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[bookmark: _Toc128985251]Introduction
The modern business environment is characterized by dynamic landscapes with far-reaching impacts on organisations, their operations, successes, and failures. The dynamics include information technology, pandemics, and corporate social responsibility and affect organisations, forcing them to change their strategies. According to Bala & Verma (2019), a business environment comprises external and internal factors in which a business operates. External environmental factors affect every business operating in a specific sector i.e. political environment. On the other hand, internal factors, i.e., customer and supplier, affect organisations from the inside. These factors are critical to a business's success or failure. That is why Successful organisations adapt to the changing business environment, as they know the importance of adapting to business environmental changes (Kotler et al., 2020). Furthermore, changes in the business environment bring challenges and opportunities in equal measure. In the article “Business change process," Harmon advises organisations to develop predictability mechanisms to help them address unanticipated challenges in business dynamism (Harmon 2019). The retail industry is one of the industries affected by different business environmental factors, which include:  economic, political, and legal factors, social, technological, global competition, and demographic. For example, political instability negatively impacts business operations, while increasing taxes affect the profitability of an organisation. Using the PESTEL and Porter's five forces, the current essay evaluates the effects of key business environmental factors on the success of businesses in the retail industry. 
[bookmark: _Toc128985252]Overview of the Retail Industry
[bookmark: _GoBack]The retail industry is the oldest and one of the largest industries in the world (De-Juan-Vigaray & Seguí, 2019). El Sayad (2022) defines the retail industry as an industry characterized by selling goods and services to consumers via different distributional channels with the sole purpose of making a profit. In the contemporary business environment, the retail industry has evolved. It now involves everything from finance, grocery, supermarkets, fashion, and e-commerce with players like Amazon and Alibaba to small local stores.  These stores can be high-traffic malls, online outlets, e-commerce websites, etc. In the United Kingdom (U.K.), the retail industry is an important sector of the economy. According to El Sayad (2022), in 2011, the retail industry contributed 20% to U.K.'s Gross Domestic product (GDP). Furthermore, retailing is the largest private sector employer in the U.K. It employs more than 3 million individuals, accounting for 10.5 % of the region’s workforce (El Sayad, 2022, p. 83). Data from Statista shows that in 2022, U.K.’s retailing industry was valued at £ 36.73 billion (El Sayad, 2022). The industry makes a significant contribution to the world economy in terms of employment opportunities and turnovers 
[bookmark: _Toc128985253]Models of Assessment
Businesses and managers use different models to assess the external environment of an organisation. Some of the parameters to consider when assessing an organisation’s eternal environment include:
· SWOT (strengths, weaknesses, opportunities, and threats)
· PESTLE (Political. Economic, Social, Technological, Legal, and Environment 
· PORTER'S five forces (Competitive rivals, new market entrants, suppliers, customers, and substitute products)
SWOT, PESTLE, and porters five forces help firms make decisions in different business environments.  In this case, the PESTLE model that considers politics, economics, society, technology, Legal and environmental factors, and Michael Porter's five forces will be used to analyze U.K.'s retail industry. 
[bookmark: _Toc128985254]PESTLE Framework
PESTLE refers to the Political, economic, social, technological, and legal analysis of an organisation or a business. It is the most generic version of PEST.  Wang et al. (2021, p.6) describe PESTLE as a framework tool for assessing and understanding the macro-external environment of an organisation in order to formulate an effective development strategy. Nandonde agrees with this description, he describes the PESTLE model as a framework that involves the collection and analysis of information on the external factors affecting an organisation or a business (Nandonde, 2019). It is the framework used to study the business climate of modern retailers in East African communities and how it affects the retailing industry (Nandonde, 2019).  The external forces of a business can affect an organisation in both positive and negative ways. Therefore, PESTLE analysis should be done regularly to understand the effects of external forces. 

[bookmark: _Toc128985255]Political factors
Political environment refers to the political trends affecting an organisation operating in a specific region or country (Nandonde, 2019). In the retail industry Political environment is influenced by the consumer advocacy group, government, and public opinion advocacy and includes monetary policies, political stability, restrictions government policies, and industry regulations. The decision to leave the European Union (E.U.) has led to uncertainties in the future due to the looming trade restrictions and the consequences of Brexit. The pound has also weakened, and profit margins have been affected. Even though the impact is medium, it threatens the retail industry. The competition commission controls competition in the U.K. market by ensuring organisations comply with the competition law and practices to avoid monopoly and cartel phenomena. Specifically, in the retail industry, the completion commission ensures fair trade between suppliers and the store, i.e., supermarkets. Before Brexit, retailing organisations had to comply with the U.K. and E.U. employment legislation, but now, they only have to comply with U.K. employment legislation.  
