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Foreword
Change, uncertainty, innovation and opportunity are 
always jostling for position in retail but we are in a 
particularly turbulent period, which is a source of 
anxiety for some and optimism for others.

In the months leading up to the launch of this, 
our third Retail Growth Strategies Report, we 
have witnessed a shock Brexit vote, Theresa 
May’s appointment as PM, Donald Trump winning 
the US presidential election and the changing 
fortunes of a number of retail giants.

From the collapse of BHS to Sainsbury’s 
acquisition of Home Retail Group, the dramatic 
change in direction at M&S and the ongoing 
scandals surrounding Sports Direct, it has been 
another fascinating year.

Brexit continues to dominate the headlines but 
our survey reveals that its impact is largely being 
shrugged off by the UK’s top retailers. Whilst they 
recognise it will add new pressures, most don’t 
expect it to damage their growth plans.

It will be interesting to see if these views change 
as the UK’s trade deal with the EU takes shape. 
For now though, most retailers are more concerned 
about increases in staffing costs, property costs 
and the low value of the pound, which is pushing 
up supply chain costs. 

The immediate question is whether to pass on these 
rising costs to customers, absorb them, or try and 
push them down to suppliers. Our survey found that 
the majority of large retailers intend to keep prices 
about the same, so it looks as though there will be 
some tough decisions to make in the coming months.

Exporters are living through a different story, with 
the very same exchange rate collapse proving an 
unexpected boon. Retailers planning to expand 
abroad are continuing to do so and those already 
there are taking advantage of local currency strength. 
We are also seeing more direct overseas wholesale 
supply between retailers.

Trends already evident before the Brexit vote have 
also continued, with retailers adapting their operations 
to meet changing shopping habits and the demand 
for new online services. Retailers such as Amazon and 
Argos appear to be ahead of the game, while many 
others are playing catch-up, investing heavily in their 
supply chains, IT and staff. 

Retailers are also investing in their e-commerce 
platforms and data analytics. Most expect significant 
growth in sales via mobile devices and so it’s no surprise 
that ‘mobile optimisation’ tops the list of priorities.

Online sales will continue to be driven by email 
marketing, social media and TV/video advertising 
but there is also a great deal of experimentation 
with blogger/influencer marketing, particularly when 
launching new products.

After the headline-grabbing cyber attacks on 
companies such as Talk Talk, Carphone Warehouse 
and Tesco Bank, information security has become a 
board level issue. Retailers are also preparing for the 
new General Data Protection Regulation and the threat 
of much higher fines.

Physical stores remain as important as ever for many 
retailers but their role continues to change with further 
investment in click and collect services and a more 
creative approach to using and sharing space. 

Shopping is increasingly treated as a leisure activity 
and retailers are embracing this idea by incorporating 
everything from coffee shops to yoga classes to 
improve the shopping experience for customers 
and drive footfall. The ‘big four’ supermarkets have 
also sought tie-ups with leisure operators and other 
retailers to solve their issue of excess store space.

However, for some retailers, large store estates are 
simply no longer needed as sales have shifted online. 
Our survey found that the top 100 UK retailers will close 
more than 4,000 stores between them over the coming 
year, with fashion retailers accounting for 40% of these. 

Despite all of the challenges faced by retailers, what 
we seem to be witnessing is not confusion, but a clear 
determination to embrace change and use it as a 
source of competitive advantage.

We hope you find the insights from this report both 
interesting and valuable. If you’d like to discuss any of 
the opportunities and challenges your business faces, 
please do get in touch.

Perran Jervis 
Partner and Head of Retail at TLT 
T 0333 006 0320  
E perran.jervis@TLTsolicitors.com

mailto:perran.jervis%40TLTsolicitors.com?subject=
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Most retailers are planning for a 3% growth in sales, 
which is slightly lower than the 3.5% anticipated 
before the Brexit vote in June, but still much higher 
than the Bank of England’s growth forecast for 2017  
(1.4% in November 2016).

The picture is, however, mixed for different sectors. 
Few expect any growth in the food sector, with 80% 
of retailers predicting a further decline in consumer 
spending and just 2% expecting growth. 

Given the low volume growth and heavy price 
competition in the sector, this is hardly surprising; 
and it perhaps suggests that at least one of the major 
grocers will continue to suffer as there isn’t currently 
enough growth to satisfy all players. 

Confidence has also dipped for electricals, with 
only 35% expecting growth compared with 50% 
in 2015. Similarly, retailers anticipate a shrink in 
consumer spending in automotive, entertainment and 
department stores, the demise of BHS perhaps a 
symptom of the latter.

On the positive side, over 50% of retailers expect 
consumers to spend more on beauty, fashion, 
homeware and luxury goods. Sports and leisure is 
also seen as a growth area for consumer spending 
in the year ahead, perhaps influenced by the recent 
strong performance of ‘athleisure’ products from 
retailers such as JD Sports, Gap and Lululemon. 

Trading and investment
Andrew Webber, Partner, Corporate team at TLT

Retailers are still optimistic about growth in the year ahead, despite the UK’s vote to 
leave the EU and a more uncertain economic outlook globally. 

Outlook by sector
% of retailers expecting growth

Luxury
goods

50%

Homeware

58%

Fashion

58%

72%

Sports and
leisure

47%

Beauty Food

2%

DIY

23%

Department 
stores

15%

Automotive

12%

Entertainment

12%

Electricals

35%
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The mixed picture on the shop floor perhaps 
reflects wider economic concerns. Global economic 
uncertainty is seen as the primary drag on consumer 
spending and these concerns have increased in the 
aftermath of June’s vote to leave the EU. 

Brexit has also pushed inflation up the list of 
concerns for retailers, with half now seeing this as 
likely to impact consumer spending. Concerns about 
consumer debt continue, with a marginal increase on 
2015, up from 61% to 65%. 

Perhaps linked to concerns about inflationary 
pressures post-Brexit and the impact of a fall in the 
value of the pound, around a third of retailers expect 
to put prices up in the coming year. This will be a 
delicate balancing act, especially for those retailers 
that have relied heavily on discounting to attract 
consumers and persuade them to spend. 

Rising interest rates, on the other hand, came far 
down the list of concerns before June and have now 
vanished altogether. This was not unexpected given 
the interest rate drop over the summer and noises 
around a further cut later in the year or early in 2017.  

For all the economic and political uncertainties in the 
year ahead, retailers can, at least, rely on sales to 
continue growing through the expected channels. 
Once again, most retailers predict a significant 
increase in sales via mobile devices and modest 
growth in sales via desktops/laptops. Sales from 
physical stores, mail order catalogues and TV 
shopping are expected to decline.

As a result, it’s not surprising that the top five areas of 
investment for retailers are all linked to e-commerce, 
including investment in consumer-facing technology 
as well as the back-office IT systems and logistics 
needed to support customer fulfilment.

How will growth be financed?

Asset sales

3%

Private equity

11%

Bond/Mini
bond issuance

14%

Existing revenue
reserves

24%

55%

New share
o�ering

4%

Debt financing IPO

1%

“The majority of retailers 
expect to fund their growth 
plans through debt financing”

This is a continuation of the theme of ensuring that  
behind-the-scenes systems and processes are robust 
enough to cope with consumer demand – something 
that has seen major retailers such as John Lewis and 
M&S make extensive investments in their IT and 
logistics infrastructure.

The majority of retailers expect to fund their growth plans 
through debt financing, whilst others will draw on existing 
reserves, issue bonds or seek private equity investment. 
Just 1% are planning an IPO, which is understandable 
given the economic and political climate.

The number of retailers expecting an increase in M&A 
activity declined after the Brexit vote, but over half 
still expect there to be more activity (53% after/65% 
before). Interestingly, economic uncertainty declined 
as a challenge to growth through acquisition after 
the Brexit vote, with political uncertainty becoming 
increasingly significant and turbulent financial markets 
the primary concern. 

Around a quarter of retailers report that they are 
planning a merger or acquisition in the coming year. 
Those who think a merger or acquisition is likely cite 
economies of scale (64%) or finding synergies (48%) 
as the primary drivers – perhaps an antidote to the 
anticipated increase in costs and squeeze on profits.
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Interestingly, nearly half indicate that they will 
acquire or merge with another business to enter a 
new geographic area (42%). Only a small number 
cite growing market share as an objective.

