performance ratio of alternative products is competitive, which is why this threat has increased.







[bookmark: _Toc66809249]

Task 2: Response of the Key Players to the Major Opportunities and Challenges presented to them
The global pandemic and other major forces have presented many opportunities and challenges; however, while some companies responded in a better way, some failed to adapt, which has affected their competitive position in the market.
[bookmark: _Toc66809250]2.1 SWOT Analysis
[bookmark: _Toc66809251]2.1.1 Strengths 
The company’s physical presence through stores has been one of its major strengths, which the pandemic affected because the company had to close its stores, and even after the lockdowns have been lifted, consumers visit the crowded place less (Iwona, 2020). Next plc. along with other major players like M&S, Primark, Tesco, Asda, etc. have responded to this factor by taking safety measures at their stores so that employees and customers can maintain social distancing. Besides, the financial position of the company has also been a strength, which has been impacted by the major forces (Meiners, Ringleb, and Edwards, 2021). The financial losses that the company and major players suffered have shaken their financial position, which has disrupted the expansion plans of the companies. 
[bookmark: _Toc66809252]2.1.2 Weaknesses
As the company’s presence outside Europe is poor, its sales are not diversified and which is why the company suffered huge losses during the pandemic (Shahbandeh, 2021). While some companies like LVMH, Zara, H&M have opened stores in many regions, some companies like M&S, Next plc, Tesco, and Primark have failed to do so, which is why these companies are less capable of absorbing a macroeconomic shock or smooth out business cycle fluctuations (Cokins, 2017). The inability to diversify has resulted in a sales decline of 41% of next plc, 15.8% of M&S, and 14% of Primark. The online presence of the company is considered weak compared to that of ASOS, LVMH, Zara, M&S, etc. (Kelly and Ashwin, 2020).  While Next plc has decided to improve on this area by investing more money in social media management and online advertising, companies like Primark have declined to go online.
[bookmark: _Toc66809253]2.1.3 Opportunities:
When the customer could not go outside because of Coronavirus, the companies came to their houses through online sales and home delivery services, and as a consequence, the online sales skyrocketed while sales in the physical stores plummeted (Meiners, Ringleb and Edwards, 2021). This opened an opportunity to the UK fashion retailers like Next plc to enhance their capabilities to serve the customers online well, that is, they should easily find the website of the company, the website and apps are user friendly, the company responded quickly to online order and improved the home delivery services. Next plc and M&S adapted to this opportunity very well by strengthening the social media management operations, partnering with Instagram influencers, and investing in SEO (Chakraborty, and Biswas, 2020). However, companies like Primark responded poorly by declining to sell online and used “an increase in costs” as an excuse. Another opportunity was to develop products for the elderly customers and only M&S grabbed this opportunity and companies like Next Plc, Primark, Tesco did not respond very well. However, due to this strategy of M&S, many young customers consider it a brand for elder persons. The customers want to be treated individually and this opened an opportunity for harnessing personalization through incorporating Augmented reality in the apps (Mileva, 2021). While companies like Sephora and M&S came up with Augmented reality in their apps, companies like Next plc, Primark, and H&M did not. 
[bookmark: _Toc66809254]2.1.4 Threats
The pandemic has caused the company to facilitate the employees to work from home and this has presented a challenge in managing the remote teams. Managing the expectations of the employees and directing them has been a real challenge, which some companies like Next Plc and M&S responded to very well (Tarim, 2020). However, key market players like Primark failed to respond quickly as its technological infrastructure was not up-to-the-mark. The coronavirus has resulted in more unemployment and hence, it has been difficult for the companies to assure the employees that there will be no more job losses. The fear of job security has really undermined work morale and productivity (Meiners, Ringleb, and Edwards, 2021). Next plc has been able to keep up the employee morale by implementing change management in an organized manner; however, companies like Asda and Primark failed to do that.
[bookmark: _Toc66396584][bookmark: _Toc66809255]Conclusion
The analysis of the paperwork showed that the covid-19 and other major forces like Brexit, interest rates, exchange rate volatility, demographic shift, technological advancement, etc. have shaped the macro and microenvironment of businesses Like Next Plc. These factors have created both opportunities and threats and the success of the companies depended on how they respond to them. The analysis showed, while some companies adapted to the situation well, some companies could not and the leadership usually makes such differences. Next lc is known for its adaptability and flexibility and its ability to move forward, which is reflected in its response to opportunities and challenges. Lastly, the company should continue to drive its workforce and adapt to the changing competitive landscape so that it can remain competitive and sustain its business.
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