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[bookmark: _Toc66504540]Executive Summary
This report would give the readers an idea of the global business environment. This would identify the situation of the current pandemic COVID-19 in the fashion industry in the UK. A focal point is Next PLC in which the brief discussion would take place. The report is divided into two sections. The first section shows the impact of the pandemic on the fashion industry. Also, the PESTEL analysis shows the major forces that impact the fashion industry. In the second section, the discussion on opportunities and challenges has taken place depending on COVID-19. The SWOT analysis and Porter’s five forces model have identified what the key players of the fashion industry have done or currently doing in the pandemic. Overall, the report would show the current business environment of the UK fashion industry.      
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[bookmark: _Toc66504541]Introduction
The report is based on the global business environment. It refers to the environment of countries worldwide with factors like people, politics, culture, organisation, etc (Morrison, 2017). The business environment has been affected during the pandemic and this report identifies the impact of the pandemic in the fashion industry. These factors that have affected this industry will also be analysed with the PESTEL model. The second section of this report will let the readers know about the challenges and opportunities faced by the fashion industry because of the pandemic. Next PLC which is a clothing and footwear brand in the UK will be a focal point of the entire discussion with some other examples. Porter’s 5 forces model and SWOT Analysis will show the key players of the fashion industry and how some companies have defeated the obstacles better than others in the changing business environment. 
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[bookmark: _Toc66504543]1.1 Impact of the Pandemic in the Fashion Industry 
The pandemic has impacted the fashion and business industry in many aspects. Such as-

[bookmark: _Toc66655813]		Figure 1 Impact of the Pandemic 
Source: Own
The pandemic has impacted the fashion industry in some specific aspects majorly on frontline businesses. Due to lockdown from the beginning of the pandemic, the distribution channel has been affected drastically. Because most of the retail stores started a door-to-door business and lessen the middleman suppliers (Baker, 2020). The fashion brands transferred themselves into online business and customers also started to place an order online due to personal hygiene safety cautions.
The manufacturing sector has faced order cancellation because of a lack of materials and a less accurate supply of the basic components of clothing. Though the brands like Zara, Next Plc, M&S, etc who make their clothes with their materials have stored extra fabrics in warehouses due to fewer orders (Baker, 2020). Also, the sales rate got down because people were in less need of formal clothing and only bought clothes for special occasions like weddings, birthdays, ceremonies, etc. 
International fashion events like Paris Fashion Week, New York Fashion Week, London Fashion Week, Lakme Fashion Week, etc events got canceled or postponed because the public gathering is abandoned. Many events were either dismissed or postponed and this is why British Fashion Council announced in April 2020 that many events would be transferred online (Kontu and Watson, 2021) and develop a digital cultural fashion week collection for the fashion industry and fashion lovers. 
The necessity of regular purchasing has been closely gone negative due to the current pandemic. People are now buying clothes only they need and cutting the budget of regular offline shopping. The influence of social media has gone higher than ever during this pandemic because people are now fonder of buying stuff online and the fashion brands like Zara, ASOS, M&S, Next PLC, Ralph Lauren, Louis Vuitton, etc have used the power of social media to brand their clothes. 
The pandemic has impacted the fashion industry to drive them in social work such as donating clothes, deliver urgent needs globally, raise funds with the UN Foundation, provide immediate reliefs, etc. For example, brands like Prada, Dolce & Gabbana, Versace, etc have donated millions to the Red Cross of China. Social media has become a great help for small fashion brands to begin a new chapter of survival and increase their sales (Kontu and Watson, 2021). Also, this media is helping to create awareness and build a strong network to ensure safety and promoting PPE kits, masks, gloves, etc. 