These results fit with the findings of TLT’s M&A 
Market Monitor 2016. Our latest review showed 
increasing deal numbers and average deal value, 
an increase in deals including private equity and 
overseas parties but with some further tightening of 

deal terms. This is seen in the approach to purchase 
price adjustment mechanisms, earn-out inclusion 
and retention terms.

At this early stage, with no visibility on implementation, 
Brexit appears not to have blown retailers’ growth 
prospects significantly off course. But increases in 
supply costs, which are not easily passed on, are 
adding new pressures to those that retailers already 
face in a changing and ever-competitive market. 

Economic issues impacting consumer spending

Consumer
debt

65%

Economic
uncertainty

within the UK

Economic
uncertainty

within the EU

90%

Rise in inflation

50%

Global economic
uncertainty

Bursting of the
housing bubble

30%

79%

Increased
cost of living 

44%

81% Physical
stores

Online sales
via desktops
and laptops

Online sales
via mobile

devices

Mail order
from sales
catalogues

TV
shopping

Outlook by sales channel

78%

-46%

-21%20%
-15%

Retailers for now appear to be taking a proportionate 
view of a change in our relationship with the EU. With 
our exit negotiations expected to start in spring 2017, 
perhaps next year will paint a clearer picture of what 
Brexit will look like and the real impact on the sector.

Get in touch

If you’d like to discuss any of the issues in this 
chapter, please contact:

Andrew Webber 

T 0333 006 0085 
E andrew.webber@TLTsolicitors.com

http://www.tltsolicitors.com/news-and-insights/publications/m-and-a-market-monitor-2016/
http://www.tltsolicitors.com/news-and-insights/publications/m-and-a-market-monitor-2016/
mailto:andrew.webber%40TLTsolicitors.com?subject=
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“We are in a period of great change for retail, thanks to the Brexit 
vote and changing shopping habits” Ian Gilmartin, Head of Retail & Wholesale, Barclays Corporate
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One clear consequence is likely to be a reduction 
in the number of stores being opened by the larger 
groups, partly because of a new sense of caution, 
but mainly as a consequence of the rapid growth 
in online shopping. 

“A combination of low interest 
rates, low unemployment and 
rising wages has helped keep 
the sector stable whilst 
it evolves”

The speed with which this has advanced has 
taken many bigger retailers by surprise and meant 
a reassessment of needs: where perhaps 400 
stores were necessary to cover almost the whole 
population, that figure can now be around 70.

In addition to looking at their property portfolios, 
most are recognising the need to invest heavily in 

technology both to deliver efficiencies and also to 
service customer demands. These are often for 
both an online and offline presence, not to mention 
a free returns service.

Retailers have had to be on top of their game since 
the economic crisis of 2007/08 and the arrival 
of digital rivals. They will need to build on this 
experience as they tackle the many challenges 
associated with Brexit.

Whilst fundamental change to accommodate digital 
growth has obvious implications for the physical high 
street, we believe that people will want local, boutique 
stores to flourish. Far from being the end of the high 
street, there is actually an opportunity for growth. We 
expect to see more entrepreneurs now able to take 
retail opportunities in good locations. 

The reason for this optimism is that retail is something 
Britain does particularly well. People like to shop and 
the consumer is currently in a strong place. 

A combination of low interest rates, low unemployment 
and rising wages has helped keep the sector stable 
whilst it evolves. Food and fuel have also been 
relatively less of an expense for the past few years, 
further supporting spending elsewhere.

But there is no question that for many retailers the 
biggest shock to absorb will be the collapse in the 
value of sterling, which has dropped by about 20% 
against the dollar since June.

“A ‘hard Brexit’ might see some 
bigger, more international 
brands relocating to other 
European countries”

Retailers will clearly be looking at their hedging 
arrangements for the next two years to help them 
ride out any further falls, not least because for many 
sectors, raising prices to consumers by much is just 
not an attractive option. 

Cutting costs is more so. We know that directors are 
also looking carefully at supply chain and logistics 
arrangements, before moving on to review their staffing 
levels. They may also accept lower profit margins. But 
renegotiating supply line contracts takes time, so price 
rises are certainly going to be in the mix next year.

Interview | Ian Gilmartin, Head of Retail & Wholesale, Barclays Corporate

We are in a period of great change for retail thanks to the Brexit vote and changing 
shopping habits, both of which are challenging.
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The longer-term prospects are going to depend on 
the trade deal negotiated with the EU. A ‘hard Brexit’ 
might, for example, see some bigger, more international 
brands relocating to other European countries. 

But we are still seeing strong interest in international 
expansion from UK retailers which had that in mind 
anyway. Lush and The White Company are doing well 
in the United States, for example, and there is a lot 
of potential seen in the Far East. There is still a big 
appetite for British businesses abroad.

Every economic situation has two sides, so the 
weak currency is presenting a good opportunity to 
acquire a business, perhaps more opportunistic than 
strategic, but there all the same. Much of it is being 
driven by private equity and the prospect of picking 
up firms for 20% less than they were valued at before 
the pound fell.

Banking is also changing, in particular by investing 
in technology to help clients compete more efficiently 
in this new emerging era. Our job is above all 
to understand the challenges retailers face and 
respond accordingly.

A key area is helping retailers to do more online and, 
for example, developing systems that allow smaller 
retailers to benefit from having their till collections 
picked up instead of having to physically go to a bank 
branch. This is a safer and more efficient use of their 
time, but it is only possible because, in our case, 
we invested significantly in software focused on the 
economics of collections.

“What I hope we will see in 
response to all the pressure 
on retailers is less regulation 
from government”

But as we and our clients make changes, what I hope 
we will see in response to all the pressure on retailers 
is less regulation from government. The National 
Living Wage and the Apprenticeship Levy, which 
arrives next year, are already enough to digest.

7
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Store closures are clearly a challenge for the high 
street but this is not necessarily a sign of distress 
or a direct result of Brexit. Instead, it is likely to be 
further evidence of retailers’ investments tracking 
consumer demand for different ways of shopping.

It is revealing that 40% of store closures are 
expected to be from fashion retailers, one of the 
sectors most affected by the growth in e-commerce, 
and one that has been hit hard by rising property 
costs, particularly in London.

Our survey also found that a significant number 
of retailers plan to refurbish stores (39%), reduce 
space in stores (36%) or open new stores (13%).
High-profile examples such as Homebase, Argos 
and Dreams have shown a significant commitment to 
investing in their existing store portfolio, and all three 
appear to be reaping the reward of significant uplifts in 
sales and profits.

There is also a growing trend to share space in 
stores, with 22 of the UK’s top retailers embracing this 
idea. The majority will share with a leisure operator 
(68%) or a multi-channel retailer (52%). For example, 
the new John Lewis in Leeds will incorporate a 
Kuoni travel agent, building on the long-standing 
relationship between the two businesses.

Retail property
Roger Clothier and Daniel Sweeney, Partners, Retail Property team at TLT

Brexit does not appear to have triggered a wide reassessment of economic prospects 
but the high street does face more store closures. Retailers expect to close 4,600 
stores over the coming year, up from 3,700 closures predicted before the vote.

11%
Relocate

stores

36%
Close stores

36%
Reduce space in
existing stores

39%
Refurbish 

existing stores

36%
Close stores

13%
Open stores

11%
Extend
stores

Investment plans for physical stores The reasons for doing this? To improve the shopping 
experience for consumers (69%), increase footfall 
(67%) and generate additional revenue (59%). 
Interestingly, the order of priorities reflects the 
challenge retailers face in getting consumers to visit 
stores in an age when almost anything can be bought 
with a single click. 

The ‘big four’ supermarkets have been quick to exploit 
this opportunity, which is no surprise given the size and 
shape of their store estate. Recent announcements 
reveal Sainsbury’s plan to roll out more Argos digital 
concessions and mini Habitat shops, Tesco’s tie-
up with Holland & Barrett, Morrisons plan to install 
hundreds of Amazon Lockers and Asda’s partnership 
with Umbro.

Asda has also shown that it’s not just space they are 
willing to share. Their ‘toyou’ collect-and-return service 
aimed primarily at pureplay retailers shows how they 
are trying to generate revenue from their logistics 
network and use it to increase footfall in their stores.

Store location has always been key to the success 
of bricks and mortar retailers but the most favoured 
locations inevitably change over time in response to 
changing shopping habits. In our 2015 survey ‘high 
streets in market towns’ were deemed to have the 

“40% of store closures are expected 
to be from fashion retailers”
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best growth prospects. But this year they have been 
pushed into second place, with travel hubs being the 
most favoured location.

