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The report explores the changes in the business environment in the UK and its impact on the fashion sector. The discussion also takes into consideration a locally operating company – TK Maxx. The purpose of the discussion is to critically analyse the contemporary changes in the business environment and the respective opportunities and threats which are delivered to business organisations, as the latter cannot function separately from the surrounding environment (Johnson et al., 2017). For multinational organisations, such as TK Maxx, which are present in different countries, the understanding of the business environment is even more important due to the specifics of each geographic market and the need to adapt organisational performance accordingly (Hill and Hult, 2019). In the UK, TK Maxx, which is a foreign subsidiary of the US-based TJ Maxx, is particularly exposed to the specifics of the external environment of the host economy (ecommerceDB, 2021). This is the case, as TK Maxx has significantly invested in physical stores (349 stores) and distribution channels which cannot be easily divested (Grahns, 2020). Considering this, having a wholly-owned subsidiary abroad requires a commitment to understanding the specifics of the local environment and adapting to them accordingly in order to maximise business performance and manage existing risks (Root, 1994). 
[bookmark: _Toc71065228]External environment in the UK
The characteristics of the external environment are typically classified in six main groups of factors – political, economic, social, technological, environmental and legal (Worthington and Britton, 2015). These variables are also taken into consideration when analysing the factors potentially affecting the fashion industry in the UK. 
From a political point of view, the UK is considered as a politically stable country. The overall conditions of doing business are quite positive due to the fact that the company ranks as the global leaders in terms of strong business environment. The main strengths include efficient public institutions, access to capital, favourable foreign trade conditions after the accomplishment of Brexit deal, rule of law, etc. (World Bank, 2020). Thus, the UK is ranked as one of top 10 economies for doing business globally (World Bank, 2020). The combination of these factors facilitates the process of business development in the UK with positive effects on the fashion industry, as well. 
The current economic situation is described as challenging. The COVID-19 pandemic caused a considerable decline in the level of GDP which fell by 15.6% in 2020 (ONS, 2021). Such recession has not been experienced for more than a century. Despite the relatively lower level of unemployment at just 4.9%, the decline in the income level is very significant and it is likely to negatively affect consumer spending in the near future (ONS, 2021). Having said this, the fashion industry is expected to suffer from low consumer demand after the decline in clothes sales by 25% in 2020 (BBC, 2020). At the current stage of development, Bank of England maintains very low levels of interest rates at a rate of just 0.1% (Bank of England, 2021). The low borrowing costs are exceptionally low and they are suggested to stimulate consumer spending and business investments; however, some time is necessary in order to achieve economic recovery from the pandemic. 
Social factors analyse different aspects which influence consumer demand (Worthington and Britton, 2015). Trends in the field of demographics are a very relevant factor. In the UK, the population size is 66.8 million people and growing (ONS, 2021). This means that the marketplace is relative large and there are expectations for increased consumer demand in the long-term due to increased population size. UK consumers also express increased preferences for product quality, diversity and sustainability of production (Stinson, 2020). Being “green” and engaging in ethical product sourcing, efficient processes and recycling are some of the factors of differentiation for sustainable fashion brands. In this light, consumers are less likely to engage in fast fashion and look for sustainable solutions (Stinson, 2020). Ethical clothing market in UK grew to a level of £50 million per year and the trend is for fast increase (Statista, 2019). This indicates evidence supporting the growth of ethical consumerism even in fashion context. 





Figure 1 – Ethnical clothing sales in the UK (£, million) 
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Source: Statista (2019)
Technological are worth being mentioned due to their impact on fashion industry. Amid the crisis, the growth of online retailing has been quite significant. On average, more than a third of all retail sales in the UK are conducted via the Internet (ONS, 2020). In respect to fashion products, this share increased by 124% or more than doubled amid the crisis (Stenzel, 2021). Thus, the traditional brick-and-mortar stores are increasingly being substituted with advanced online platforms and channels of retailing where customers access products online. Another significant technological trend refers to the growth in Big Data analytics. New developments, such as artificial intelligence and Big Data allows for the collection and analysis of customer-related data in real time (Rijmenam, 2014). As a result, fashion retailers are better able to monitor consumer trends and preferences, which are based on incoming real-time data, and make product, price and promotional adjustments to maximise demand and reduce unnecessary inventory (Rijmenam, 2014). Having said this, the use of Big Data is found to generate considerable improvements in the process of supply and overall productivity. 
As earlier mentioned, UK consumers are increasing more sensitive towards sustainable business models. In general, the UK has extensive regulations in various environmentally-related fields, such as waste management, reduction of greenhouse emissions, energy efficiency, pollution and waste management, recycling, etc. The country has an ambitious goal to become carbon neutral by 2050 (UK Government, 2019). All these initiatives require from businesses to comply with regulations in the field which increase the costs of doing business in the short-run due to the necessary investments. 
Finally, legal factors also affect business environment. As already mentioned the UK has a transparent and stable legal framework promoting business development. Yet, the comprehensive legal framework also poses some threats for businesses and the fashion sector is not an exclusion from the trend. As suggested by ICLG (2020), there are strict requirements to comply in the field of labour legislation, standards for health and safety, contractual specifics, working hours limitations, anti-discriminatory laws, etc. As a result, businesses have to undertake considerable investment in legal compliance; otherwise, they risk reputation and financial penalties. 
