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PROBLEM SOLVING AND INNOVATION

Critical Analysis of External Factors Impacting High Street Retailers in the
UK

Introduction

The UK High Street has long been a cornerstone of retail, contributing to local economies,
employment, and social interaction. In recent years, however, it has faced mounting pressures
from structural changes in consumer behaviour, rapid digital disruption, and challenging
macroeconomic conditions. In 2024 alone, more than 13,000 stores permanently closed,
reflecting the rising costs, reduced financial support, and shifting consumer preferences that
have created a hostile environment for many independent businesses (Briggs, 2024). Against
this backdrop, this essay applies a PESTLE framework to examine the political, economic,
social, technological, legal, and environmental forces currently influencing High Street
retailers. These findings are then synthesised through a SWOT analysis to identify the
sector’s strengths, weaknesses, opportunities, and threats, before drawing conclusions and
recommendations for how retailers can adapt to an evolving retail landscape.

1.1 PESTLE Analysis

High Street retailers in the UK are currently influenced by a complex interplay of political,
economic, social, technological, legal, and environmental (PESTLE) factors. A PESTLE
analysis provides a structured framework for examining these external forces and
understanding how they shape organisational performance and long-term viability.
Commonly applied in strategic management, it helps senior leaders and policymakers
anticipate risks, identify opportunities, and guide decision-making in dynamic environments
(CIPD, 2025). In the context of the UK High Street, applying this framework highlights the
external pressures and potential levers that continue to redefine the retail landscape.

1.1.1 Political Factors

Government policy continues to weigh heavily on retailers. Business rates remain a
persistent challenge, with the standard multiplier set at 55.5p in the pound for 2025/26,
despite the continuation of some relief schemes (Gov.uk, 2025a). At the same time, the
government has introduced a new retail worker protection offence through the Crime and
Policing Bill, aimed at tackling the rise in shoplifting and violence against staff (BRC,
2025a). While positive for employee wellbeing, this may increase compliance and training
costs. Furthermore, planning reforms such as the creation of Use Class E have allowed easier
repurposing of retail premises, intensifying competition for prime sites but also enabling
greater flexibility for high street businesses (Planning Portal, 2025).

1.1.2 Economic Factors

Economic pressures represent a significant challenge for UK high street retailers,
encompassing rising operational costs, declining consumer spending power, and structural
vulnerabilities. These factors have collectively strained the financial resilience of both
independent and chain retailers.
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Rising Operational Costs: Operational expenses have escalated due to several factors. The
National Living Wage increased to £12.21 per hour in April 2025, raising labour costs for
businesses reliant on hourly-paid staff (Gov.uk, 2025a). Additionally, the Energy Bills
Discount Scheme, which provided support for energy costs, concluded on 31 March 2024,
leaving retailers exposed to fluctuating energy prices (Gov.uk, 2024). Business rates relief for
small retailers was reduced from 75% to 40% in the 2025/26 fiscal year, leading to higher
rate bills for many businesses (Gov.uk, 2025b).

Declining Consumer Spending Power: Consumer purchasing power has been eroded by
persistent inflation. The Consumer Prices Index rose by 3.6% in the 12 months to June 2025,
up from 3.4% in May, indicating a continued upward trend in living costs (ONS, 2025). This
inflationary pressure, coupled with stagnant wage growth, has resulted in reduced disposable
income for consumers, thereby affecting retail sales.

Structural Vulnerabilities: Beyond cyclical economic factors, structural issues have
exacerbated the challenges faced by high street retailers. The ongoing shift towards online
shopping has led to decreased footfall in physical stores, impacting sales volumes. Moreover,
many retailers have accumulated significant debt, which, in the face of declining revenues,
has heightened the risk of insolvency. For instance, the collapse of Quiz Clothing in February
2025, resulting in the closure of 23 stores and the loss of 200 jobs, underscores the financial
fragility of retailers under economic strain (Centre for Retail Research, 2025).

In summary, the economic landscape for UK high street retailers is characterised by
escalating operational costs, declining consumer spending power, and structural
vulnerabilities. These factors underscore the importance of the economic dimension within
the PESTLE framework, highlighting the need for strategic adaptations to navigate the
challenging retail environment.

1.1.3 Social and Behavioural Factors

Social and behavioural factors continue to significantly influence the performance of UK
high street retailers. Consumer demand exhibits volatility, with short-term increases often
followed by declines, underscoring the fragility of in-store traffic. For instance, Springboard
(2025) reported a 5.3% year-on-year increase in footfall in April 2025, attributed to
favourable weather and the timing of Easter. However, such gains are typically transient,
highlighting the challenges retailers face in maintaining consistent customer engagement.

