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Introduction
High street retailers across the UK are facing many challenges. Rising cost of living, changes to shopping habits, introduction and affordability of new technology and an increasing crime rate are making it harder for these businesses not only to stay profitable, but in some cases to survive. As customers continue to spend less, with more and more people shopping online, physical stores are feeling the pressure. 
This report will look at the main external factors which affect high street retailers using the PESTLE Framework. It focuses on three major challenges: 
1) Economic Instability (rising prices and lower consumer spending)
2) Technological changes (growth of online shopping and multi-channel strategies) 
3) Increasing crime rates (more shoplifing and security issues)

Finally, the report offers strategies to help retailers remain competitive. It will specifically examine Marks & Spencer (M&S), one of the most well known retailers in the UK. Despite its strong reputation, M&S is also affected by these challenges and needs to adapt to remain successful. 
Findings
PESLTE Analysis
	Factor
	Description
	Impact on M&S

	Political
	Post-Brexit regulations disrupt supply chains, raising operational costs.
	Higher expenses due to import delays and tariffs.

	
	Government policies on business rates and taxation reduce profitability.
	Increased financial strain.

	
	Lack of government action on retail crime forces M&S to invest more in security.
	Higher security costs.

	Economic
	Cost-of-living crisis reduces consumer spending on non-essential items.
	Lower sales in clothing and home products.

	
	Rising inflation increases operational expenses (energy, wages).
	Decreased profit margins.

	
	Discounts and promotions attract budget-conscious shoppers.
	Reduced profitability.

	Social
	More consumers prefer online shopping, reducing in-store footfall.
	Lower revenue from physical stores.

	
	Growing demand for ethical products pushes M&S to expand eco-friendly ranges.
	Increased investment in sustainable products.

	
	Younger consumers expect personalised, digital shopping experiences.
	Need for more advanced online services.

	Technological
	M&S invests in e-commerce and omnichannel services.
	Improved customer convenience and broader market reach.

	
	AI-powered personalisation recommends products online.
	Enhanced customer experience and loyalty.

	
	Self-checkout and cashierless technology streamline operations.
	Faster service, reduced staffing costs.

	Legal
	GDPR regulations require careful handling of customer data.
	Compliance costs and data protection measures.

	
	Weak retail crime laws lead M&S to hire private security.
	Increased security expenses.

	
	Employment regulations (e.g., wage increases) raise labour costs.
	Higher staffing expenses.

	Environmental
	Sustainability initiatives (recyclable packaging, food waste reduction).
	Improved brand reputation but higher costs.

	
	Commitment to net-zero carbon emissions by 2040.
	Long-term sustainability benefits.

	
	Rising energy costs make eco-friendly efforts more expensive.
	Financial pressure on green initiatives.



PESTLE Summary
The PESTLE analysis of M&S highlights several external factors that may influence its business operations. Politically, the company faces challeges from post-Brexit regulations and higher operational costs, particularly regarding imported goods (European Commission, 2023). The economic landscape, marked by the cost of living crisis and rising inflation has led to record consumer spending on non-essential products, inturn impacting M&S’s clothing and home sales. In response, M&S has resorted to offering discounts, which has affected profit margins. (UK Government, 2023.)
Socially, there is a shift towwards online shopping, it’s reduced in-store visits, whilst the demand for sustainable products has driven M&S to expand its eco-friendly offerings. Technologically, the company has made significant investments in e-commerce and digital services to enhance the customer experience, such as AI-powered product recommendations and cashierless stores. (Gartner, 2023).  However, rising energy costs and the financial strain from sustainability efforts remain challenges as M&S works towards being net-zero by 2040. (Marks & Spencer, 2024; Office for National Statistics (ONS), 2024).
PESTLE Analysis of Key Factors
1) Economic Instability (Inflation and Consumer Spending) 
Inflation has impacted M&S’s profitability. According to ONS (2024), UK inflation peaked at 7.9%, reducing consumers disposable income. As a result, shoppers prioritise essentials over discressionary spending, thus causing M&S’s non-food sales to decline. 