Retailers such as WHSmith have shown how profitable 
travel hubs can be in the UK and internationally. 
The attraction has historically been their low rents, 
guaranteed footfall and time-pressed consumers who 
value convenience over price. 

But, in recent years, it is their potential to support 
click & collect services that has increased their 

East  
Anglia

East 
Midlands

Yorkshire & 
Humber

North
East

North 
West

West
Midlands

Scotland

Wales

South West
South East

London

Northern 
Ireland

Views on stores and regions

  Saturated
  Under potential

Top locations for international store expansion

A

China

42%
India

21%

Turkey

19%

Germany

27%

Ireland

18% 

US
38%

popularity with retailers. Some have opened their own 
stores in travel hubs – for example, John Lewis in St 
Pancras and Heathrow Airport and Argos at Cannon 
Street tube station – while others have partnered with 
third party service providers such as Doddle.

The least popular locations continue to be out-of-town 
retail parks, in-town shopping malls and shopping 
parades away from high streets. Whether this is a 
post-Brexit sign of a shift in location focus, or the high 
initial capital expenditure of such a store proving less 
attractive, is open to debate.

It may well simply be a result of the out-of-town and 
shopping mall markets being relatively mature and 
that the retailers who want to be in those locations are 

already there. It is certain that these marketplaces 
continue to see a trend for major retailers seeking 
lease re-gears in advance of breaks and expiry, often 
securing enhanced terms and incentives in return for 
their continued presence. 

When looking at opportunities for growth by region 
in the UK, the South West continues to have the 
most potential, with the South East being the most 
saturated. Interestingly, London is now seen as having 
more potential for growth than last year and so too is 
the West Midlands.

Looking internationally, 19 of the UK’s top retailers 
plan to expand internationally by opening more 
physical stores. The most popular location is China, 
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57%

72%

15%

48%

57%

41%

23%

28%

15%

14%

9%

14%

14%

8%

9%

8%

£ LOGIN

Investment in store features and services

Mobile
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Wi-fi for
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shop
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iPads
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(e.g. yoga classes)
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technology

38%

27%

12%

95%

87%

75%
69%

64%

43%

29%
23% 22%

17%

15%

% Total

Currently offer
Planning to offer

which ranked third in our survey last year. This shows 
that many retailers still feel the country has potential 
due to its size and scale, even if retail growth has 
slowed over recent years. Other countries that are 
currently in favour are the US, Germany, India, 
Turkey and Ireland. 

A small number of large retailers are still 
experimenting with pop-up stores in the UK and 
internationally. Nine plan to use them to drive sales, 
provide concessions to other retailers/brands and 
support click & collect services this year.

Pop-up stores have been particularly popular with 
automotive retailers looking to showcase their latest 
models and pureplay online retailers that lack the 
physical store presence of their rivals. In theory 
they excite consumers and encourage spontaneity 
and impulse shopping. Karen Millen’s Nexpo pop-
up store shows that they can also be a great way to 
try out new technology.

To enhance customers’ experience of visiting 
their stores, most retailers plan to offer mobile 
payments, wi-fi for customers, personalisation 

technology and improved drop-off/pick-up points 
over the next three years. 

We will also see over twice as many coffee shops 
in stores, with 64% of retailers planning to cash in 
on our love of all things caffeinated.

Some retailers are also experimenting with 
more innovative improvements such as beacon 
technology, virtual rails, 3D printing and virtual 
reality. Most are still testing these in concept stores 
but it surely won’t be long before they find a home 
in our high streets.

Physical stores are still viewed as vital to the 
success of most retailers, but their role continues 
to change and, like many of us, they are being 
asked to deliver ‘more for less’. Sharing space 
could be a silver bullet for some; others will look 
to technology for the answers; all will need to 
optimise the size and location of their store estate 
and continue the fight for footfall.

Get in touch

If you’d like to discuss any of the issues in this 
chapter, please contact:

Roger Clothier

T 0333 006 0205 
E roger.clothier@TLTsolicitors.com

Daniel Sweeney

T 0333 006 0309 
E daniel.sweeney@TLTsolicitors.
com

mailto:roger.clothier%40TLTsolicitors.com?subject=
mailto:daniel.sweeney%40TLTsolicitors.com?subject=
mailto:daniel.sweeney%40TLTsolicitors.com?subject=
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“If one word summed up the current trend in property use, 
it would be ‘adaptation’” Richard Barker, Director, Barker Proudlove
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Stores with excess space are becoming more 
inventive at sharing space with other businesses, 
despite the difficulties and fears voiced in recent years 
by commentators. Tesco has arrangements with Pure 
Gym, xercise4less, and some Arcadia brands, among 
others, as has the clothing retailer Next with Costa 
Coffee. The list goes on.

This was making sense even before the Brexit vote, 
because changing shopping habits have been forcing 
a changing retail reaction for a number of years now.

But the good news is that the high street, in the widest 
sense of the words, has more than just come through 
the upheaval. Not only are some online players 
moving there to boost brand awareness, but new 
entrants are setting up where rents fall. For example, 
online clothing retailer, Missguided, has recently 
opened its first physical store at Westfield Stratford. 
This could pave the way for further expansion.

The current positives also include a weak pound 
encouraging overseas businesses, such as the 

Australian accessories chain, Lovisa, to expand. 
And investors know that the government is now 
very focused on policies that will keep business 
competitive, however hostile the exit from the EU 
proves to be. 

“Stores with excess 
space are becoming more 
inventive at sharing space 
with other businesses”

Where it is tough, which it is particularly for retailers 
with very tight margins, we are already starting to 
see adaptation working. For example, Poundworld is 
escaping the everything-for-a-pound straitjacket by 
launching Poundworld Plus so that it can sell goods 
for more than that fixed amount.

Diversification is also visible in what struggling 
second-tier shopping centres are doing to 
revitalise. The Corn Exchange in Manchester 
was in difficulties as a retail centre. But it is now 
bustling, thanks to a determined focus on leisure. 
The same will be true for the Buttermarket in 
Ipswich, which has similarly transformed.  

Both Buttermarket and The Corn Exchange are 
examples of secondary shopping centres which 
have repositioned themselves as leisure destinations 
in major catchments where the population has a 
decent disposable income. Like landlords, retailers 
are constantly having to adapt and evolve to the 
continuous change in consumer habits – something 
that was less apparent in the last financial cycle.

Leisure in all its forms now increasingly underpins 
many bricks and mortar shopping destinations. 
People still like to go out and shop as an 
experience, however much they may also like to 
stay at home and buy online. Again, it seems to be 
about balance. 

Interview | Richard Barker, Director, Barker Proudlove

Retail is a resilient business sector, good at adapting to market conditions. If one word 
summed up the current trend in property use, it would be ‘adaptation’.
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One of the biggest things we are starting to see 
is contraction of the actual retail pitch in towns. 
In larger cities it is being eaten into by the likes of 
leisure, hotels, health & fitness and residential. In 
less populated towns, where there are oversized 
town centres and subsequently weaker areas due to 
an oversupply of property, landlords are reviewing 
whether or not a completely new approach is needed. 

Altrincham is a good example. Whilst the core 
shopping area thrives, the peripheral end of George 
Street has seen landlords opting for the residential 
conversion of upper floors. Similarly, a large former 
retail parade on Railway Road has been demolished, 
paving the way for a new hospital.

That early panic over the future of the high street – 
thanks to the march of online alternatives – has largely 
gone, with retailers focused on creating an experience 
and developments around click and collect. 

Many retailers are sensibly trying to reduce shoppers’ 
dependence on home delivery which, outside of 
large urban centres, is a very expensive proposition. 

They recognise that the more customers they can 
encourage to pick up goods in store the better. Click 
and collect can also act as a bridge between the 
online and offline retail experience, increasing footfall 
and spending in stores.

“Leisure in all its forms 
increasingly underpins many 
bricks and mortar shopping 
destinations”

One supermarket chain is encouraging shoppers 
who buy online to collect their groceries from a 
collection point at a convenient local hub point, such 
as a petrol filling station. It is a more cost-effective 
option for the supermarket and still offers the 
customer some convenience.

Another trend is companies with multiple brands 
bringing them under one roof. Edinburgh Woollen Mill, 
for example, which owns Austin Reed, Country Casuals, 
Ponden Home and Peacocks, is moving towards 
having elements of each in its portfolio of stores.

