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The fashion industry has not been the same recently due to various external challenges. The sector is, in fact, currently in quite a difficult position due to the ongoing pandemic restrictions and various other global issues. The following report explores the various challenges facing the industry using strategic decision making and fact-finding tools. The report focuses on the case of River Island, a high street fashion brand in the UK. The information for the report has been collected from various secondary sources including Mintel, McKinsey, Forbes, and the Guardian. The findings of the report would help understand the direction to which the industry is currently headed towards. 
[bookmark: _Toc70037430]Impact of the pandemic
The fashion industry was one of the fastest growing sectors before the pandemic started in 2020 (Fibre2fashion, 2021). However, one might argue that the impact of the Brexit has also been quite damaging for the British fashion retailers. In 2019, the UK's Fashion industry was generating £118 billion in reevnues. It also accounted for 800,000 jobs in the UK economy. London was one of the main places for European fashion industry. The industry was growing at a CAGR of 5% till 2019 (Amed and Berg, 2021). 
In 2020, after the pandemic had hit the economy, the revenues generated in this sector dropped to £88 billion. According to Forbes (2021), “the level of contribution to the country's GDP is forecast to fall to £26.2 billion from £35 billion in 2019”. Around 174000 people in the UK retail sector had lost their jobs, a large percentage of which were employed in the fashion retail sector. One of the largest fashion brands, M&S, for instance, had to close down 7 of its stores in the UK and bring 100 more into the process of getting closed (Fibre2fashion, 2021). Hundreds of M&S employees would be losing their jobs by 2021 as a result. Burberry, another popular fashion retailer, had downsized its workforce by 500 employees as its sales were down by 20% (Hammer, 2021). As mentioned earlier, before the pandemic, the fashion industry was growing at a CAGR of 5%. However, in 2021 the growth is expected to be below 2% (Morgan, 2021). If the pandemic situation is not properly managed, around 80% of the apparel companies will find themselves in critical financial distress (Naik, 2021). Thus, it is safe to say that the pandemic has brought the industry to a cross road.
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The political factors affecting the fashion industry include the pandemic response strategies by the governments, the changes in foreign trade agreements, global trade wars and changes in corporate tax rates (Amed and Berg, 2021). 
The government’s pandemic response strategies have been debated due to the lack of foresightedness. For instance, the UK government had ignored some of the earlier warnings, which would have helped minimize the impact of the pandemic on the country’s economy and society (Hammer, 2021). Among the most affected businesses were the high street fashion retailers such as River Island. Due to the government-imposed restrictions, the high street fashion retailers could not physically operate. Also, because of the fact that many of these retailers do not have online distribution channels, they were affected quite negatively due to the pandemic restrictions (Amed and Berg, 2021). 
The Brexit has also affected the fashion industry in the UK. The UK fashion retailers source a significant percentage their materials from EU countries. When the UK was a part of the EU, it had the free access to the EU countries (Amed and Berg, 2021). As a result, the sourcing of the materials was a lot cheaper compared to sourcing them from other countries outside the EU. However, after the Brexit, the UK fashion retailers no longer have that advantage in Europe. This affects their supply chain and distribution networks (Hammer, 2021). Recently, over 400 fashion retailers including River Island have written to caution the PM about the negative long-term impact that the Brexit is going to have on the supply chain network in this sector (David and David, 2019). For instance, they are already facing an 8% to 10% increase in tariffs due to the no-deal Brexit terms. Not only that, the UK fashion retailers might even lose the European market due to the lower competitive advantage they would have over EU based retailers (Fibre2fashion, 2021). According to the representatives of the UKFT (2021), “without urgent attention these issues will jeopardize the immediate and long-term future of the sector”. 
Then comes the global trade wars. Recently, the US-China trade war and the ongoing tensions between NATO and Russia are some of the geo-political issues that might affect the growth and expansion of the fashion companies across different countries. For instance, Chinese customers have recently been boycotting H&M, causing a significant amount of loss for the company since China has been one of its biggest markets. Similarly, the US and some European countries have also been limiting the Chinese imports due to the labour rights issues. 
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The economy plays a crucial role in the growth and expansion of the fashion retail companies. For instance, the economic downturn after the announcement of Brexit and the pandemic had affected the people’s ability or intentions to purchase the more expensive high street apparels (David and David, 2019). In 2020, River Island had to announce more discounts than any other year before in order to increase the sales of its products.
Last year, the GDP of the UK had dropped by 9.9% (Amed and Berg, 2021). This led to poor market performance by most of the companies from different industries including the high street fashion retail sector. The economic downturn was one of the reasons for the sales to be all time low last year (Amed and Berg, 2021). Also, the Brexit had caused the UK fashion retailers to lose their economies of scale benefits in their operations in Europe (David and David, 2019). 
On a positive note, the UK economy is expected to grow by 4% this year and 7% the following year, which would give the fashion retailers the opportunity to make a quick recovery as well (Birkinshaw, 2004). Also, despite the current economic climate, the ecommerce sector has thrived so far. The online sales of apparels had increased by more than 213% since 2019 during the pandemic (Amed and Berg, 2021). If the high street fashion retailers can use this opportunity to their favor, they can make a quick comeback as well. 
