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Report title:
Rising prices strategy and improving shareholder’s wealth.


[bookmark: _Toc106355624]Abstract
[bookmark: _Toc106355625]ASI's profitability has lately decreased as a result of macroeconomic circumstances that have impacted the company's operations. Because of rampant inflation, the conflict in Eastern Europe, and the Bank of England's monetary policies, the company should take steps to overcome financial challenges and generate positive returns in the next quarters.
Introduction
Following recent meetings with our shareholder which led to the suggestion of a strategy which should lead to profits increase for the Company regardless of the actions taken, quote, “our primary objective is to maximize profits”, also “I suggest we increase prices ...” these are the words of shareholder Allan Scheepers. The plan would be implemented following the next meeting, with steps made promptly to monitor the results for the next quarter. Given ASI's poor performance in recent quarters and disappointment from the key shareholder, the primary goal of this report is to provide the framework for a plan that management should accept or disagree with after considering all critical elements affecting the company's profitability. Profit maximization is the element on which the corporation should concentrate its efforts.

[bookmark: _Toc106355626]Our business approaches
ASI Company is running successfully since 1910 and controls 43% of the market share in the UK. In the past five years, ASI has experienced growth and profitability pressure. Recently Company’s profits plummeted, and the ASI stakeholders want to see the Company prospering.
At the latest quarter earnings call, the company had a lot of assets as a huge network of stores, huge retail shops, massive parking lots, fuel forecourts and many in-shops restaurants. In addition to those, The Company has its own named brands, and an exclusive range of products branded as ASI. Despite having all these assets and products ASI keeps losing money likely because of poor profit management and no strategy for Profit Maximization.
[bookmark: _Toc106355627]Profit Maximization Efficiency
According to Chron business newspaper “Profit-maximizing businesses seek to generate as much net income, or profit, as feasible with the resources and market share at their disposal,” (Latham, 2011). The majority of successful corporations boost their actual profits through cost reduction and increase margin profits.
 The way which Allan Scheepers wants to improve profits means the opposite of cost reduction, more precisely hiking prices up as high as reasonable before client trust deteriorates sufficiently and stop buying any product which eventually will harm more and produce losses but if managers can concentrate on maintaining expenses as minimal as feasible the loss of customers can me compensated with good branded and quality products. This entails purposely raising the prices of items and services and marketing primarily to price-sensitive clients.
 This Profit Maximization strategy is widely employed by many well-known firms, such as Tesco, which has high-quality items, its own named brand, and expectedly high pricing for their products, and people are engaged and purchasing them. Another business that is more directly related to the ASI business is Mark & Spencer, which is noted for the variety of items under their own brand, acceptable quality, and relatively high costs to maximize profits.  A half-year after implementing this strategy, in their quarterly report, they had revenue increases. The Guardian newspaper wrote,” On the strength of the figures, which showed the business swinging to a pre-tax profit of £187m for the six months to October, compared to a loss of over £88m during the same period in 2020, shares in the high street retailer soared more than 20% at one stage on Wednesday morning” (Guardian, 2021).
Another approach to enhance Company’s profitability is selling underperforming assets or lending them on a short- or long-term contract. Profits are not projected to grow a fast pace, but the losses that the company is now incurring will be decreased, strengthening the company's financial sheet. 
Usually, firms are using their surplus of money to make investments since the objective of any business is to make more money with the money that they have already made. The best way to optimize a company's earnings is to work effectively on core business and maximum gains, then invest the money garnered in either new divisions that will provide further profits or in other successful firms that will continue their operation and pay dividends.
These working tactics must be examined further regarding the Company's business and the country's underlying legislation. When deciding on one of the following techniques as a business transforming strategy, the global economy should also be examined.
[bookmark: _Toc106355628]Economic data
[bookmark: _Toc106355629]Inflation
 Why have earnings fallen in recent quarters while the company performed well in previous years?
This has less to do with corporate policy changes in the recent several quarters and more to do with the general economy, which appears to be declining today.
UK CPI or inflation reading is at an elevated number “The Consumer Prices Index (CPI) rose by 9.0% in the 12 months to April 2022, up fro[image: Chart, line chart