There are obviously difficulties from Brexit, and we have 
seen a significant slowdown in freehold sales of large 
retail property lot sizes, for example. This is mainly 
because nobody really feels confident valuing them just 
now or knowing their ‘true’ value in the future.

But it is also worth noting what we have not seen: a 
slowing down in the overseas investment plans of UK 
retailers. Overseas investment is actually continuing 
to grow. Not all of this will be due to plans already in 
place simply continuing. 

The evidence suggests that retailers are modifying 
how they use property but are not in flight from 
it. Typically, this is by sharing space with other 
businesses and drawing a direct dependency 
between online and offline through click and collect. 
So, perhaps to ‘adaptation’ we might also add the 
word ‘inventiveness’.

13
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The Brexit vote brings some additional pressures. A 
significant proportion of retailers expect supply chain 
costs to rise (38%) and the top supply chain concerns 
have changed from improving delivery options and 
dealing with returns to managing changing costs such 
as FX rates and overseas deliveries.

As the value of the pound continues to fall, most 
retailers are concerned about the rising cost of 
imports (78%, previously 54%) and many also fear that 
the UK’s changing relationship with the EU will make 
exporting goods more difficult (74%, previously 67%).

In response to these changes, retailers are reviewing 
currency hedging (69%), changing suppliers (55%) 
and sourcing supplies from different countries (51%). 
Interestingly, nearly a quarter expect to bring more 
production back to the UK, which accelerates a trend 
that has been present for the past few years. 

Retailers also expect to share some of the potential 
Brexit pain too, with most looking to reduce costs 
within the supply chain (63%) and improve efficiencies 
(74%), rather than pass on increased costs to 
consumers (29%).

Tesco’s recent battle with Unilever shows the lengths 
to which some retailers will go to in order to shield 
customers from Brexit-related price rises and protect 

Supply chain and logistics
Perran Jervis, Partner and Head of Retail at TLT

With an increasing dependence on delivering goods to customers at home or via click 
and collect, there is anxiety about how well supply chains can cope with less than half 
of retailers (45%) confident about their own. 
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margins. Tesco’s victory and the support they 
received from the press will no doubt encourage 
others to adopt a similar stance.

In many ways retailers and their suppliers are currently 
facing a difficult conundrum on costs and prices: the 
former are increasing for many but, with consumers 
unwilling to bear price increases, retailers will be left 
with little choice other than to find cost savings in their 
supply chain and review cost prices with their suppliers.

The situation is made more challenging by the highly 
competitive nature of the UK retail market, particularly 
in the grocery sector, where most of the major 
supermarkets have invested millions in lowering prices.

As buyers seek ever-cheaper goods, there are 
concerns about the impact on supply chain choices. 
The most significant ethical concern for retailers 
is child labour (69%) followed by ‘general working 
conditions’ (63%) and ‘harm or damage to local 
communities’ (62%). 

Just over a third (39%) are concerned about slave 
labour, perhaps driven by the recent Modern Slavery Act, 
which puts additional responsibilities on larger retailers 
to ensure that there is no slavery or human trafficking in 
the supply chain.

Retailers are right to have these issues high on their 
list of concerns, with allegations on a recent Panorama 
programme that refugee children were employed in 
a Turkish factory that allegedly supplied products to 
several well-known UK high street retailers. Closer 
to home, there has been intense scrutiny over poor 
working conditions at Sports Direct.  

Wherever these incidents take place, it is the brand 
at the end of the chain that suffers the most from 
the damaging headlines, social media backlash 
and inevitable drop in sales. It is therefore vital that 
retailers and, in particular, buyers take ethical and 
operational requirements and audits of their suppliers 
as seriously as they take cost negotiations.

Ethical concerns in relation to supply chains
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61%
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52%
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The top supply chain concerns reveal that retailers 
are struggling to cope with demands for faster and 
more flexible delivery options, returns from online 
shopping and spikes caused by seasonal events 
such as Black Friday.

In response, most retailers are prioritising investment 
in ‘logistics’ and nearly half (47%) will increase staff 
numbers in warehousing, logistics, distribution and 
fulfilment. But will it be enough?

Pressure is growing on retailers to introduce same-
day delivery options and give consumers more choice 
over when items are delivered. Retailers such as 
Amazon and Argos have led the way on this, with 

many others set to follow. Sainsbury’s, for example, 
has introduced one-hour delivery in parts of London to 
compete with Amazon’s grocery service.

They must also deal with a growing number of returns 
from online shopping, with the average rate at 28% 
and fashion retailers experiencing a rate of 40%. With 
many retailers accepting returns by post (88%), in-store 
(79%), via a fulfilment provider (62%) or third party 
retail networks (42%), the challenge of tracking and 
consolidating stock is growing in complexity.

The reliability of third party providers is the single 
biggest issue for home delivery fulfilment, followed 
by providing a consistent customer service and 
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concerns about the costs of third party logistics. 
This recognises that home delivery is often the most 
vulnerable part of the customer experience. 

Not surprisingly, retailers want to spend more on 
getting home delivery right and nearly a quarter 
(23%) expect to increase home delivery fees. In an 
interesting step for the future, Amazon in the US has 
recently announced that it is to invest more in its 
own logistics and delivery capacity in major cities. 
Whilst in the UK, Argos is investing heavily in its 
same-day Fast Track service. 

Click and collect is now virtually ubiquitous, with till 
point collection still the most popular option (64%). 
But there is growing interest in alternatives. Collection 
lockers both in and outside of stores are proving 
particularly popular, with 32% or retailers planning to 
introduce them over the coming year. 

The vast majority of retailers (80%) expect click and 
collect volumes to grow this year, with an average 
increase in these volumes of 23%.

With the challenges brought on by Brexit and a 
nation of online shoppers who expect fast, flexible 
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and often ‘free’ delivery, the need for a robust and 
connected supply chain increases. Add to this the 
regulatory and ethical challenges around global 
supply chains and retailers have a tidal wave of 
issues to manage.

As is often the case, where there are challenges 
there are also opportunities, and some retailers see 
fulfilment as a source of competitive advantage and a 
driver of sales. Others simply hope that their logistics 
operations and those of their third party providers are 
up to the job.

Get in touch
If you’d like to discuss any of the issues in this 
chapter, please contact:

Perran Jervis

T 0333 006 03205 
E perran.jervis@TLTsolicitors.com

mailto:perran.jervis%40TLTsolicitors.com?subject=
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“No business can survive for long without being on top of its 
supply chain” Tom Carroll, Chief Operating Officer, graze.com
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Our healthy snacks are now being sold through 
Walgreens in around 4,500 of its 8,000 stores across 
the country, a privilege that brings challenges and 
delivery obligations. Understanding the market and 
anticipating retailers’ needs through managing big 
data, including spotting any slow-moving product lines 
often before retailers do, are our hallmark. This has 
already helped us build strong relationships with some 
of the biggest chains in the UK.

“We can bring a new product to 
the customer within 48 hours 
of coming up with the recipe”

There is no particular secret to getting that focus and 
the logistics right, just an acute attention to detail and 
desire for constant improvement. The aim is always for 
flawless execution, so we invest heavily in building our 
own systems, which ensures transparency across the 
supply chain. 

This has been the case from the moment graze 
began in the UK eight years ago as a subscription 
service. Now, whenever one of our products has 
sold anywhere, we will know about it within a 
couple of days.

The logistical challenges for graze as we break into 
the potentially huge US market, effectively a continent 
rather than just a country, are considerable and 
have often thwarted other UK producers. They start 
for us with sending five large containers of products 
from Southampton to New Jersey every week for an 
18-day sea crossing, because everything we sell is 
made at our single London plant.

Once they arrive, the goods must pass through 
a number of regulatory hoops: both US 
Customs Border Control and the Food and Drug 
Administration. We need very good relations with 
both, and this means keeping on top of many 
compliance requirements, which we do assiduously.

At a practical level, there are all the potential 
hazards that come from shipping to multiple 
retailer in-bound distribution centres across the 

US. Ensuring that products are announced and 
delivered to agreed timeslots and to rigorous 
standards is critical to avoiding financial and 
reputational damage, and doing it right every time 
is the key. 

Fortunately, our subscription service, which 
delivers to all 50 states weekly, gives us a good 
understanding of how to scale up distribution to 
meet the demands of retailers.

