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

[bookmark: _Toc563624168]1. Introduction
Many retail businesses have struggled to compete with the development of online shopping and adapting customer tastes, presenting significant challenges to UK high street retailers in recent years. High streets, which were once successful centres of business and social interaction, are now under increasing pressure from a variety of external factors that are changing the retail landscape. Using strategic approaches such as PESTLE and SWOT analysis, this study tries to critically explore these external influences to identify and assess the factors influencing the retailers' performance.
[bookmark: _Toc1840824988]2. Findings
[bookmark: _Toc1411990596]2.1 PESTLE Analysis of External Factors
To fully understand the setting in which way the retailers operate, external macro-environmental components must be analysed. A PESTLE analysis provides a comprehensive framework for addressing political, economic, social, technological, legal, and environmental issues.
[bookmark: _Toc680992830]Political Factors
Trade laws, taxation regimes, and labour legislation can produce significant effects. For instance, according to KPMG 2020, the United Kingdom's Brexit caused changes in trade relations as well as the disruption of supplies, so limiting retailers to source products within the EU to a specific level. Moreover, the government assistance during the COVID-19 pandemic, such as furlough schemes and grants, aided numerous shops during lockdowns; but if taken away, financial hardship may increase for retailers based on passers-by (UK Government, 2020).
Local government attempts at town planning and High Street redevelopment can have a strong influence on local shops. Authorities that commit to renewing high streets, enhancing the infrastructure or offering business incentives can energise demand (CABE, 2021). The strategy of shutting down valuable high-street services, like post offices or banks, can negatively affect footfall.
[bookmark: _Toc620656960]Economic Factors
Inflation, unemployment, and consumer spending all have a significant influence on high-street stores. The COVID-19 pandemic, along with the cost-of-living issue, has resulted in a change in consumer purchasing habits (ONS, 2022). As discretionary incomes fall, customers are more inclined to prioritise critical purchases and seek discounts, reducing sales for non-essential shops.
Furthermore, inflation-related operational costs, including energy prices and salaries, are placing pressure, and high street businesses may struggle to pass on these higher prices to customers, resulting in a decrease of profitability. In contrast, the advent of internet shopping provides cheaper overheads and competitive pricing, making it more difficult for traditional retailers to compete, said Mintel (2022).
[bookmark: _Toc287518869]Social Factors
Consumer behaviour is also a significant external factor influencing high-street shops. The growth of digital technologies and smartphones has increased customer access to information and provided a more customised purchasing experience. As a result, more people are opting to purchase online due to the convenience, expanded product offerings, and competitive price provided by online platforms (McKinsey & Company, 2020).
Furthermore, consumer attitudes have developed towards sustainable and ethical consumption. Many customers are becoming more aware of the environmental and social effects of their purchases, requiring more sustainable products and ethical company practices. High street shops which fail to adapt to these changing customer tastes risk losing market share to more agile, sustainability-focused competitors (Deloitte, 2022).
[bookmark: _Toc554937708]Technological Factors
Technological improvements present both a difficulty and an opportunity for high-street retailers; the rise of online shop platforms, helped by developments in digital payment methods, logistics, and artificial intelligence, has transformed the retail scene related to PwC (2020). High street retailers are under pressure to implement digital solutions to compete with internet giants such as Amazon (Kantar, 2022).
According to Harvard Business Review (2021), technology enables organisations to improve the customer experience and reduce procedures. Big data analytics, for example, enables organisations to personalise marketing strategies and enhance inventory management. Furthermore, technology advancements like contactless payments and augmented reality (AR) experiences can make shopping more enjoyable.
[bookmark: _Toc516841614]Legal Factors
Retailers are required to follow a few legislative rules that may have an impact on their operations; these include labour rules, safety restrictions, and consumer protection legislation. Recent legal changes, such as stronger data protection requirements (GDPR), mandate that retailers invest in data security to preserve consumer privacy (ICO, 2021).