To counteract this, M&S has introduced:
i) Price Freezes – On core food items to retain customer loyalty
ii) Promotional Campaigns – Offering multi-buy deals to stimulate spendting

However, these strategies reduce profit margins and increase financial pressures. Additionally, higher energy and supplier costs force M&S to raise some prices, potentially deterring budget-conscious consumers. (Deloitte, 2024)
2) Technological Advancements (Shift to e-Commerce)
The pandemic accelerated the shift towards online shopping, and M&S has adapted by expanding its e-commerce platforms. The companies partnership with Ocado, the UK’s leading online grocery retailer, has boosted its digital food sales.  (Brynjolfsson, E. and McAfee, A., 2014)
Key technological initiatives:
i) Click and Collect Services – Allows customers to buy online and collect in-store, bridging the gao between digital and physical shopping. 
ii) Mobile App – Offers personalised discounts and loyalty rewards, imrpoving customer retention
iii) AI-Powered Insights – Helps M&S predict shopping trends and optimise stock levels. (Accenture, 2023).
While e-Commerce expansion has increased sales, it also presents challenges, including high deliver costs (reducing margin), and reduced in-store footfall which effects the viability of physical locations. (Kotler, P., Kartajaya, H. and Setiawan, I., 2016)
3) Rising Crime Rates
Retail crime has surged across the UK, and M&S has been significantly impacted. According to the British Retail Consortium (2024), shoplifting has increased by 27% in the past year, costing the sector over £1 billion annually, 
To combat the rising theft, M&S has implemented: 
i) RFID – Security tags added to items classed as “high value”
ii) CCTV – Increases in surveillance and increased security staff presence
iii) Staff Training – On Theft prevention and spotting signs. 
However, these measures also come at a financial cost, increasing operational expenses. Despite M&S’s efforts, theft remains a major issue, impacting profitability and staff morale. 
Conclusion
The Analysis reveals that M&S, like many high street retailers, are under significant pressure from many external factors. Economic instability driven by inflation and reduced consumer spending, has negatively impacted sales. M&S’s reliance on promotions and discounts just to attract shoppers has reduced its profit margins. (McKinsey & Company, 2024).
The growing dominance of e-Commerce has forced M&S to invest heavily in digital transformation, which has enhanced its online presence, but has reduced in-store footfall. (Naylor, M., 2015.)
Additionally, the shoplifting crisis poses a major financial challenge, increasing security costs and impacting staff safety. 
To remain competitive, M&S must:
1) Strengthen its customer experience strategy by intergrating online and in-store expereinces. (Marks & Spencer, 2023.)
2) Enhance security measures with AI surveillance to reduce theft.
3) Expand its value and eco-friendly product ranges to attract budget-conscious and ethical consumers. 


Recommendations
1) Strengthen customer experience strategy
To bridge the gap between online and physical shopping, M&S should enhance its omnichannel services. Sustaining Innovation – This initiative enhances the existing customer experience and helps M&S maintain its market position. (Blythe, J., 2012.)
i) Initiative: Introduce exclusive in-store events or promotions (e.g., tasting sessions, fashion previews) to drive footfall.
ii) Cost: Approx. £100,000 for event marketing and staff.
iii) Impact: Increased in-store visits, higher sales, and improved customer loyalty.
The Stakeholder Theory, proposed by R. Edward Freeman (1984), argues that companies should consider the interests of all stakeholders, not just shareholders, when making decisions. In the case of Marks & Spencer (M&S), the key stakeholders include:
i) Customers benefit from a more engaging shopping experience.
ii) Employees may see improved morale due to increased foot traffic.
iii) Investors benefit from potential sales growth.

2) AI-Powered Security Measures
To combat theft, M&S should invest in AI-driven surveillance systems.
i) Initiative: Use facial recognition technology to detect repeat offenders and alert staff in real time.
ii) Cost: Initial investment of £70,000 for AI implementation.
iii) Impact: Reduced theft incidents, improved staff safety, and financial savings.
Stakeholder Impact:
i) Employees benefit from enhanced safety and reduced risk.
ii) Customers enjoy a more secure shopping environment.
iii) Investors gain from reduced financial losses.

Incremental innovation – The adoption of AI security represents a gradual enhancement of internal processes.
3) Expand value and sustainable product lines

Consumers increasingly demand affordable and ethical products. M&S should expand its “Plant Kitchen” range with competitively priced, eco-friendly items.
i) Initiative: Introduce budget-friendly vegan meal deals to attract cost-conscious, health-focused shoppers.
ii) Cost: Approx. £200,000 for product development and marketing.
iii) Impact: Increased sales, enhanced brand reputation, and customer loyalty.

Stakeholder Impact:
i) Customers benefit from affordable and sustainable options.
ii) Society gains from M&S’s commitment to sustainability.
iii) Investors profit from potential revenue growth.
Sustaining innovation – Expanding product lines strengthens M&S’s market position by appealing to ethical and budget-conscious consumers.
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