Post-Brexit policy changes have further impacted consumer behaviour, particularly in the
luxury retail sector. The removal of tax-free shopping for international tourists has led to a
reduction in spending from overseas visitors, adversely affecting retailers that previously
relied on this segment (The Retail Bulletin, 2025).

Structural issues within retail operations have also contributed to the challenges faced by high
street retailers. Over-expansion during periods of economic growth has left many retailers
vulnerable during downturns. A notable example is New Look, a high street fashion chain
that announced plans to close nearly 100 stores in 2018, approximately a quarter of its total
outlets, due to changing consumer habits and unfavourable tax policies (Thomas, 2018).
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More recently, New Look's owners, Alcentra and Brait, have initiated discussions with
investment banks to explore a potential sale of the business, following unsolicited
approaches. This strategic review is expected to culminate in an auction process over the next
12 months (Retail Gazette, 2025).

These developments underscore the necessity for retailers to adopt flexible strategies that
respond to evolving social behaviours. Maintaining optimal store numbers, enhancing the in-
store experience, and integrating digital channels are critical to sustaining footfall and
fostering customer loyalty in a high street environment characterised by volatility and
changing preferences.

1.1.4 Technological Factors

Technological change continues to exert a profound impact on UK high street retailers, both
as a source of challenge and opportunity. Digital disruption remains a structural issue, with
online retail capturing a significant proportion of consumer spending. According to the Office
for National Statistics (ONS, 2025), internet sales as a share of total retail remain
substantially higher than pre-pandemic levels, creating sustained competition for physical
stores.

However, technology also provides opportunities for retailers to adapt and innovate. High
street stores can act as fulfilment hubs for online orders, enabling faster delivery and click-
and-collect services while maintaining a physical presence. Furthermore, the adoption of data
analytics allows retailers to optimise inventory management, forecast demand more
accurately, and tailor product offerings to consumer behaviour (ONS, 2025).

The emergence of new digital shopping formats has also reshaped consumer behaviour.
Platforms such as TikTok Live Shopping and Whatnot Live Shopping enable consumers to
purchase products directly through live streaming without leaving their homes. Retailers who
embrace these channels can engage younger audiences, increase online sales, and integrate
social commerce into their broader omnichannel strategy.

In summary, while technological shifts continue to challenge traditional high street models,
they also offer avenues for innovation. Retailers that effectively combine digital tools with
physical operations are better positioned to compete in an increasingly online-driven market.

1.1.5 Legal Factors

Legal and regulatory frameworks significantly affect retail operations. Employment
legislation, including wage policies, increases labour costs (Gov.uk, 2025a). Compliance with
consumer protection laws, such as the Consumer Rights Act 2015, and data protection
regulations under UK GDPR, is mandatory to avoid fines and reputational damage (Gov.uk,
2015; ICO, 2023). Licensing and health and safety regulations further influence operational
planning, particularly for food, alcohol, and entertainment retailers. Legal challenges,
including lease disputes or insolvency proceedings, disproportionately affect smaller retailers
with limited financial flexibility.
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1.1.6 Environmental Factors

Environmental considerations are increasingly shaping both consumer behaviour and
regulatory expectations. Sustainable practices, including energy efficiency, ethical sourcing,
and waste reduction, are becoming key determinants of consumer choice and brand
reputation (DEFRA, 2024). Legislative frameworks, such as the Environment Act 2021,
require businesses to manage waste, reduce plastic usage, and mitigate pollution (Gov.uk,
2021). Retailers that incorporate sustainability into operations can enhance customer loyalty,
access financial incentives, and differentiate themselves in a competitive market.

1.2 SWOT Analysis

The PESTLE analysis provides the foundation for a SWOT evaluation of external factors. To
fully understand the pressures and prospects facing High Street retailers, it is essential to
analyse the external environment in a structured way. A SWOT analysis provides an effective
framework for this by highlighting how external factors create both advantages and
constraints. By examining current political, economic, social, technological, legal, and
environmental influences, the SWOT approach allows for a balanced evaluation of where
High Street retailers can leverage external strengths and opportunities, as well as where they
remain vulnerable to weaknesses and threats.

1.2.1 Strengths

One of the main strengths for High Street retailers lies in the greater planning flexibility
provided by the creation of Use Class E, which allows premises to be repurposed more easily
between retail, cafés, offices, and other commercial uses (Planning Portal, 2025). This
enables businesses to experiment with mixed-use models, pop-ups, and experiential concepts
that revitalise High Street spaces. Furthermore, despite long-term declines in footfall, retailers
have shown they can still capture temporary surges. For example, Springboard (2025)
reported a 5.3% year-on-year increase in April 2025 footfall, driven by Easter timing and
good weather. Additionally, political focus on retail crime has resulted in the introduction of
a new retail worker protection offence within the Crime and Policing Bill, which, while
increasing compliance demands, is expected to improve staff safety and working conditions
(BRC, 2025a).