“Owning and integrating 
everything gives us 
huge flexibility”

We have undoubtedly been helped by our business 
ethos, which is based on speed, constant change 
and response to market. Because of our fully 
integrated production and supply chain model, 

Interview | Tom Carroll, Chief Operating Officer, graze.com

No business can survive for long without being on top of its supply chain, however 
good the product. For graze, as we enter the US retail market this year, getting the right 
relationships with the retailers and logistics service providers from the outset is key.



1919

we can bring a new product to the customer within 
48 hours of coming up with the recipe. 

Owning and integrating everything gives us huge 
flexibility. Not many businesses can claim anything like 
that turnaround. Most manufacturers with whom we 
compete for space must develop a product, commit a 
budget and then rely on third party contractors to get it 
out for sale.

“One of the key elements 
to our success is the speed 
with which our subscribers 
feed back information on the 
products we send them”

Our omnichannel model lets consumers decide 
whether they want to subscribe, buy through our 

e-commerce website or purchase from a physical 
store. We have no favoured route; the important thing 
is that customers access our products in a way that 
works best for them.One of the key elements to our 
success is the speed with which our subscribers feed 
back information on the products we send them. We 
know very quickly whether a new line is going to work 
or not and this informs our proposals to retailers. 

In the wider economy, there are obviously concerns 
about what Brexit will mean. We use around 200 
different ingredients, many from over 60 countries, so 
we are already thinking about how best to manage 
supply and pay for it as sterling has devalued.

We see these as hurdles to overcome, not walls 
blocking our ambitions. In terms of the EU, we are 
concerned that any divorce should not involve a step 
backwards in terms of regulation and compliance.
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With the majority of retailers expecting sales on 
mobile devices to increase, it is no surprise to see 
that ‘mobile optimisation’ tops the investment list for 
customer-facing technology. But, as more routes to 
market are added into the mix – such as the Apple TV 
platform for which Mr Porter recently launched an app 
– content optimisation across devices could become 
more of an issue in the years ahead.

Retailers also know that they must continuously 
improve the customer experience on their website 
and mobile apps, create compelling content, 
introduce more personalisation and improve payment 
processes. Even small improvements in these areas 
can yield better conversions and sales, which is 
increasingly important in an era of low growth. 

Looking at the sources of technology/digital 
innovation, it’s interesting to see that retailers still rely 
heavily on external consultants (64%) and internal IT 
teams (52%), but this is changing. 

Nearly half now have a digital innovation team and many 
of the UK’s largest department stores and supermarkets 
such as John Lewis, M&S and Sainsbury’s have 
opened ‘technology incubators’ or ‘digital innovation 
hubs’ to gain a competitive advantage.

Technology and data
Dan Read, Associate, Technology & IP team at TLT

Technology remains a priority for most retailers online and in stores, with just over 
half planning to increase budgets this year. Brexit has led to a slight dip in confidence, 
with the number of retailers putting budgets on hold rising from 22%  
to 28%. But few will cut budgets.
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Behind the scenes, retailers are investing in the 
back-office IT systems that underpin their operations. 
Information security is a top priority, with retailers 
desperate to avoid being the next victim of a cyber 
attack or data leak. The majority are also trying to 
integrate (59%) and replace legacy systems (62%). 
A third of retailers plan to take advantage of cloud 
services to modernise IT infrastructure (31%), with  
19% looking to outsource IT systems.

Data analytics and ‘big data’ systems are predicted 
to transform the retail sector but many still struggle 
to get a single view of customers and stock. This is 

something they are keen to resolve as it will help drive 
greater efficiency and improve customer service. 
These are the top priorities for the year ahead, 
along with managing multi-channel operations and 
behavioural targeting.

What is also evident is that many retailers are unclear 
of the value that data has in increasing sales. Many 
are ‘not sure’ if it helps at all (44%) and some even 
think it has a negative effect (10%). Just 8% consider 
it ‘very helpful’ at the moment.

As for customers, retailers believe that most (61%) 
have no idea how their data is used. How would they 
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feel if they did? When it comes to personalisation, 
many commentators have pointed out that there’s a 
fine line between ‘cool’ and ‘creepy’. Retailers must be 
careful not to damage the relationships they’ve worked 
so hard to build and maintain.

So, if ‘big data’ isn’t driving online sales, then what 
is? Well, after all these years, email marketing is 
still proving to be most effective (although clearly 
more effective with good data!), followed by social 
media. Most surprising perhaps is that TV came 
in third, despite the increased use of video-on-
demand services.
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Also of interest is recognition that influencer 
marketing is becoming more effective. In a recent 
report by Econsultancy it is claimed that 60% of 
fashion and beauty brands have an influencer 
marketing strategy in place, while a further 21% 
plan to invest in it over the next 12 months.  

Looking more closely at retailers’ own use of social 
media, most use it to deal with customer feedback 
(70%), market to existing customers (69%) and 
attract new ones (61%). For example, Pret a Manger 
has used social media as a customer listening tool, 
helping them monitor store performance, stock the 
right products and create new concepts such as 
their Veggie Pret pop-up stores.

Other retailers such as Boots use social media to 
connect with a younger audience. They have allowed 
teenagers to guide their social media strategy, 
ensuring they use the right platforms in the right way.

Many retailers are also using social media to 
extend the reach of their advertising campaigns, 
particularly in the run-up to Christmas. John Lewis’ 
2016 Christmas ad (#BusterTheBoxer) has, for 
example, been watched over 20 million times on 
YouTube a month before Christmas.

Perhaps not surprisingly, Twitter and Facebook are 
still the most popular social media platforms for 
retailers (71% and 62% respectively). Amongst the 
12 other platforms in use, it’s interesting to see that 
nine major retailers are using the instant-messaging 
service WeChat to engage customers in China.

Most believe that social media channels help 
generate between 1% and 10% of sales, with over 
a quarter seeing no impact at all (28%). One retailer 
estimates that a whopping 51–75% of sales are 
generated by social media, which is perhaps a sign 
of things to come.
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In an attempt to boost online sales across the EU, 
the European Commission launched its Digital Single 
Market strategy back in May 2015. Part of that strategy 
is to end geo-blocking, where retailers deny consumers 
access to a website based on their location, or re-route 
them to a local site with different prices.

Currently, 64% of retailers state that they use geo-
blocking. Some report using it to allow for different 
prices in different markets, others to avoid dealing with 
international payments and deliveries or for copyright and 
licensing reasons. In reality, while there is a single market 
across Europe, many retailers treat it as a host of separate 
markets for both operational and customer reasons. 

The European Commission published a draft 
proposal to address geo-blocking and other forms of 
discrimination in May 2016 and so regulatory reform 
is underway. But whether this will affect UK retailers 
post-Brexit is still in the ‘wait and see’ camp as of 
November 2016. 

What is evident from this year’s survey is that, whilst 
technology and online marketing are clearly helping 
to drive sales, the digital landscape is becoming ever 
more complex. Retailers know they must find the right 
ways to engage their customers, not collectively but 
as individuals. This is the biggest challenge, but also 
the biggest opportunity.

Get in touch

If you’d like to discuss any of the issues in this 
chapter, please contact:

Dan Read

T 0333 006 1795 
E dan.read@TLTsolicitors.com

mailto:dan.read%40TLTsolicitors.com?subject=


23

“We are looking to exploit the huge opportunities that come 
from digital and agile ways of working” Ian Windsor, Chief Information Officer, WHSmith plc
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Although WHSmith is a down-to-earth, pragmatic 
business, technology and the IT team are very much 
at the heart of how we improve efficiency. They are 
also central to our plans for growth, both in the UK 
and internationally.

Unlike many other retailers, footfall in our stores will 
always be crucial, so we invest most of our efforts in 
improving the customer shopping experience and 
driving efficiency in our stores. 

“Growth internationally is a key 
priority and we are working 
with our IT suppliers to provide 
a platform to enable this” 

However, investment in omnichannel and digital is 
growing and recent enhancements in our click & collect 
capability and better integration of social media are 
really promising.

Growth internationally is a key priority and we are 
working with our IT suppliers to provide a platform 
to enable this. It’s hard to predict where and when 
we will win an international tender, so it’s really 
important that we can quickly implement our 
standard retail model anywhere it’s required.

“A key technology focus is to 
make our staff as productive  
as possible”

In Travel Retail, the two big opportunities we have 
are in mobile payments and working together with 
airports on new innovations. These will improve 
service, reduce queues and make our stores more 
efficient. I’m really excited about the opportunities 
to share data with airports. 

