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[bookmark: _Toc127123170]Introduction
The report will be based on analysing the business environment in which the “retail sector” in the UK operates. The focus of the study will be based on having the proper evaluation of how various environmental factors have an impact on the “retail sector”. Two of the major frameworks will be applied to have the proper evaluation of the business environment in which the “retail sector” in the UK operates. The frameworks which will be applied in this study will be PESTLE analysis and Porter 5 forces analysis. Both the frameworks will be applied in a proper manner to make sure that the various environmental factors impacting business of the “retail sector” in the UK will be evaluated in a detailed manner. 


[bookmark: _2y5ahm63gxz][bookmark: _Toc127123171]Overview of the UK “retail sector”
The Retail industry in the UK is a very big industry which consists of over 300,000 separate businesses. It has employed over 3 million people which is the representation of a total of 8% jobs that are available in the UK (Gigli, 2022). It provides the customers with all the important services and goods which help them in meeting their needs and aspirations. The Retail industry in the UK generates a high amount of revenue and sales and the approximate value of the retails industry in the UK is around 495 billion British pounds (Cassell et al., 2022). It is a vital part of the economy of the UK as it is the major driver of customer spending which provides a major boost to the national economy and also provides a large amount of jobs that are related to production, distribution and also sales. 



[bookmark: _lp0yjtd6533r][bookmark: _Toc127123172]Main Discussion
[bookmark: _x0fq592oqhpv][bookmark: _Toc127123173]PESTLE Analysis
PESTLE analysis is the framework which allows the evaluation of various external factors that have an impact on the business operations of a particular organisation of the sector. It has six major external forces which allow it to evaluate the impact which is faced by a business organisation due to the external factors.


	Factors
	Elements
	Impact

	Political
	· Brexit
· Stable political condition 
· Ukrainian crisis
	The important political factor impacting the business operations which takes place in the “retail sector” in the UK is Brexit. Brexit has caused various businesses which are operating in the “retail sector” in the UK have faced the major negative impact. The most negative impact that has been faced by the business organisation is due to the shortage of employees that has been caused due to it. Most of the employees which were operating in the UK “retail sector” were from the EU (Dhingra and Sampson, 2022). Due to the restriction of free movement between the EU and UK, many of the employees who were working in this sector had to leave the UK. As a result of which the sector had to face the major shortage of the employees which made it difficult for the businesses to be operating to their full potential. 
Another major political factor impacting the business operations of the UK “retail sector” is the stable political condition. Due to the stable political environment in the UK in recent times, the business has been able to operate in a proper manner without facing any major difficulties (Dossa et al., 2022). The Ukrainian crisis is a political factor that has an impact in the business operations in the UK “retail sector”. The economy in the UK has faced major negative impact due to the war between Ukraine and Russia (Mbah and Wasum, 2022). It has brought a major impact in the inflation and also the GDP of the country that has made it difficult for the “retail sector” in the UK to be operating to the full effectiveness. 

	Economic
	· Inflation rate 
	The major economic factor impacting the business of the UK “retail sector” is the inflation rate. The “inflation rate” in the country has been increased and currently it has reached 8.8% (Campbell, 2023). Due to rise in the inflation rate in the country, the buying power of the consumers has been reduced. It is mainly due to the fact that the disposable income which is earned by the people in the economy is reduced. As a result of which the amount of purchases made from the “retail sector” in the UK has been reduced reducing the total revenue that has been generated in the sector. Therefore the rise in the inflation rate in the country has been one of the major negative economic impacts faced by the UK “retail sector”. 

	Social
	· Covid-19
· Ageing population 
	One of the major social factors that has an impact in the “retail sector” in the UK is the covid-19. Due to the impact that has been brought on the people by the Covid19 the buying behaviour as well as the preferences of the people has been changed drastically in the case of the “retail sector”. People are more interested in buying things online rather than going to the physical store to purchase their necessary items (Di Gessa et al., 2022). Moreover, people have been more interested in eating healthy foods. Therefore various types of changes have been noticed in the case of the buying behaviour of the customers of the “retail sector” due to the covid-19. 
Ageing population in the UK is another major factor in the case of the social category impacting “retail sector” in the UK. With the ageing population in the country the preferences of the people have also been changing in a drastic manner. It is because with age the need of the customer changes as a result of which the focus of the “retail sector” has been on making sure that the need of the ageing population is met successfully. 

	Technological
	· Internet penetration rate
· E-commerce
	The technological factors which has an impact on the UK Retail industry is the internet penetration rate. The rise of internet access within a particular economy helps in making sure that the online sales and the online businesses improves. 98% is the rate of internet penetration in the UK and as a result of which a large number of people have access to the internet (Ciravegna and Michailova, 2022). It has allowed the Retail industry to make sure that the business is conducted on the online platform. As a result of which the industry has been successful in reaching a higher number of customers and increasing sales to improve the performance of the industry. 
eCommerce is another major technological factor that has an impact on the Retail industry in the UK. As the internet penetration rate in the UK is high which provides the opportunity for E-Commerce business. A higher number of people are interested in buying things online due to the impact that people face due to Covid-19. It has become a new trend and the Retail industry in the UK has used it in a proper manner to improve the business. 