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Fashion is influenced by many objects both materialistic and subconscious effects. This section will discuss the most influencing factors with PESTEL Model with a practical example of Next PLC and some other known fashion brands. Some major forces that have shaped the fashion industry are:
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Source: Own
These forces can be analysed with the help of PESTEL analysis. Political factors like import, export cost, tariffs, the impact of Brexit, etc can affect the force political flexibility of any country and most significantly the UK (Burns, Bryant and Mullet, 2019). The import tax is higher in the UK than in others. For most of the brands like Dolce & Gabanna, M&S’s sales are increasing because their manufacturers are from the UK, so the import cost is less so as the selling price.  Apart from this, the prime minister of the UK, Theresa May’s fashion has influenced the overall formal fashion statement of women. 
Economic factors of the PESTEL model like inflation, recession, interest rate, employment rate, per capita income, etc are the inside factors of the economic situation (Van-Tam, and Sellwood, , 2020). These factors affect the fashion industry in a great manner because the income of targeted customers is the main factor of sales. Next PLC is a brand that comes with customising options for both men and women at a reasonable price (nextplc.co.uk,2020). Brands like Next PLC can survive in the market if they consider these economic factors. The figure below shows the growth rate of the economy in the fashion industry based on E-commerce platforms: 
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[bookmark: _Toc66655815]Figure 3 Growth rate of the Fashion Industry in E-Commerce
Source: (Van-Tam, and Sellwood, 2020)
Social and technological factors of the PESTEL model state that celebrities, fashion forecasts, movies, and music are the major forces that drive the fashion industry of the UK (Knee and Bobgillespie, 2017). Music is a part of everyday life and social beings are attached and attracted to YouTube, so fashion brands now focus on social media marketing to reach more audiences to their content. In movies, for different situations and circumstances, the art of fashion changes from time to time. So, this force can shape the fashion industry more thoughtfully. Technological factors like AI, VR, Big data have helped to shape the fashion industry because people now know what their favourite celebrities are wearing, and they also have the option to customise their dresses according to their favourite celebrity. Fashion Forecasting can also be done through the help of technology. Because they can be utilized to gain inputs from designers, colour contrasting, discover new styles and patterns, etc (Rousso and Ostroff, 2018). 
For legal and environmental factors, the fashion industry is bound to follow some legal rules like export restrictions, tax restrictions, wage and worker regulations, inflation cost, etc. Also, to protect the environment, fashion brands are trying to make eco-friendly clothes that are reusable and do not negatively affect the soil when demolished.













[bookmark: _Toc66504545]2.0 Critical assessment of the opportunities and challenges of the fashion industry with Porter’s 5 Forces model and SWOT Analysis 
[bookmark: _Toc66504546]2.1 SWOT Analysis of the key players with major forces of the fashion industry
The SWOT analysis of the fashion industry of the UK and more precisely of Next PLC will help to identify the strengths, weaknesses, opportunities, and challenges or threats. The major forces of fashion that have been discussed were celebrities, music, and movie, economic and political condition, fashion forecast, etc. Product innovation is the key strength of Next PLC and it has a strong brand portfolio that attracts customers. It provides a customisation option on all of its products and customers can mix and match the outfit with collaborating with their favourite celebrities (Wigley, 2020). It has a strong cost and quality control that gives Next PLC a great opportunity to create a great distribution network. 
But due to COVID-19, the economic condition factor is not in the favour of the fashion industry. The inventory has become higher than competitors like M&S, ASOS, etc due to fewer sales during the pandemic. Also, the profitability ratio and net contribution percentage are below the industry average. It needs more technological resources that is a weakness than ASOS. ASOS has a huge technological resource and improving day by day. The R&D sector is below average comparing to M&S, ASOS, Burberry, Arcadia, etc (nextplc.co.uk,2020). 