Whether it’s delivering gate and flight information to 
our tills and self-checkouts, or using passenger flow 

and forecast information to optimise staffing levels in 
our stores, there’s so much we can do here!

In our High Street stores a key technology focus is to 
make our staff as productive as possible. That’s all 
about getting people out of the back office and on 
to the shop floor, simplifying the work that has to be 
done and equipping the team with the best information 
possible to make decisions. 

“Like all businesses, we are 
looking to exploit the huge 
opportunities that come  
from digital and agile ways  
of working”

To help that happen, we invest heavily in tablets, 
mobile devices and apps for staff. For example, we 
have recently given our managers dashboards that 

Interview | Ian Windsor, Chief Information Officer, WHSmith plc

WHSmith has over 1,300 stores across the UK and in 23 international markets. The 
business is split between the High Street and Travel Retail, and we also have two online 
businesses: WHSmith.co.uk and Funkypigeon.com.
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let them see what is selling well in other stores to help 
them make decisions about what to promote in their 
own: the sort of real-time trading intelligence that can 
improve sales.

“We have a very exciting 
IT agenda going forward 
and a five year investment 
programme to support that”

Given that we occupy key positions on high streets 
and in travel hubs, we have a great opportunity to offer 
third party services in these stores. It’s another great 
example of where IT enables the business, and the 
work we just completed to offer Western Union Money 
Transfer through our self-checkouts is really ground-
breaking stuff. 

However, this real-time integration of third party 
services creates a complex technical challenge, 
increasing the reliance on networks, IT partners  
and services. 

Like all businesses, we are looking to exploit the huge 
opportunities that come from digital and agile ways 
of working. Where we do this best is in Funkypigeon.
com (our personalised greetings card and gifting 
business). It’s a real digital business, it fully leverages 
the cloud through Amazon Web Services and it 
delivers a great app and mobile customer experience. 

It’s also where we best utilise customer data. The 
business is all about personalisation and the more we 
leverage that data the more personal we can make the 
offer to our customers.

We have a very exciting IT agenda going forward and a 
five-year investment programme to support that. It has 
not been altered by the Brexit vote; and as a business 
we have a growing international component, which will 
soften the impact of currency fluctuations through time. 
So Brexit is largely business as usual for us.
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There is growing concern about the effect of 
Brexit on recruitment and labour costs. But these 
are not the cause of staff cuts. The key reasons 
for reducing staff are clear: retailers are seeing a 
continued shift in sales from stores to online, many 
are reducing store numbers, and technology is 
increasingly being used to replace staff in stores. 

Interestingly, self-checkout systems will appear in 
many more stores over the next three years, with 
43% planning to use this technology (28% currently 
use them). This is likely to be more innovative than 
the traditional ‘self-checkout till’. 

Apple, for example, allows shoppers to scan the 
barcode of items on their own phones and pay via 
their iTunes account. Notably, Apple stores have 
no till points, so all staff are free to help on the 
shop floor.

So, what are the retail jobs of the future? 
Predictably, retailers plan to invest in roles that 
drive online sales and meet customer demands for 
rapid home delivery and click and collect services. 
The top three areas of growth are warehousing 
and logistics, online/digital teams and customer 
service functions (eg call centres).

Staffing
Esther Smith, Partner, Employment team at TLT

Retailers plan to reduce staff numbers over the next three years but not as a result of 
Brexit, which so far has had little impact on staffing plans. The post-Brexit results show 
that 41% plan to reduce staff numbers (40% before the vote) and 32% plan to increase 
them (previously 34%).
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Indeed, most major retailers have ramped up 
investment in these areas over the past few years, 
either by growing their internal teams or by contracting 
with others to provide more tailored services.

Store management and head office roles across all 
departments will bear the brunt of cuts. Surprisingly, 
shop floor staffing numbers will remain broadly the 
same, which raises questions about whether self-
checkout systems are actually helping to reduce  
in-store staff costs.

The top staffing concern for almost all major retailers 
(92%) is the National Living Wage, which came 
into effect on 1 April 2016. Our survey provides a 
unique insight into how the UK’s largest retailers are 
mitigating the impact of this new legislation.

It is clear that, while some staff will benefit from higher 
basic pay as a result of the National Living Wage, 
many will lose out in other ways, with an overwhelming 
majority of retailers planning to reduce staff benefits 
(76%), reduce working hours (74%), automate more 
processes (68%) and cut jobs (62%). Few plan to 
increase prices as a result of the National Living Wage 
(12%) although other factors such as the sterling 
exchange rate may see price rises for consumers.

The decision not to pass on the cost of the National 
Living Wage to consumers shows how tough trading 
conditions still are for many retailers. This is particularly 
true in the fiercely competitive grocery sector. Clothing 
is another sector under pressure, with more players 
using discounting to attract shoppers.

Gender pay reporting is the other key staffing issue 
for many retailers, with over three-quarters concerned 
about its impact. This regulation is expected to come 
into effect in April 2017, with retailers publishing their 
first report by April 2018, and annually thereafter. 
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Most view gender pay reporting as ‘just another 
administrative burden on businesses’ (94%). But 
many are concerned about gender pay reporting 
being a trigger for claims, particularly in relation 
to equal pay (59%). 

Some see it as an opportunity to show that their 
pay gap is less than the national average (64%). 
But few seem to believe that it is an issue that 
will concern job applicants when considering an 
employer (14%). Fewer still think that customers 
will care about the issue when choosing where to 
shop (2%).

But all that may change. When the first reports are 
finally published, they will be heavily scrutinised 
by the media. Any consumer-facing brand 
with significant gaps will no doubt be subject 
to negative publicity and may therefore face 
pressure to take action to protect their reputation.

Whether the ongoing requirement to publish data 
will help close the gender pay gap is less clear, 
although that is obviously the intention of the 
regulations. If retailers are right to assume that it 
won’t have a significant impact on sales, supplier 
relations or their ability to recruit, then it’s hard to 
see what will motivate them to address any issues.  

The other staffing concerns on the minds of the 
top retailers are a possible ban on zero-hours 
contracts, retaining talent, shared parental leave 
and the Apprenticeship Levy, which will come 
into effect in April 2017. This has not yet been 
particularly widely reported in the press, but it is 
going to impose significant additional costs on 
employers with an annual wage bill in excess of 
£3 million, so many retailers will be caught by this.

“It is clear that, while some 
staff will benefit from higher 
basic pay as a result of the 
National Living Wage, many will 
lose out in other ways”
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Despite the negative press around zero-hours 
contracts and retailers such as Sports Direct 
being in the firing line, official data from the 
Office of National Statistics shows a 20% rise 
in their use over the last year. In a sense, this 
increase likely reflects the fact that demand is 
now much less predictable and retailers are 
seeking flexibility in staffing.

Zero hours contracts provide flexibility of 
casual labour. However, it is now unlawful 
to include an exclusivity clause in a zero-
hours contract, so employers cannot prevent 

their ‘zero-hours’ staff taking up work with 
other employers. Crucially, an ‘ethical’ use of 
zero-hours arrangements may help counter 
pressure from the media and the unions.

Many retailers are starting to think about what 
Brexit will mean for non-UK nationals currently 
working in their business. There is uncertainty 
over what the future immigration structure could 
look like for the UK. Where retailers rely on a 
migrant workforce, they may be considering 
how to future-proof their recruitment and 
retention processes, so far as possible.
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Those planning the staffing requirements of the 
UK’s largest retailers clearly have a challenging 
time ahead. Changing shopping habits, an 
uncertain economic climate, intense competition, 
a raft of new regulations and the uncertainties of 
Brexit must all be taken into account.

“Many retailers are starting 
to think about what Brexit 
will mean for non-UK 
nationals currently working 
in their business”

But retailers have been here before and have learnt to 
adapt to an ever-changing retail environment. Many 
will find ways to reduce costs, improve efficiencies 
and deliver a better service. While some jobs will go, 
new roles will be created and retailers will evolve to 
meet the needs of the next generation of consumers, 
embracing the technology that they expect.

