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The retail sector in the United Kingdom has faced many challenges since the 2008 financial crisis. The retail sector includes any businesses or individual entrepreneurs that sell their products directly to customers.
The retail sector is very important for the country. As of 2022, there were 2.7 million jobs in the retail sector. As of 1 January 2024, there were 324,995 retail businesses. Based on these figures, it can be argued that the retail sector has a significant impact on people and the country as a whole (Ward, 2025).
Due to the onset of COVID-19 in March 2020, sales in the retail sector fell sharply. People were restricted from moving freely around cities and non-essential retail stores were closed. However, sales in the retail sector recovered fairly quickly. By June 2020, they had already returned to pre-pandemic levels. At that time, online retail stores were doing much better, with sales up 54 percent in June 2020 (Ward, 2025).
Despite all the challenges, retail sales grew in 2024 (Tokyo Marine HCC, 2025). This issue will be discussed in more detail below.
Today, the retail sector faces the need to be more flexible, invest more in its growth, and learn more and faster in order to compete effectively in the market (PwC, 2024).
This report will examine the impact of external factors on the retail sector in the United Kingdom. The theories and tools studied in this module will be used. Recommendations will also be provided for the retail sector to help it grow in the future.


[bookmark: _Toc696262538]Findings
This module covered many theories and models, such as: Root Cause Analysis, Edward de Bono’s 6 thinking hats, SWOT analysis, Porter’s 5 forces, Decision making models, PESTLE analysis, Stakeholder Theory.
For this report, SWOT analysis and PESTLE analysis are the most appropriate, so details regarding the retail sector will be disclosed below based on these two techniques.
Despite the fact that 2024 was indeed a profitable year for the retail sector over the past few years, reports from various retailers varied at the end of 2024. For example, Asda, Primark and WH Smith reported that they had a disappointing year, while M&S, Tesco, Sainsbury's, Curry's, Next and Boots reported that this year was profitable for them (Tokyo Marine HCC, 2025). 
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Picture 1. Volume sales, seasonally adjusted, Great Britain, May 2022 to May 2025.
Source: Monthly Business Survey, Retail Sales Inquiry from the Office for National Statistics (ONS, 2025).
 Picture 1 shows that retail sales fell sharply in May 2025, marking the largest decline since December 2023. It can also be seen that there were small periods of growth during 2024 and early 2025, but overall, the trend remains negative. From this, we can conclude that the retail sector remains unstable now and may further affect the current problems of retail stores (ONS, 2025).
For example, the popular Carrys chain, which has around 300 stores in the UK, as well as some other chains, have temporarily suspended hiring new employees because employers' contributions to the national insurance system were increased in April and the ‘national living wage’ was raised (Butler, 2025).
At the same time, due to the ‘migration of shoppers online,’ River Island, a family-owned company with approximately 5,500 employees, plans to close 33 of its stores. Although these are beloved stores, people find it more convenient to shop online without leaving their homes (Butler, 2025).
Poundland is also losing customer confidence because, according to shoppers, ‘nothing is worth £1’ anymore. Store representatives say that it is now much more difficult to negotiate with suppliers to sell everything at the same price as before. However, they say they are waiting for the right moment to put their recovery plan into action (Butler, 2025).
Poundland's main competitor, B&M, recently reported a drop in sales and blamed it on people not having enough money. They said that because people haven't had a pay rise, they're now being careful with their spending and buying less in shops. B&M has over 740 stores across the UK, and as of March, sales were down 3.1% compared to 12 months ago. The store said this was all due to the challenging retail environment in the UK (Patridge, 2022).
The largest bakery chain, Greegs, has the opposite opinion to B&M. In May 2025, they stated that their sales were only growing, despite the cautious attitude of customers. The company said that their growth was facilitated by the increase in the minimum wage in April (Patridge, 2022).
Small businesses are also suffering greatly from the whole situation. Due to rising electricity prices in 2022, family-run small businesses that had been in operation for 22 years were forced to close because they could no longer afford such high electricity costs (Patridge, 2022).
Other large retailers are showing us the other side of the coin. For example, B&Q has opened several ‘small’ versions of its store after testing the concept's success in London. Aldi has set itself the goal of opening 30 new locations in the UK by 2025. Lidl has achieved its goal of 1,100 stores by the end of 2025. Sainsbury's plans to open another 25 stores in the UK over the next 12 to 15 months (MORGAN, 2025).
To gain a deeper understanding of this situation, a SWOT analysis is appropriate.
The SWOT technique is a tool for analysing Strengths, Weaknesses, Opportunities and Threats, which helps sectors, organisations and small businesses find ways to develop [4]. In this case, SWOT analysis will be applied to High Street retailers in the UK as a whole.
Strengths: 
1. Direct one-on-one contact with customers.
2. Strong brand reputation.
3. Advantageous location in high traffic areas.
4. Just come and buy, rather than waiting for your order to arrive at your home.
Weaknesses:
1. Restricted opening hours, unlike online shops.
2. Many competitors.
Opportunities:
1. Growth of online sales.
2. Focus on local producers and healthy products.
3. Collaborations and proper advertising.
Threats:
1. Retail crime.
2. Increase in the number of online shops.
3. Rising rents and utility bills.
4. Strong competition from online stores.
5. Changing consumer habits.
PESTLE analysis includes such factors as: Political, Economic, Sociological, Technological, Legal and Environmental. This analysis examines the impact of all these factors on the organisation (CIPD, 2024). In this case, this technique will help analyse the impact of these factors on the retail sector in the UK.
Political factors:
1) Tax changes;
2) Changes in government policy;
3) Changes to regulations in a particular industry;
4) Changes in trade rules and trade agreements between countries;
Economic:
1) Economic growth and recession;
2) Inflation;
3) Cost of living in the country;
4) Cost of labour payments;
5) Unemployment;
Social:
1) Change of lifestyle;
2) Change of people’s habits;
3) Constant change in fashion;
4) Demographics of the country's population;
5) Public health and safety;
6) Cultural norms and expectations;
Technological:
1) Artificial Intelligence;
2) Robotics;
3) Security;
4) Upgrades;
Legal:
1) Health and safety laws;
2) Employment law;
3) Import/export laws;
Environmental:
1) Possible future pandemics;
2) War;
3) Global warming and the transition to renewable energy sources, such as wind energy;
4) The need to use environmentally friendly products (CIPD, 2024).
Based on the SWOT and PESTLE analyses, recommendations will be provided below that can be applied in the retail sector to adapt to the current global situation.