The pandemic has created an opportunity to develop in the online sector. Digital media and social media are a great opportunity to build up direct customer engagement. If Next PLC develops its technological and R&D sector, there is an option to regain the economic condition like before that has been decreased from 77.6 share price to 72.8 share price (Dierks and Tapken, 2020). Dolce & Gabanna, Farfetch, MatchFashion, ASOS, etc are some brands that are more online than offline based and during the pandemic, they have focused more on the digital media to increase customer engagement and using this opportunity of sales.  The current political stability can also help the fashion industry because the rates of import-export costs have been decreased to ensure smoother distribution globally. It can also use third parties for the supply chain and the developing technology like Artificial Intelligence, Virtual Reality, Big Data, etc to redesign its website and become more customer oriented. ASOS has utilised this opportunity of technological advancement in this pandemic. The opportunity of personalisation can help this industry and especially Next PLC to create brand loyalty because personalisation would let the customers get their desired products more easily with the option of choosing clothes reflecting their favourite music, movie, and celebs. M&S, ASOS, MatchFashion, Zalando, etc are giving personalisation and customisation options to the customers. Covid-19 is focused on SDG-3 good health and wellbeing and fashion brands like M&S, Victoria’s Secret, Next PLC, Burberry are now becoming more cautious about manufacturing the products with discounts to support needy people.  
The major challenge or threat COVID-19 has thrown to the fashion industry is offline event cancellation. Brands like Next PLC, Arcadia, M&S, ASOS, etc do fashion weeks to reach more audiences and do auctions as well. But COVID-19 has closed this door and now events are happening online with less audience, so the sales are also hampered. The currency fluctuation is also a challenge for this industry and affects the economic situation. H&M is cutting costs by closing stores to defeat economic challenges. ASOS, Fast Fashion Online, MatchFashion, etc are giving sales up to 70% sometimes to secure customer engagement. 
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Porter’s 5 forces analysis is used to know the internal opportunities and external challenges of industry or brand. Next PLC is considered one of the biggest fashion brands and the main competitors are M&S, Arcadia, ASOS, Burberry, etc. Porter’s 5 forces model analyse the factors of- 
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Source: Own 	
[bookmark: _Toc42578096]The power of buyers has been increased because during the pandemic many online stores are reigning in social media. So, Next PLC is a bit lacked behind because of a less online presence. ASOS is mostly based on digital platforms so it is defeating others by utilising technological advancement. The buyers have several options now so they can easily switch brands (King, 2020). The retail fashion industry cannot avoid push-down prices by the customers.  On the other hand, the power of suppliers has been decreased and the opportunity of utilising the third parties has increased. Next PLC’s suppliers have faced order cancellation due to fewer sales and production has also decreased. So, the bargaining power of the suppliers is not adding many much-challenging factors to the fashion industry (nextplc.co.uk,2020). Apart from Next PLC, M&S, ASOS, Burberry’s suppliers' power is also in a decreasing mode during the pandemic. 
The competitors of Next PLC are Marks & Spencer, ASOS, Burberry, Zara, Arcadia PLC, etc and most of them have utilised the technological advancement. ASOS is using the user interface and big data to collect information about the customers and offer a variety of clothing according to their preference (asos.com,2020). M&S is giving that opportunity to the customers that they can do colour contrast and make their costume. The pandemic has allowed these brands to promote themselves digitally and utilise the power of social media marketing with attractive content and features. 
The threat of new entries has increased in a huge amount on this pandemic because many online fashion pages are surrounded by social media especially on Facebook and Instagram stores. People buy clothes occasionally now these brands are offering many offers and promotional discounts that Next PLC does not. So, this is a challenge for these known brands. The threat of substitutes is quite similar because people are more attracted to online shopping than offline store visiting. So, brands like ASOS, M&S, Oasis, MissPap, etc are using this opportunity to develop their sales. So, if people can get their desired clothes in a faster way, then Next PLC would lack behind.  
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Conclusion
[bookmark: _Toc42578097]This report has shown the current situation of the UK fashion industry. The models like PESTEL have been used to show the major forces of fashion that impact the industry. Also, during COVID-19, how the fashion market has been impacted is shown in the report. The second section describes the opportunities and challenges that have been created by the current pandemic. Both SWOT analysis and Porter’s 5 forces model have given examples and shown the impact of the pandemic with the discussed major forces and the main focus was on Next PLC which is one of the leading fashion brands in the UK. Overall, the readers will get an idea of the impact of COVID-19 in the fashion industry through different models and examples. 
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