Get in touch

If you’d like to discuss any of the issues in this 
chapter, please contact:

Esther Smith

T 0333 006 0966 
E esther.smith@TLTsolicitors.com

mailto:esther.smith%40TLTsolicitors.com?subject=
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“In the battle to improve the customer experience and  
reduce costs, real people now compete with algorithms”  
Simon Quinn, Head of Executive Search, Moon Consulting
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It could make for a challenging recruitment process, 
particularly as there is no directly comparable 
experience to put on a CV: nobody has left the EU 
trading bloc before. But retailers still need to trade and 
invest whilst Brexit unfolds and they need the right 
expertise to support them in doing this.

“The staffing aftershock, if 
there is one, will probably come 
early in 2017”

The vote has therefore unsurprisingly triggered 
requests for senior executives used to helping 
businesses adapt through a period of change. 
Retailers are now looking for senior managers who 
can manage the unpredictability of Brexit, but who will 
also be prepared to take risks. 

But this is a two-way street. Senior managers want 
retailers to be clear about their goals, however 
speculative and reconfigured these may be since the 
June vote. They are also looking for a particular level 
of security to make a move at this time. 

The lack of any significant impact on staffing levels in 
the months after June 23 may prove a false guide to 
the future for staffing levels generally. By the time the 
vote took place, most major retailers had their plans 
and budgets in place for the next key sales period, 
this Christmas. The staffing aftershock, if there is one, 
will probably come early in 2017.

Indeed, significant change in general recruitment 
was likely to have to happen anyway, despite the 
Brexit vote, as staffing levels are already an issue 
for retailers. The sluggish economy, the continued 
increase in online shopping and the introduction 
of the National Living Wage will all impact on 
staffing requirements.

Overall, there is no doubt that smaller and medium-
sized employers are feeling the most anxious about 
their future prospects, particularly retailers that have 
built their success on overseas workers. Larger 
businesses seem more sanguine, perhaps expecting 
to defend their corner successfully to government.

Of course, technology is also affecting staffing 
decisions, because of both what it offers and what it 
threatens. As online sales have risen, many jobs have 
been created in digital and technology teams and 
areas such as supply chain and logistics.

But, on the other hand, technology such as self-
checkout systems can be used to reduce staff 
numbers in stores and could have a major impact  
on the industry.

“Of course, technology is also 
affecting staffing decisions, 
because of both what it offers 
and what it threatens”

For better or worse, in the battle to improve the 
customer experience and reduce costs, real people 
now compete with algorithms. They are so far fairly 
evenly matched. But the direction of investment 
seems to favour systems in the years ahead, and this, 
together with a general drive to use technology to cut 
cost, is likely to mean staff cuts.

Overall, change is by definition uncertain, but there 
is still every reason to be optimistic. For example, 
one intriguing and unexpected consequence of 
the Brexit vote has been for retailers to reach out to 

Interview | Simon Quinn, Head of Executive Search, Moon Consulting

Retailers face a particularly tough recruitment dilemma, in part because Brexit is 
unfolding at a political pace rather than an economic one. They need to find senior 
executives who can manage change yet also offer a vision for an unpredictable future. 
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each other, to seek out ways to collaborate where 
once they would only have competed. 

“One intriguing and 
unexpected consequence 
of the Brexit vote has been 
for retailers to reach out to 
each other”

This may be to do with economic fundamentals 
shifting, but it feels more like a developing sense 
that UK Plc is in something together and facing a 
common challenge. 

Collaboration could also impact on recruitment 
as retailers look for senior executives and non-
executive directors who can bring with them 
networks and, crucially, ideas for ways that 
businesses can work together.
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For the moment, however, the majority of the UK’s 
leading retailers (68%) do not believe that Brexit will 
weaken their growth prospects. But many report that 
it is adding new pressures to those that they already 
face in a changing market. 

Inflation, for example, is now viewed as a bigger risk 
to consumer spending in the coming year than before 
the poll (50% from 15%). The research also found that 
a significant proportion of retailers expect their supply 
chain costs to rise post-Brexit (38%). There is also a 
hardened expectation that exporting will be tougher 
(74% from 67%) in a post-EU trading world and that 
the cost of imports will rise (78%, previously 54%). 

“Many retailers will manage 
any additional costs by putting 
prices up”

Concerns about recruitment have also risen marginally 
(52% from 48%), with many UK retailers currently 
relying on EU migrants to fill gaps in the labour 
market. If Brexit results in a cap on EU migration then 
some retailers may find their labour costs increase.

Government and regulation
Duncan Reed, Legal Director, Regulatory team at TLT

Brexit is clearly high on the agenda for retailers as it is for many businesses and, 
unsurprisingly, is now a bigger concern than it was back in June. 
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Post-Brexitchallengesfor retailers

In response to the Brexit vote, many retailers will 
manage additional costs by putting prices up (37%), 
although almost half (47%) plan to keep prices about 
the same. 

Of course, the customer will be the ultimate arbiter of 
whether or not retailers can increase prices without 
any impact to sales – and given how competitive the 
market is currently, some retailers will really struggle 
to pass on cost increases. We have already seen this 
pressure manifest in Tesco’s dispute with Unilever.

Tax in general seems to be a major concern for 
retailers. Of the top five things that government 
could do to help create a healthy sector, four are 
tax-related with a reduction in VAT, lower National 
Insurance contributions for employers and lower 
corporate tax sitting alongside business rates reform. 
Interestingly, despite the very public controversy 
over multinational firms avoiding UK taxes, stricter 
laws on corporate tax collection ranked only seventh 
out of 15 priority areas. 

Business rates continue to be a millstone for retailers, 
with their reform cited as the primary measure that 
government could take to improve the overall health 
of the sector. The government has tinkered with 
reform, but this has had little impact. Over half of 
retailers (53%)believe business rates will have a 
more negative impact this year than last. 
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The recent rates revaluation will likely cement opinion 
further. Some face rises of 45% in the space of a year, 
despite transitional relief, with the bulk of the increase 
falling on London businesses who pay one-third of all 
business rates nationally. 

Indeed, retailers report that business rates will hit 
investment in the high street, with 44% planning to 
reduce the number of new store openings as a direct 
result. Others will reduce the size of existing premises 
or shut stores altogether. Landlords may also face rent 
review requests from retailers to minimise the impact. 
A quarter of retailers will also look to cut staff numbers.

Government plans announced in October 2015 to 
abolish the Uniform Business Rate and give local 
authorities the power to cut rates have also received 
mixed reviews. Around a third (37%) are hopeful that 
this will actually lead to a decrease in business rates, 

with local authorities setting rates more sensitive to 
trading conditions. But a similar proportion of retailers 
(38%) are ‘not sure’ and 13% expect an increase in the 
overall cost to their business.

More work is clearly needed to communicate the 
benefits for retailers of a transfer of rating powers 
to local authorities, assuming of course that this 
continues to be government policy now that George 
Osborne has left the Treasury. There is also the 
ongoing issue of fairness, with many multi-channel and 
physical-only retailers noting that those retailers that 
are online-only pay far lower rates on warehousing 
and commercial property. 

Our report highlights once again the continued 
problems with business rates based on rental value, 
which in turn follows from the rapid rise in property 
prices. But the bulk of businesses that must pay do 

Mitigating the cost of business rates
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not actually own their own premises. Some argue that 
a local sales tax would be a fairer alternative. 

Easing planning restrictions for new developments 
is also cited as an area that government needs to 
address. The government’s focus on the housing 
crisis and getting more homes built is laudable, but 
this should not be at the expense of encouraging 
retail-led development. A vibrant retail offering 
promotes local economic development, job creation 
and positive placemaking. 

One barrier to new development often cited is 
the fragmented ownership and disjointed asset 
management prevalent in many town centres. It is 
clear that more still needs to be done to strengthen 
land acquisition powers to facilitate redevelopment 
of town centres. Doing so will help them to compete 
better with improved out-of-town retail developments 
and online shopping. 

Findings last year saw 31% in support of the 
relaxation of Sunday trading laws. And some in the 
industry would still like the government to revisit the 
proposed relaxation of Sunday trading laws in the 
wake of its defeat earlier this year in the House of 
Commons. Support for this might rise back up the list 
if retailers and the UK economy need a boost.   

Of those legal and regulatory issues that retailers 
are most concerned about, two of the top five relate 
to employment matters. The National Living Wage is 
still the primary regulatory concern amongst retailers, 
even though it has been in place since April 2016, 
along with equal pay and gender pay reporting.

