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Introduction 
The global business environment has been subject to massive changes during the Covid-19 pandemic (Entrepreneur, 2021). This is true for companies in most industries in countries around the world. The pandemic and the health risks involved have resulted in governments imposing different health and safety guidelines. Lockdown restrictions and social distancing regulations have halted social gatherings and interactions, which in turn, have affected many businesses. Many companies have seen a significant reduction in sales during the pandemic (Modern Retail, 2021). The pandemic has brought about many opportunities and challenges in the global business setting, all of which will be discussed in this report in the context of the fashion industry in the UK.

















[bookmark: _Toc66915265]1. PESTEL analysis of UK fashion industry
The fashion industry is a largely growing industry that is subject to many factors in the external environment (Morrison, 2014). Companies operating in this setting must take these factors into account and design their business practices likewise. The PESTEL analysis can give a proper understanding of the range of factors that affect the fashion industry in the UK. However, it is necessary to note here that the industry has been significantly affected by the current Covid-19 pandemic. 
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Figure 1: PESTEL analysis
Source: (PESTLE Analysis, 2021)
Political factors
Companies like Zara, Next, Primark, and Asos that ship their products to other countries of the world are significantly affected by the political conditions in those countries. Political stability plays a significant role in companies being able to successfully operate in other countries and regions (Barnes and Lea-Greenwood, 2014). In the UK, Brexit has caused uncertainties in this industry due to the implementation of new policies that regulate importing from and exporting to countries in Europe. This, for the most part, has resulted in a price hike of clothing products (Mail Online, 2021). And due to the economic downturn caused by the pandemic and the subsequent lockdown, companies in the fashion industry have been forced to ask for financial aid from the government of the UK to keep operations running.


Economic factors
Most companies in the fashion industry in the UK manufacture their products in countries such as Bangladesh and India, where raw materials for products and labour can be found for cheap (Birtwistle and Moore, 2013). By sourcing products in such countries, companies can keep manufacturing costs quite low and profit margins quite high. However, as flight restrictions have been imposed due to the pandemic, companies have found it quite difficult to import finished products from other countries (Entrepreneur, 2021). Many companies were forced to cancel a large number of orders to compensate for the financial loss that has been caused.
Social factors
Social factors play a key role in the fashion industry (Barnes and Lea-Greenwood, 2014). People are increasingly becoming aware of what they wear on a day-to-day basis. This has a positive effect on the sales of a company. Even though they have been forced to be halted to adhere to health regulations and guidelines during the pandemic, fashion events and festivals arranged in the UK are quite renowned and are effective in attracting fashion-conscious people and celebrities from all over the world (Mail Online, 2021). Fashion trends and companies endorsed by celebrities tend to perform well due to people’s positive perception of them. 
Technological factors
In recent years, the use of technology has brought about massive changes in how companies sell their products and how customers buy different fashionwear (Almond, 2017). Customers now have the opportunity to give trials for different clothing using VR technology. Companies have created e-commerce websites to allow customers to conveniently select and purchase their desired products. The use of such technology has been quite beneficial in the current times, as people have been able to maintain social distancing by buying products online without having to visit physical stores. 
Environmental factors
The fashion industry has a large share in global carbon emissions. This is especially true for fast fashion companies as they use harmful chemicals as clothing dyes (Barnes and Lea-Greenwood, 2014). Again, people in the UK are seen to buy clothes that often go unused. As a result, a plethora of clothing products is sent for burning or to landfills each year. The recent pandemic has raised concerns related to climate change and the rise in new diseases such as the Coronavirus (The Guardian, 2021). Public groups are asking to enforce stricter laws on companies so that they reduce their carbon footprint and adhere to CSR.
Legal factors
Fashion companies in the UK must abide by national rules as well as regulations in other countries (Birtwistle and Moore, 2013). As many companies source their products from other countries, it is necessary to follow regional labour laws and safety guidelines. Many multinational companies in this sector have been forced to shut down their stores as a result of low sales caused by social distancing regulations and lockdown restrictions (Entrepreneur, 2021). As companies are slowly starting to reopen some of their physical stores where such restrictions have somewhat been enfeebled, health guidelines are still being followed as made mandatory in many regions. 
















[bookmark: _Toc66915266]2. Porter’s Five Forces
The PESTEL analysis provides an idea of how the fashion industry is regulated by the external factors as mentioned. Porter’s five forces model can be used to gain an insight into the range of factors that directly affect the operations and planning process of a business in the industry. It can also give an idea of the level of competition existing within the industry. 
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Figure 2: Porter's Five Forces
Source: (Strategic Management Insight, 2021)
The bargaining power of customers in the UK fashion industry is relatively low compared to other industries (Jones and Hayes, 2012). However, customers have the option to shift to other companies if they find one company to be delivering low-quality products or delivering products at a high price. So, companies must price their products competitively, while also ensuring a certain level of standard and quality in their products.
As mentioned, companies in the industry opt for manufacturers in other countries to source their products. In this sense, supplier power is quite low as well (Almond, 2017). This is because companies can easily shift to other suppliers if they wish to or if manufacturing costs are high.
The threat of substitutes is also quite low in the fashion industry as there are no alternatives to clothing (Birtwistle and Moore, 2013). So, this aspect can easily be neglected. However, competitive rivalry and the threat of new entrants are quite important to consider. New companies may find new and innovative ways to market their products, which should be considered for existing companies (Morrison, 2014). Again, many fashion brands in the UK, for the most part, offer a similar range of products. In this case, the pricing strategy should be properly executed.





