The UK government related in 2021 that the expanding growth of internet marketplaces raises concerns about taxation and competition law. Online shops frequently have reduced overheads, prompting requests for further regulation to provide an equal playing field between online and high-street enterprises.
[bookmark: _Toc362256391]Environmental Factors
Environmental issues are becoming more widespread in the retail industry, and increased pressure to adopt sustainable practices such as garbage reduction, carbon footprint reduction, and ecologically friendly packaging (Elen MacArthur Foundation, 2022).
The UK government's goal of achieving net-zero carbon emissions by 2050 means that high-street retailers may face stricter environmental regulations in the future years. Retailers who do not adopt green technologies and sustainable practices risk harming their reputation and losing customer loyalty related to the UK government in 2022.
[bookmark: _Toc743385067]2.2 SWOT Analysis
In addition to the PESTLE analysis, a SWOT (Strengths, Weaknesses, Opportunities, and Threats) analysis goes deeper into the internal and external factors influencing High Street retailers.
[bookmark: _Toc913172467]Strengths
High street stores profit from strong brand recognition and customer loyalty. Many shops have a rich history in the UK, and their physical shopfronts continue to draw loyal customers who prefer the in-person shopping experience. Furthermore, high street retailers are generally placed in great locations with considerable foot traffic, giving them a competitive advantage over younger online-only enterprises.
Furthermore, many high-street stores have begun to embrace omnichannel tactics, which combine physical and online shopping experiences. This enables them to access a larger consumer base and provide better accessibility to shoppers (Retail Week, 2021).
[bookmark: _Toc640332696]Weaknesses
A basic issue with high-street stores is their reliance on actual store sales, which can be influenced by shifting footfall. The decrease in client visits, particularly in the aftermath of the epidemic, has highlighted the vulnerability of this economic model. Furthermore, many high-street retailers have been slow to adopt internet platforms, placing them at a competitive disadvantage (The Guardian, 2022).
Furthermore, the rising cost of rent and overheads in high-traffic areas is a significant challenge. Many retailers are struggling to maintain profitability as fixed costs rise (BBC News, 2022).
[bookmark: _Toc189712519]Opportunities
The growing trend of online shopping provides high street shops with an opportunity to improve their capacities. Investing in digital infrastructure allows companies to expand their reach beyond local marketplaces and appeal to a larger client base.
Another potential is to meet the growing demand for sustainable and ethically sourced products. Retailers who prioritise sustainability can attract environmentally conscientious customers and increase brand loyalty (Accenture, 2021).
[bookmark: _Toc1063106952]Threats
The biggest danger to high street stores is the rise of online retail, which provides consumers with better accessibility, a wider product selection, and frequently lower pricing. Competition from global online platforms such as Amazon, along with the accessibility of price comparison, has made it more difficult for high street retailers to keep their market (Bain & Company, 2020).
Furthermore, the economic climate, with rising prices and less consumer spending, puts at risk retailer cost-effectiveness. The uncertainties surrounding post-pandemic recovery, along with anticipated changes in customer behaviour, mean that high street shops face an unpredictable future (ONS, 2022).
[bookmark: _Toc1742540017]3. Conclusion
The research of external factors affecting UK high street businesses finds that they face several problems, ranging from changing customer habits and technical improvements to economic instability and rising environmental concerns. The development of e-commerce, combined with shifting social and economic conditions, has left many conventional shops scrambling to adapt.
However, opportunities exist for those who are willing to embrace change. High Street shops can find new methods to compete and succeed in a fast-changing market by using omnichannel retail strategies, focusing on sustainability, and embracing technology.
[bookmark: _Toc936542858]4. Recommendations
1. Embrace Digital Transformation: High-street retailers must invest in strong online shopping platforms and integrate them into their physical shopfronts. By providing click-and-collect options and upgrading their online shopping experiences, companies can address the growing need for convenience while also reaching a larger client base.
2. Focus on Sustainability: Retailers should use more environmentally friendly materials, reduce waste, and source items ethically. This is consistent with growing customer preferences for sustainable products and can help develop brand loyalty among environmentally conscious shoppers.
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