Advertising standards and brand protection are 
also in the top five concerns for retailers and 
consumer brands. In light of Brexit, they will need 
to take positive steps to ensure that brands remain 
protected as trademarks both within the UK as well 
as in post-Brexit EU.
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Although it is likely there will be plenty of advance 
notice of the actions that need to be taken, 
protection across both territories will not happen 
automatically and existing EU trademarks may 
become liable to be cancelled. 

There may also be a tendency for UK regulations 
around brands, comparative advertising and 
advertising standards to diverge from the rules in 
place in continental Europe. This could potentially 
lead to increased compliance costs and greater 
risks of breach or infringement. 

Retailers should consider reviewing all agreements 
containing brand licences as the territory of coverage 

may be defined with reference to a pre-Brexit EU. 
Appropriate amendments and variations will need 
to be negotiated and agreed. If these matters are 
not addressed, it may present an opportunity for 
parties to get out of arrangements that are no longer 
favourable to them.

Cyber security and data protection are also cited 
as areas of concern, as more and more customer 
interaction occurs through online and mobile channels. 

Retailers recognise that collecting and leveraging 
customer data is vital to delivering a more 
personalised shopping experience and targeting 
promotions effectively. However, customers will only 
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part with their data if they trust retailers to store it 
safely and use it appropriately.

Cyber attacks on companies such as Talk Talk, 
Carphone Warehouse, Tesco Bank and Three Mobile 
highlight the growing threat that retailers face. They 
also show the financial and reputational damage that 
cyber attacks can cause.

It is clear that retailers are taking this issue seriously, 
with our survey showing that ‘IT security’ is the number 
one area of operational IT investment. However, it 
is important to remember that many data breaches 
have happened through a third-party supplier and so 
retailers need to have robust contracts with third-party 
suppliers that require strict data protection measures.

Retailers also need to be aware of the new General Data 
Protection Regulation and the potential for higher fines. 
With the implementation date of the 25 May 2018 on the 
horizon, business processes, contractual provisions, 
privacy policies and privacy notices need to be reviewed 
and potentially redesigned to firmly put privacy first.

Get in touch
If you’d like to discuss any of the issues in this 
chapter, please contact:

Duncan Reed (Regulatory)

T 0333 006 0742 
E duncan.reed@TLTsolicitors.com

Alison Deighton 
(Data Protection & Privacy)

T 0333 006 0160 
E alison.deighton@TLTsolicitors.
com

mailto:duncan.reed%40TLTsolicitors.com?subject=
mailto:alison.deighton%40TLTsolicitors.com?subject=
mailto:alison.deighton%40TLTsolicitors.com?subject=
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“New business rates bills may prove the biggest immediate 
headache for the retail sector” Jerry Schurder, Head of Business Rates, Gerald Eve
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Although retailers are not stand-out losers 
from the latest revaluation, that may be scant 
consolation for some very big rises and poor 
transitional relief arrangements.

In fact, this latest revaluation makes the 
government’s trumpeted reforms to the business 
rating system seem like smoke and mirrors.

Retailers set to receive reductions will find them 
to be less generous than they first appear, and 
those wanting to challenge an excessive valuation 
will be caught up in an obstacle course of an 
appeals process.

“Retailers set to receive 
reductions will find them to 
be less generous than they 
first appear”

One client of ours, for example, will see the 2017 
rateable value of their shop fall by 55%. So far 
so good. But because of the rules on transitional 

arrangements, which exist to help those facing 
increases but impacts also on winners from the 
revaluation, their bill will actually fall by only 4.1% next 
year and by similarly modest percentages thereafter. 

In fact, the amount paid will scarcely come down 
at all overall, allowing for inflation, by the time of the 
next revaluation in five years. The bill should fall from 
£136,675 this year to £58,900 in 2017/18 but due to the 
transitional arrangements it will decrease only slightly 
to £131,800. By the end of the revaluation period in 
2021/22 they will still be overpaying by £53,800. 

Meanwhile, London retail businesses are facing 
extraordinary increases, sometimes as high as 100%, 
with West End stores hit particularly hard. Yet the 
increase they can expect to pay next year will be 
capped at at 42%, which compares with a 12.5% 
ceiling after past revaluations. 

The problem is not the principle of a property tax but 
the five years between valuations, or a full seven years 
in the case of the latest one. If revaluations occurred 
every two or three years, any increases would be 
incremental rather than shocking. 

The uniform business rate is also now a highly 
complex piece of taxation, which successive 
governments have made more so by adding 

on supplements, reliefs and exemptions. But 
at its heart, because rates are based solely on 
a snapshot of rental value at a given moment, 
the system is inflexible to changes in economic 
circumstances, either nationally or for a 
particular region or sector. Firms are currently 
still paying rates based on rents agreed in pre-
recession 2008. 

“London retail businesses 
are facing extraordinary 
increases, sometimes as high 
as 100%”

In the meantime, we have had an economic slump 
coupled with dramatic growth in online sales and 
click and collect. This has left many bricks and mortar 
retailers paying greater taxes than their new online 
rivals, who base their operations either abroad or in 
UK warehouses which have lower rateable values than 
high street shops.

Interview | Jerry Schurder, Head of Business Rates, Gerald Eve

Amid all their other challenges, new business rates bills, which come into effect from 
April next year, may prove the biggest immediate headache for the retail sector.
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Of course, for some the revaluation is going to be 
good news, particularly in Wales, where most retailers 
will see their rateable values fall and there is to be no 
transition scheme delaying reductions in rates bills.

“The new ‘check, challenge, 
appeal’ process seems to have 
been deliberately designed to 
deter challenges”

But for larger businesses across England there are no 
early benefits from the structural changes announced in 
the last Budget or, in real terms, much reduction in what 
they can expect to pay until the following revaluation. 
The impact in Scotland is less predictable as the 2017 
rateable values there will only be made available just 
before Christmas. 

Experience shows that the Valuation Office Agency’s 
assessments are not always accurate. My firm alone 
has secured savings for clients worth more than £2 
billion since the last revaluation. There is no reason to 
assume this will change.

But what will change is the ease with which the 
new assessments can be challenged. A highly 
controversial and manifestly unjust clause has been 
included in the proposed rules, which only allows for 
a reduced assessment where the agency’s valuation 
is shown to have been “outside the bounds of 
reasonable professional judgement”. This may have 
to be tested, but it could easily include errors of up 
to 10% or more. Imagine Her Majesty’s Revenue & 
Customs getting away with an error of that magnitude 
in personal taxation!

Indeed, the new ‘check, challenge, appeal’ process 
seems to have been deliberately designed to deter 
challenges and keep them away from the courts for at 
least two years after a complaint is made. This might 
work for government public relations, but it would do 
nothing to alter a reality that many firms should and 
will appeal, however many hurdles are added, against 
a valuation system that remains opaque.
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Services for retailers

 ■ Brand management and protection

 ■ Collaboration and commercial joint ventures

 ■ Competition issues

 ■ Concessions and franchising

 ■ Construction, refits and capital investment

 ■ Corporate structures, acquisitions and disposals

 ■ Distribution and logistics

 ■ E-commerce and m-commerce

 ■ Employment and pensions

 ■ Estate management – strategy, acquisitions 
and disposals

 ■ International development

 ■ Labelling and packaging

 ■ Outsourcing

 ■ Planning and environmental 

 ■ Procurement of systems and services 

 ■ Property litigation

 ■ Supply chain disputes

 ■ Trading and advertising standards

UK-wide support

We provide retailers with a seamless service across 
our UK-wide office network. Our team can support you 
in each of the UK’s three legal jurisdictions of England 
& Wales, Scotland and Northern Ireland. 

EdinburghGlasgow

Belfast

Bristol

Manchester

London

International support

We have strong links with specialist lawyers and law 
firms in all of the countries that our clients operate 
in around the world. This allows us to partner with 
the leading sector and subject matter experts on a 
territory-by-territory basis.

Research methodology

To gain a sector and category view of the retail sector, 
independent research was conducted by Conlumino, 
a global retail research agency, on behalf of TLT LLP. 

Conlumino interviewed 100 leading UK retailers.  
In all cases, interviews were carried out with senior 
management. The sample was representative of all 
sectors in the retail space.

All charts, data and statistics featured in this report 
are the product of the research. All rights reserved, 
December 2016.

About TLT
Our multi-disciplinary team of retail lawyers has a national reputation for advising on all 
aspects of retail business and retail portfolio management. 

TLT’s understanding of the specific and varied requirements of retailers helps our 
clients to get ahead of the competition in this dynamic and fast-moving industry.
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