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The social factors that are changing the landscape of the UK fashion industry include consumer behaviours, demands for sustainability, CSR issues, and declining trends towards brand loyalty (Thompson, Scott and Martin, 2017).
British fashion consumers nowadays expect value for the prices they pay. Which puts the fashion retailers at the risk of improving their value propositions (Statista, 2021). Also, because consumers nowadays have more access to information and have more options to choose from, therefore, they have greater control over product and service decisions (Thompson, Scott and Martin, 2017). For instance, M&S had topped the list of the biggest fashion retailers in the UK since 2016. However, this year, the company lost its position to Primark and Next. The customers have been avoiding M&S due to their obsolete product designs and less competitive value propositions (Morgan, 2021). Companies like River Island, Burberry and Armani on the other hand, had significant sales growth before the pandemic due to their more competitive value propositions. Thus, brand loyalty has been declining lately, while the customers are preferring independent retailers if they provide better products (Naik, 2021). 
Social and environmental sustainability and CSR have also been the driving forces in the UK fashion retail sector lately (Fibre2fashion, 2021). As mentioned earlier, the customers nowadays have more access to information and they know how the products they consume are getting sourced. They prefer brands that source their products in ethical and ecofriendly processes. Studies reveal that around 90% of the customers prefer ethically sourced and sustainable products over the others (Hammer, 2021). 85% of the customers change their purchase decisions if they find alternatives that are more environmental and socially sustainable. They also expect the businesses to act in more responsible manners (Morgan, 2021). For instance, H&M had to compensate its suppliers in the developing countries despite the pandemic caused financial difficulties. 
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The fashion retail sector in the UK is getting more updated with various retail and industrial technologies. For example, e-commerce has become more popular lately compared to the brick-and-mortal sellers. Various digital and data protection technologies are making e-commerce even easier (Amed and Berg, 2021). Virtual technologies are making it more affordable and effective to hire graphics designers on contract. Big Data and Data Analytics technologies are making it easier to collect information on the internal and external factors of the business environment and make strategic decisions that drive the business growth (Fibre2fashion, 2021). There has also been a significant growth in textile technologies lately, which makes it more affordable, efficient and sustainable to manufacture garments (Amed and Berg, 2021). Thus, the technological advancements are shaping the future of the fashion industry.
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As mentioned earlier, the fashion retailers have been facing external pressures to be more environmentally friendly. River Island, Burberry, Next Plc and many other companies have recently set their targets to minimize the emission levels (Naik, 2021). This involves limiting single use plastics for packaging and logistics purposes, and using shorter routes to supplying and distributing products. Other environmental strategies involve lowering the consumption of energy in the office facilities (Statista, 2021). While the initiatives are promising in the long-term context, but these initiatives are also increasing business overheads and capital spending in many ways. 
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The changes in labour laws, company law, consumer protection law and environmental laws will require the businesses to make relevant adjustments to their policies and practices (Thompson, Scott and Martin, 2017). The changes will lead to disruptions in the business operations, and thus, the performance of the companies will be affected. Also, the fashion retailers will also have to address these legislative changes in making strategic business decisions (McGee, Thomas and Wilson, 2006). 
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In this part of the report, Porter’s five forces analysis tool has been used for analyzing industry attractiveness. 
Threats of new entrants: The fashion industry does not have many market entry barriers. In fact, due to low capital requirements, more businesses are entering the sector with their own set of value propositions. Thus, the threats of new entrants are critically high in this sector (Fibre2fashion, 2021). 
Threats of substitutes: The substitutes of high street apparel are the conventional apparel. Also, the luxury or premium fashion clothing retailers are the substitutes in this sector. However, they do not pose any competitive threat to the high street fashion retailers because they do not replace the existing products in any way (Amed and Berg, 2021). 
Threats of rivals: The main rivals of the company include ASOS, HOF, New Look, ZARA, TOPMAN, Superdry PLC, G-Star Raw C.V, TOMS, AllSaints, and Anya Hindmarch. River Island only holds 1.8% of the total market share (Amed and Berg, 2021). However, it is also to be noted that the market is quite over saturated in the high street fashion industry. 
Buyer and supplier powers: The buyers are more knowledgeable of the products (Amed and Berg, 2021). Thus, the buyers have great control over the prices and other aspects of business in this sector. The suppliers on the other hand, also have significant influence on the supply chain of River Island (David and David, 2019). Thus, the organization is required to make decisions from stakeholders’ perspectives. 
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In conclusion, the external factors have made significant impact on the UK fashion industry, so much so that most businesses are currently facing uncertainties about their future and their financial sustainability. External factors, however, cannot be controlled by the businesses, and therefore, the best course of action for the UK fashion retailers would be to utilize the opportunities to their advantage. Thus, high street retailers such as River Island could focus on online sales and spend money accordingly. 
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