[bookmark: _Toc128985256]Economic Factors 
Economic factors affecting the retail industry include financial crisis, inflation, purchasing power, disposable income, and unemployment.  According to Phan (2021), the Economic development of a nation determines the frequency of retail activities.  For instance, e-commerce is an example of a retail industry that functions better in developed economies with better internet service, like the U.K., than in developing nations. A pandemic like the emergence of COVID-19 also affects the economic model of retail industries. The pandemic affected the purchasing power of consumers as many people lost employment and thus reduced disposable income.  Statistics from the Office of National Statistics (ONS) show that the retail industry recorded a 1.4% fall in sales in September 2022, 1.3 % short of the pre-covid level (Smith, 2022).  The Russian – Ukraine had also affected the supply chain   and raised the cost of living 
[bookmark: _Toc128985257]Sociocultural factors 
The socio-cultural factor is another business environment sector that affects the retail industry. Socio-cultural factors include cultural demographics, lifestyle, and d population trends, and crucial consumer parameters (Nandonde, 2019). These factors have a significant impact on the retail industry as they define how retail business activities take place.   The European population is aging as the number of retired individuals is rising (Eurostat, 2020).  The high life expectancy in the U.K. profoundly impacts the retail industry. According to Eurostat (2020),  older people consume less because of their low income and often look for cheap retailers.  Furthermore, the increase in longevity means that the working population will reduce. Technology advancement has also changed the shopping habits of consumers.  For example, smartphones and social media have led to the need for instant gratification. Therefore, instead of brick-and-mortar shopping, consumers purchase products in the comfort of their homes (Smith, 2022). This means that the retail industry has to invest in market research to develop an inclusive marketing approach 
[bookmark: _Toc128985258]Technological factors 
Technological advancement forces organisations in the retail sector to constantly review their strategies. Since the advent of the internet, the retail industry has witnessed the rise of online retail stores that have replaced the brick and mortar stores—for example, the development of e-commerce.  E-commerce is a section of the retail industry where transactions are done via an electronic network (Phan, 2021).   It is now an important element of the retail industry and depends so much on technology. Furthermore, engagement with digital technology has grown in the U.K. and continues to accelerate. The fact that consumers have embraced digital lives has changed how they interact with retail stores. Organisations in the retail industry have to keep up with the changing technological environment, i.e., investing in artificial intelligence, data analytics, and cyber security to protect their data from cybercriminals. 
[bookmark: _Toc128985259]Legal factors 
Legal factors that affect the retail industry include safety regulation, employment law, common law, and local labor law.  In the U.K., the minimum wage rate increase yearly, Compliance with the Modern Slavery Act is particularly important for the retail Industry, and the Introduction of workplace pensions are some of the major legal factors in retailing.  Compliance is critical for any form of business because an alteration to the laws is a costly affair for retail organisations. According to Phan (2021), major e-commerce retailers have a separate legal team to address legal concerns when they arise.  When organisations don’t comply with these laws, they may damage their reputation, leading to lawsuits and financial loss. It is, therefore, important for retail organisations to comply with all the laws put in place, including international laws.  
[bookmark: _Toc128985260]Environmental factors 
The retail manufacturing sector is a major contributor to greenhouse gas emissions? For instance, fuel sales in the retailing industry contribute to approximately ~50 MtCO2e (Dunbar, 2019). This has led to increased concerns about environmental issues and conscious consumers. Governments and consumers are becoming accustomed to sustainability issues and are now demanding eco-friendly products which have been responsibly sourced and can be recycled.  According to Smith (2022), sustainability in the fashion retail industry is a major concern for consumers, and retailers are forced to take responsibility for the waste produced in the industry.   Even though sustainability is seen as a high-cost option, the retail industry should be at the forefront of promoting sustainability for its consumers.  
[bookmark: _Toc128985261]Porter’s Five Forces
Michael Porter of Harvard business school developed the five forces model of competitive advantage in 1979 to explain how organisations can achieve and maintain a competitive advantage in their specific industries. It is a simple model for assessing the position and strength of an organisation. The model is based on the concept that every organisational strategy is bound to encounter threats and opportunities from the external environment (Bruijl, 2018). According to Porter, organisations can use these five imperative forces in their management. The five forces include: threats of new entrants, Rivalry of Existing competitors, the power of buyers, the power of suppliers, and substitute of services and products.