[bookmark: _Toc425866146]Conclusion
Based on the research conducted in this report, it can be said that since the financial crisis of 2008, the retail sector has been constantly recovering and falling due to many factors that have occurred in the world. As soon as retail began to recover after the big crisis, the COVID-19 pandemic hit, and retail was one of the hardest-hit sectors. The pandemic also gave rise to mass online shopping, which to this day complicates the work of large retail stores that have not delved deeply into online sales. As a result, in order to survive, stores have to close some of their branches and lay off employees in order to remain in the market and compete with other stores.
After conducting an analysis using SWOT and PESTLE techniques, it is also clear that with all the happenings in the world, the retail sector is facing an increasing number of problems. Based on this analysis, several recommendations will be provided below that may, in the long term, solve some of the problems that retailers can fix on their own.

[bookmark: _Toc334600873]Recommendations
Having identified rising prices, lack of wage increases and changes in people's lifestyles as the main problems, it is clear that it is impossible to change all these factors, but here is what retailers can implement to change the situation for the better, as far as possible:
1. Create an online store if the retailer does not already have one;
2. Implement social commerce capabilities, namely explore social networks for advertising and possibly selling products, if possible;
3. A loyalty programme would be a good move: discounts, free gifts or exclusive access to new products for members;
4. Collaborations with other businesses or influencers (Retail Champion, 2025).



Also:
1. Add interactive elements to stores so that it's not just about shopping, but about entertainment.
2. Add second-hand items (Ikea, Levi’s, and Zara have all launched in-house resale schemes, enabling customers to buy and sell second-hand items) (Wonderful Payments, 2025.
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