1.2.2 Weaknesses

On the other hand, structural weaknesses persist. Rising statutory costs remain a major
burden, with the National Living Wage increasing to £12.21 per hour for those aged 21 and
over in April 2025 (Gov.uk, 2025b). Alongside this, business rates continue to impose high
fixed costs, with the standard multiplier set at 55.5p in the pound for 2025/26 (Gov.uk,
2025a). Energy costs are also volatile following the withdrawal of the government’s Energy
Bills Discount Scheme in 2024, leaving retailers fully exposed to market fluctuations
(Gov.uk, 2024). Compounding these pressures is the continued strength of e-commerce, as
online sales remain significantly higher than pre-pandemic levels, which intensifies price
competition and reduces the margin potential of store-led sales (ONS, 2025).
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1.2.3 Opportunities

Despite these weaknesses, opportunities exist for retailers who adapt strategically. The
sustained prominence of online shopping creates the chance for High Street outlets to become
part of an integrated omni-channel model, serving as fulfilment and returns hubs to link
digital and physical demand (ONS, 2025). Selective location strategies also present
opportunities: retail parks and prime High Street sites have lower vacancy rates and attract
more resilient footfall compared to secondary or tertiary locations, enabling businesses to
trade up their estates (Knight Frank, 2025a; Knight Frank, 2025b). Moreover, while the UK
currently suffers from reduced tourist spending due to the removal of VAT-free shopping,
industry groups continue to lobby for its reinstatement, which could deliver significant gains
for retailers in tourist-heavy cities if the policy changes (The Retail Bulletin, 2025a).

1.2.4 Threats

Nevertheless, several external threats continue to weigh on retailers. The abolition of VAT-
free shopping in 2021 has already made the UK less competitive than EU peers for
international luxury and tourism retail (The Retail Bulletin, 2025b). At the same time,
ongoing government debates around business rates reform pose uncertainty, with proposals
potentially increasing liabilities for larger stores, threatening the viability of anchor tenants in
High Streets (The Times, 2025). Retail crime also remains a significant threat, with levels of
theft and violence against staff still high despite recent legislative changes, forcing retailers to
spend more on security measures (The Grocer, 2025). Finally, macroeconomic pressures
persist, with shop price inflation creeping back into positive territory in mid-2025, limiting
retailers’ ability to use discounting to stimulate demand (BRC, 2025b).

Conclusion

The SWOT analysis highlights that the external environment shaping the UK High Street is
inseparable from wider PESTLE influences. Political interventions, such as planning reforms
and retail crime legislation, provide some strengths but are counterbalanced by economic
weaknesses, including rising wages, business rates, and energy costs. Social trends, from
fluctuating footfall to reduced tourist spending, illustrate both opportunities and threats, while
technological disruption continues to challenge traditional store-led models. Legal changes,
particularly in labour law and staff protection, further raise compliance demands, and
environmental pressures around energy use and sustainability heighten operational costs.
Taken together, these PESTLE factors explain the balance of strengths, weaknesses,
opportunities, and threats faced by High Street retailers and frame the basis for the conclusion
and recommendations.

Conclusion and Recommendations

The UK High Street remains a vital part of local economies and communities, yet it faces
unprecedented challenges from shifting consumer behaviours, digital disruption, rising costs,
and regulatory pressures. A PESTLE and SWOT analysis shows that while retailers benefit
from community ties, heritage value, and renewed consumer interest in local shopping, they
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are also constrained by financial pressures, competition from e-commerce, and wider
economic uncertainty (PwC, 2023; BRC, 2024). These external forces underscore the need
for independent retailers to adapt strategically in order to survive and thrive.

To address these challenges, small retailers should diversify revenue streams through e-
commerce and subscription models, reducing reliance on in-store sales (Retail Economics,
2024). Strengthening customer relationships through personalised service and loyalty
initiatives can help differentiate them from online giants (Mintel, 2024). Embracing
technology, such as omni-channel integration, contactless payments, and data-driven
marketing, can improve efficiency while enhancing the customer experience (PwC, 2023). At
the same time, retailers must adopt more proactive marketing strategies across both
traditional and digital platforms (Deloitte, 2023), while maintaining strong financial
discipline to manage rising costs effectively (Briggs, 2024). Finally, seeking professional
guidance, industry collaboration, and policy support can provide the expertise and resources
needed to remain competitive (BRC, 2024).

By combining technological innovation with financial resilience, customer loyalty, and local
community value, independent High Street retailers can reposition themselves in a changing
retail landscape. Rather than being defined by decline, the future of the High Street can be
one of reinvention, if retailers adapt to external pressures with creativity, agility, and strategic
foresight.
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