Description automatically generated]m 7.0% in March,” (Payne, 2022). 
[bookmark: _Toc106355557]Figure 1. CPI for April 2022 (Source: Office for National Statistics – Consumer price inflation)
With the CPI rising consumers are spending less money than they used to spend on different products, in figure 1 is depicted the CPIH which is consumer prices indexes for housing and housing services as a dark blue line and CPI light blue line and the correlation with the ASI’s core business is high. In the past five years, our business prospered and the CPIH from 2016-2021 is in the low range of 0 to 2.6 % meaning that consumers had less money to spend on housing and more money to buy the Company’s goods. From the second half of 2021 until today the index is rising sharply meaning underperformance for our Company’s profits. According to Office for National Statistics UK the CPI is just under 10% which hurts massively to the economy overall and ASI’S business particularly. If ASI’s management will not take any actions to tackle the consequences of inflation, the Company would see a further decline in profits and most important in inventories. Inventories are the stock of goods which that the company currently holds in its depots and cannot sell because there is no customer/demand for products. In other words, the Company is likely to see reductions in demand and increasing in their inventories/supply.
Management is advised to decrease excessive costs and waste as a technique for minimizing losses caused by low demand and rising inflation. This move will result in lower expenses, which will ultimately keep some, but not all, product pricing intact. This strategy will place the company in a better position in terms of attracting customers and increasing revenue.
[bookmark: _Toc106355630]Supply/demand issue
As stated above with low demand inventories are stocking up which currently means the manufacturers who are producing ASI is exclusive products should be prepared for cutting manufacturing by some percentage and ASI management is advised to take preventive measures to avoid a disbalance between demand and supply. 
In economics, these two elements are explained as a law “The law of supply and demand is a theory that describes the relationship between sellers and purchasers of a resource” according to (Fernando, 2021).
The actual product price should be considered balanced as the above law describes.
[image: Chart
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[bookmark: _Toc106355558]Figure 2. Supply/demand equilibrium (Source: randelltiongson.com)
Starting to eliminate manufactured products reduces supply, which does not guarantee that demand will grow; therefore, management should balance product prices according to supply/demand law. As in figure 2 certain goods are getting increasingly costly due to a lack of supply, while demand remains steady or even rises. 
Is important that managers have qualifications and insights that will help to decide where to rice prices, where to invest money, and where to cut losses or divisions unprofitable. As per macroeconomics managers must address issues such as interest rates which are increasing, GDP, inflation, and other important business affecting matters.
[bookmark: _Toc106355631]Regional laws and policies
State legislation and the components that enable or restrict the execution of measures from above are factors to consider when making decisions such as raising product pricing or laying off staff or other divisions. Government fiscal policies influence markets in such a way that inflation can be controlled, and governments try to spend more during periods of low growth and low inflation and less during times of high growth and high inflation. The Company’s revenues are affected broadly by the actions of the Government.
The monetary policy is to be considered when balancing prices meaning that when the Bank of England” is setting interest rates, purchasing, and selling government assets, and establishing bank reserves all contribute to the expansion or contraction of the money supply “, (Tiongson, 2018) which result in more or less consumer spending which affects, in the end, ASI’s profits and shareholders gains.
[bookmark: _Toc106355632]Business economic cycle
All organizations go through a cycle of growth and a period of stagnation. Over the last five years, the Company has maintained growth at a slow pace, which has resulted in the addition of brands and assets. However, the economy is decreasing, thus the Company should adapt in line with it. That does not necessarily imply that ASI cannot earn profits because of the broader economy; rather, management must adjust to the recession conditions and sail through the economic storm using profit-maximizing tactics.
[bookmark: _Toc106355633]Decision-making strategies
A solid management team, such as the one that the Company has, should examine the facts, analyses, and details when making a hard business choice. Because people are the most important investment in a thriving company, the corporation should regard its employees as a profit-generating asset.
 So, how can you motivate excellent performance while still fostering a safe environment that values relationships founded on trust and respect? 
Everyone in a corporation must support one another because everyone's collective goal is to offer products and services and make money. If a person is well rewarded for his work and is well-trained, he will provide excellent service to customers and assist the firm in making a profit. In this regard, it is not recommended to lay off the staff to achieve cost-cutting objectives.
While some actions are straightforward, a manager's selections are frequently complicated, including a variety of possibilities and unclear results. Waiting for months to make a choice may be just as damaging to the company as making one too swiftly. “Complexity, imprecise knowledge, and time restrictions frequently define managerial decision-making, and there is rarely a single correct solution.” (OpenStax, 2019). That said however, it is difficult to satisfy everyone, but measures must be taken in benefit of the business and profit-increasing tactics.
[bookmark: _Toc106355634]Conclusion:
Being successful for numerous years does not guarantee that the Company's prosperity will be without setbacks. It is critical for the company's managers to investigate various options for growing profitability. The report clearly provided examples of tactics that may be effectively adopted and integrated to maximise profit. The macroeconomic considerations outlined above in the study must also be considered in the decision-making process, as it may be critical to act ahead of the crumbling economy. Profit maximisation is also the objective while developing a plan to implement, but not at the expense of the Company's stakeholders. The competitive environment is a driving factor in ASI's managerial capacities to adapt and guide through difficult periods such as the current one. When the economy is improving, the company should seek to strike a balance between profit and client retention.

[bookmark: _Toc106355635]Recommendations:
Profits are invariably accompanied with liabilities. Risks include losing clients, not having enough demand, and having to lay off employees. That is why risk must be foreseen and steps must be taken before earnings begin to shrink and the company is forced to declare bankruptcy and liquidate all existing assets.
To avoid this, here are management advice, measures to take, and a guide through difficult economic times, as well as to generate larger profits and stay a leading firm in supplying excellent products, competitive pricing, and a diverse selection of items.
1. [bookmark: _Toc106355540][bookmark: _Toc106355636]Increase product pricing- when deciding to raise the prices of goods, preventive research across all divisions must be conducted so that management responsible for pricing merchandise can balance prices in accordance with the law of supply and demand. Not taking this into account and simply raising the cost of all items may harm the company's image and reduce consumer loyalty.
2. Reduce inventories- Historically, during recessions, enterprises that are unable to sell certain goods due to low demand stockpile inventory in the belief that all those products will be sold one day. This is not a practical or lucrative approach, which is why managers must examine which goods of the Company's merchandise are in high demand and stock them as usual, while those with low demand must begin reducing their supply into warehouses and, eventually, into shops. This choice will operate with the law of supply and demand, so low stock is likely to have greater demand than usual, and prices can eventually be raised to a reasonable level for customers.
3. [bookmark: _Toc106355541][bookmark: _Toc106355637]Selling/lending assets- Because the company must earn from all its current assets, managers must conduct research to determine which assets are rewarding and which are not and are unlikely to be in the near future. Parking lots, for example, can be profitable if a pay-and-display system is used. Fuel forecourts are likely to be lucrative during economic downturns, thus managers should consider investing in these assets. Unlike the examples before, assets such as shops, restaurants, and retail stores are losing money for the company, these managers should look into lending certain assets out to make some money, as well as selling some underperforming assets and investing the proceeds into profitable assets.
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