[bookmark: _Toc66915267]3. Challenges and opportunities during the pandemic
The fashion industry in the UK contains some major companies that are both domestic as well as foreign. Primark, ASOS, Next, Rokit, New Look, Lipsy London- all are some well-known clothing brands based in the UK (Mail Online, 2021). H&M, Puma, Reebok, Adidas, Levi’s, Lacoste- these are some of the global or multinational brands operating in the UK. There has been an increase in the number of emerging companies in this industry as well. Martine Rose, Simone Rocha, Jessica Mccormack are some examples in this context.
The recent pandemic has given created many different challenges as well as opportunities for companies in the fashion industry in the UK. Due to flight restrictions, companies have found it quite difficult to source and import their manufactured products from other countries. In this context, new policies related to levies and duties have increased costs for companies (Entrepreneur, 2021). Again, suppliers have been forced to increase manufacturing costs as well during a shortage of supplies and raw materials, indirectly increasing operational costs for fashion brands. This has created a significant challenge, especially during a time when most companies have been struggling to maintain profits and reduce costs to compensate for low sales (BBC News, 2021). Low sales have resulted in the closure of many stores for companies even as large as Zara. Again, many companies were forced to close their stores temporarily to follow the health and hygiene guidelines imposed by the government. This has resulted in many employees being laid off (Modern Retail, 2021). Recruiting new employees in the post-pandemic period will be a costly endeavour, especially for companies that operate in many regions. Some companies have been able to shift their operations online. But for other companies with limited resources or a lack of logistics, such a measure is quite challenging. 
However, the companies that have shifted to online operations have seen massive growth even during such adverse times (Mail Online, 2021). Again, as many companies have fallen out during the pandemic, or have suffered significant financial losses, companies that have been able to sustain themselves have taken this opportunity to secure their market positions. The pandemic has, to a certain extent, reduced the threat of new entrants and the overall competition in the fashion industry. Some companies have opted to domestically source their products to limit themselves from being too dependent on other countries (Entrepreneur, 2021). Companies with the capability have been able to shift to a more environmentally sustainable approach in their operations to meet growing public demands to follow sustainability as arisen during the pandemic.
[bookmark: _Toc66915268]4. Addressing the opportunities and challenges
Companies with a strong value chain can sustain themselves in their respective industries even during adverse circumstances and challenging times. In this context, Porter’s value chain model is an effective tool used in the management process of a company. To develop an understanding of how some companies have been able to adapt to the coronavirus pandemic, this model can be used.
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Figure 3: Porter's value chain model
Source: (Mindtools, 2021)
Maintaining operational costs has been a huge challenge for companies in the UK fashion industry (Forbes, 2021). To cut down costs associated with taxes and management, many companies decreased the number of warehouses that were previously owned. Companies like H&M and Primark also opted to cancel orders of products and offering financial compensation to labourers in return. 
As part of operations and outbound logistics, companies like ASOS, Topshop, and Boohoo have shifted to online styling, sales, and home delivery of products (Mail Online, 2021). Primark, Inditex, H&M, and other companies have closed many of their stores and started to focus on online sales and transactions. Online operations have reduced management costs of physical stores, while also catering to customer needs and convenience during a time when social distancing and lockdown have been made mandatory.
Digital marketing tools can be effectively used to target a specific customer segment and advertise to them. As operations have shifted online during the pandemic, many clothing companies have found online marketing and branding quite effective and cost-efficient as well (Kumar, 2020). Social media engagement and customer relationships have played a key role for many companies in this regard.
As part of secondary activities, companies have been quick to adapt to the pandemic by focusing on infrastructure (Forbes, 2021). Businesses temporarily laid off many of their employees to reduce costs. However, to continue operations, significant changes to management as well as the administration were necessary in many cases. Companies such as H&M and Victoria Beckham furloughed many of their employees, offering paid leaves in some instances (Mail Online, 2021). Again, as part of HRM, companies are focusing on recalling laid-off employees and recruiting new employees as the pandemic is starting to subside.
Research and development have been focused on many companies during the pandemic, especially by those that have opted for online operations (Kumar, 2020). Developing an e-commerce website, offering effective and convenient customer service and product delivery through market research have allowed companies to streamline many operational practices and gain a competitive edge.
























[bookmark: _Toc66915269]Conclusion 
This report has primarily highlighted the different factors that affect business in the UK fashion industry in the form of PESTEL analysis. Additionally, Porter’s five forces model has identified some key aspects related to the industry itself and how they affect decision-making. All of these discussions have been conducted in light of the current pandemic and its aftermath. Again, the pandemic has created challenges and opportunities for companies in the space. Under such circumstances, while most companies have been adversely affected, some companies were able to sustain themselves and even achieve significant growth, as seen from the use of Porter’s value chain model.
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