	Legal
	· “Equality Act 2010”
· “The Health and Safety at Work etc Act 1974”
	There are some of the major legal factors which has to be considered by the “retail sector” in the UK to be operating in an effective manner. The Equality act 2010 is the act which ensures that there is no discrimination of any type within the working environment (Mason and Minerva, 2022). The focus is to make sure that the “retail sector” abides by the law to gain an appropriate level of success. 
The “Health and Safety at Work etc Act 1974” is also the major legal factor that needs to be followed by the “retail sector” in the UK. It ensures that the health and safety of the people in the UK is achieved. The focus is based on making sure that the workers within the industry are not placed in any type of dangerous situation. 

	Environmental 
	· Carbon footprint
	The major environmental factor impacting the business of the “retail sector” is the carbon footprint. Due to the drastic change in the climate and also due to various other factors the consumers have become more conscious about the environment and the planet. People are more interested in investing in the business which is sustainable and produces a low carbon footprint. Therefore the focus of the “retail sector” in the UK needs to be based on reducing the carbon footprint by application of various appropriate approaches that helps in making sure that sustainable business is formed. 


Table No 1: PESTLE analysis
(Source: Created by the learner)
[bookmark: _400ds6vikabt][bookmark: _Toc127123174]Porter’s Five Forces Analysis
It is the framework which allows a business organisation to have a proper analysis of the competition in the market. It also provides the proper analysis regarding the various external factors which have an impact on the business organisation or in the entire sector (Yu et al., 2023). The framework will be used in this study to evaluate the major external forces that have an impact on the “retail sector” in the UK. 
[image: ]
Figure No 1: Porter Five Force model
(Source: Yu et al., 2023)
Competitive rivalry (High)
It is the force which helps in examining the intensity of the competition in the marketplace. It makes the consideration regarding the number of existing customers and the capability of each competitor in the market. The competition is intense when there are only a few businesses which sell similar types of services or the product. The competition is also high when the industry is growing in a rapid manner and also when the consumers can easily switch to the offerings of the competitors for little cost (Youssef et al., 2022). When the rivalry of the competition is higher than the advertising as well as the price war ensues which can impact the bottom line of a business in a negative manner? As there are a number of businesses which are operating in the “retail sector” in the UK therefore the competition is intense or high. It is mainly due to the fact that the consumers can switch the brand for better services or products as there are a large number of businesses operating in the sector with similar kinds of offerings. Some of the major competitors in the UK “retail sector” mainly include the businesses such as Tesco, Morrisons, Sainsbury's, Asda and so on.
Bargaining power of the suppliers (Low)
It is the force which provides analysis regarding how much power the supplier of the business has and the control which it has for potential rise in the price which in return lowers the profitability of the businesses. It also assesses the total number of suppliers in the case of the raw materials and also various other resources which are available. When there is your number of suppliers then the power of the supplier is high. However the power of the business is higher when there are multiple suppliers available within the industry. In the case of the “retail sector” in the UK there are a large number of suppliers available to provide the raw materials for the businesses. It is the major reason which makes the bargaining power of the suppliers a weak force in the case of the UK sector. 
Bargaining power of the customers (Moderate)
It is the force which examines the power that is possessed by the consumers and the impact with the help on the quality and the pricing. The consumers have higher power when the number of consumers is less and the number of sellers is high which makes it easy for the consumers to switch (Venegas Vallejos et al., 2022). Conversely, the buying power of the consumer is low when the purchase of the product is made by the consumers in small amounts and the product of the sellers is different from that of its competitors. In the case of the “retail sector” in the UK, the number of customers is high however the number of businesses competing in the industry is also high. Therefore, the customers can switch brands. As a result of which the bargaining power of the customers in the “retail sector” in the UK is moderate. 
Threat of the new entrants (Low)
It is the force which makes consideration regarding how difficult or easy it is for the competitors to have entrance or join the marketplace. When the entry for the new competitors in the market is easier than the amount of risks increases for the market share of the established businesses. The barriers which can be faced by the new entrance can be cost advantages, access to inputs, strong brand identity and so on. It is not easy for the new entrance to enter the market of the UK “retail sector” (Har et al., 2022). It is mainly due to the fact that the marketplace is already dominated by the bigger players such as Tesco, Morrisons and so on. Moreover there is a requirement for a high amount of capital investment to enter into the market. Therefore it is a weak force and the threat of new entrants is low in the case of the UK Retail industry.
Threats of substitute products (High)
It is the force which provides the studies regarding how it is for the consumers for switch to the products which are provided by the competitors. It focuses on examining the total number of the competitors, and the ways in which the quality and prices compare to the business being examined and also the amount of profit which is being generated by the competitors. It provides determination regarding whether a business needs to lower their cost. The threat of the substitute is mainly indicated by the switching cost both long term as well as immediate switching and also the inclination of consumers towards change. In the case of the UK “retail sector”, there are a number of competitors as well as businesses which are offering similar kinds of products. Therefore, the quality and the price of the product is the major determinant for attracting the maximum number of customers. Therefore the threat of substitute products in the case of the “retail sector” is high. It is mainly due to the fact that the consumers can easily switch if they get better quality at the same price they are paying. They can also switch if they get a similar quality product at the lower price. 


[bookmark: _ku5svtrp7392][bookmark: _Toc127123175]Conclusion
It has been found that there are multiple factors that have an impact on the business that is operated in the “retail sector” in the UK. It is necessary for the “retail sector” to make consideration of all the factors so that it can operate to its full efficiency and gain the desired outcome of business. The focus of the study has been based on having the proper evaluation of how various environmental factors have an impact on the “retail sector”. Two of the major frameworks have been applied to have the proper evaluation of the business environment in which the “retail sector” in the UK operates. The frameworks which will be applied in this study have been PESTLE analysis and Porter 5 forces analysis. 
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