[bookmark: _Toc128985262]Rivalry of existing Competitors 
Rivalry of existing competitors is the extent to which competition affects the retail industry’s profit margin (Bruijl, 2018). It depends on how high the sustainable margins are, the basis on which organisations compete, and the intensity of the competition.  The retail industry, from fashion to supermarkets, faces intense competition.  The completion in the retail industry is high and characterized by competition over technological advancement, advertisements, consumer business behavior, etc.  In grocery retails, competition is strong, making it difficult to get into as it has become a race to the bottom (El Sayad, 2022). In the fashion retailing sector, there is a huge number of an organisation selling similar products with little innovation. Organisations that constantly innovate may achieve a competitive advantage over their competitors 
[bookmark: _Toc128985263]Threats of new market entrants 
Threats of new entrants refer to the barriers to entry to the retail industry. It is challenging for a new business to enter the U.K. retailing industry market because the retail section has been in the limelight over price wars, global rivalry (i.e., Brexit), and other contentious subjects (El Sayad, 2022). This makes it attractive for the already existing businesses as new entrants cannot easily become strong players in the industry. Imagine companies with big brand names like SAINSBURY, ASDA, and TESCO.  These are famous brands in the retail supermarket industry. It will be challenging and probably take many years for new entrants to challenge such big companies. According to Maulana et al. (2019), the more money and time needed for the new entrants to enter the market, the stronger the existing companies become, and their positions strengthened in the market. Therefore entering the U.K. retail market requires huge financial support to survive.
[bookmark: _Toc128985264]Power of Suppliers
The stronger the suppliers, the more value they want. They achieve more value by increasing prices and transferring costs to retailers. The powerful supplier will determine the profitability of the industry, which is not able to cope with the rising costs of products. In this case, the retail industry suppliers, especially in grocery and supermarkets, have enough power to regulate the U.K. retailing industry.   Suppliers are powerful in the retailing industry as they are critical to the supply chain. They determine the price of products and demand retail stores to pay a particular price for their services or products. A retail organisation that doesn't pay the set prices is not supplied with the good. However, larger retail stores like TESCO have a competitive advantage over small stores as they can force suppliers to adjust the prices. If suppliers don't give in to their request, they may be left with a small markets demography for their products 
[bookmark: _Toc128985265]Power of buyers/consumers 
Consumers are a powerful element in the retailing industry. They can drive prices down and get more value, request better quality or more products and services.  By determining the prices, they tend to force retailing organisations to compete with each other. However, Maulana et al. (2019) argue that to influence products and service prices, they must be organized and ready to negotiate with the relevant industries. In the U.K. retailing industry, the power of consumers and their bargaining power is strong than the retail companies. This is because most of the products and services in retailing organisations, i.e., supermarkets, groceries, and banks, are daily necessities for consumers and sensitive to price due to economic uncertainties. Therefore retailing organisations should keep in mind the power of the consumer and set prices that will satisfy consumers. 
[bookmark: _Toc128985266]Substitute of service and products
Substitute services and products have the same function as the ones in the existing market (Maulana et al., 2019). The threat of substitutes for the U.K. retail industry is low, making it an attractive market for established organisations. The retailing industry offers a wide range of products and services which makes it impossible to stop consumers from switching from one brand or organisation to another. However, organisations can maintain a competitive advantage by offering quality services and products that may force consumers to stick to one brand. 
[bookmark: _Toc128985267]Conclusion
Dynamic landscapes in the modern business environment, such as globalization, technological changes, and international laws, have increased the complexity of the retail industry. These dynamics have further led to the development of different technical and social actors in the markets. External environmental factors affect every business operating in a specific sector. To understand the impact of business environmental factor PESTLE framework has been applied during the analysis. Political, economic, sociocultural, Technological, legal and environmental have a huge impact of the performance and success of the retail industry. An analysis of the five U.K. retail markets using five porter forces shows that the industry has a few threats, strong supplier bargaining powered, and strong consumer bargaining power. The weak threat of new entrants. Thus it concluded that the U.K. retail industry is complex and highly competitive. It is dominated by large brands in banking, finance, supermarkets, etc., which are constantly evolving to meet consumer demands.
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