As discussed, the external environment in the country is quite diverse and the COVID-19 pandemic has impacted some key elements of the external environment. The next section provides an overview of the external opportunities and threats to the fashion sector as a part of the SWOT model.
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The SWOT model provides an opportunity to explore not only the main external opportunities and threats derived from the PESTEL analysis of the UK, but also the relevant internal strengths and weaknesses which are unique for the company under consideration – TK Maxx (Wheelen et al., 2018). 
TK Maxx has several specific advantages which differentiate the organisation in the marketplace. According to Nazir (2020), TK Maxx had very strong sales and increasing market share prior to the pandemic. The performance of a geographic expansion globally also contributed to the growth in revenue and supported performance during the crisis (TK Maxx, 2020). More importantly, TK Maxx is competitive in the marketplace due to its low-cost business model (TK Maxx, 2020). This has been a key advantage during the pandemic due to the declining purchasing power of UK consumers and preferences for value-for-money propositions. As shown below, TK Maxx brand is perceived as a low cost one, whereas the proposed value is quite reasonable; thereby, leading to an attractive value-for-money proposition (Giokarini, 2015). This is the case, as TK Maxx typically offers discounts reaching 60% in contrast to offers at department stores (TK Maxx, 2020). 
Figure 2 – Mapping fashion brands in the UK
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Source: Giokarini (2015) 
Having said this, the brand value has managed to increase in recent years up to a level of almost $6 billion – growth rate of almost 80% in the last several years (Brand Finance, 2017). This testifies for the increasing share of loyal customers even amid the pandemic. 
The internal weaknesses of TK Maxx are related to the generally low-level customer service level (MBA Skool, 2020). The dependence on physical stores is also worth being mentioned, as it demonstrated the organisational weakness to lockdown measures (TK Maxx, 2020). In the UK, In the UK, the brand has 349 physical stores and all of them were closed during the pandemic (Grahns, 2020). Moreover, the discount-based business model leads to very low profit margins for TK Maxx; thereby, exposing the organisation to financial stresses (Nazir, 2020). 
The opportunities are derived from the PESTEL analysis. The discussion demonstrated the positive impact of political stability, technological trends and demographic growth as a major social factor. Amid the pandemic, TK Maxx has facilitated the existing technological opportunities from the emergence of online sales channels. Officially, TK Maxx has online sales channels since 2009 (TK Maxx, 2020). However, their capacity was finally utilised after the closure of physical stores. Thus, the company executed online sales only for long periods in 2020 when lockdown measures were in force across the UK (Grahns, 2020). This is also seen by the growth of the online sales of the TJ Maxx group combining TK Maxx and the respective US-brand under the same umbrella. Year 2020 marked the largest increase in online revenue for the consortium as revenues already surpassed $192 million (ecommerceDB, 2021). Having said this, the external technological opportunities have helped TK Maxx address one of its main weaknesses – the excessive reliance on physical stores. Thus, the company is more diversified in terms of sales channels and flexible to respond to new pandemic waves. The strengthening of the online presence is also essential for adapting the company to the shifts in consumer preferences towards a more digital retail process as earlier mentioned (ONS, 2020). 
Figure 3 – Online sales growth of TJ Maxx
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Source: ecommerceDB (2021)
External threats, as explained in the PESTEL analysis, refer to the economic recession in the UK, changing consumer preferences, compliance with environmental and legal requirements which make the process of doing business more complex and costly. The business model of TK Maxx appears to be appropriate for a recessionary environment when consumers are more price sensitive and unwilling to spend excess resources for fashion products. This statement is evidenced by Butler (2020) who argues that TK Maxx already occupies the 6th position in the list of the largest fashion retailers in the UK. Thus, TK Maxx overtook Topshop and managed to grew in the ranking; thereby, showing the viability of its business model in a challenging economic environment (Butler, 2020). It is also important to note that the expansion can be supported by the availability of cheap lending due to the very insignificant borrowing costs of just 0.1% in the UK case (Bank of England, 2021). 
[bookmark: _Toc71065230]Conclusion 
To sum up, the discussion of research findings from the specific company and fashion industry demonstrate the importance of the external environment as a determinant of supply and demand. At the current stage of development, the demand for fashion is relatively weak due to the negative implications of the COVID-19 crisis. Nevertheless, these unfavourable external developments are not necessarily negative for the company, as the low-cost business model provides a competitive edge for the organisation which in turn has facilitated growth amid the pandemic. In addition, the relevant technological trends and customer preferences for online shopping have fueled growth in this segment. Thus, TK Maxx managed to diversify its online channels and access customers in more diversified ways. Overall, the external opportunities and threats have played the role of stimuli which have triggered important changes at the studied company. Thus, TK Maxx demonstrated a relatively strong performance in comparison to its competitors in the industry. Yet, the company should not stay complacent and constantly evolve depending on the most relevant external changes and dynamic forces for change. This is a key for understanding the available opportunities in the global marketplace. 
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