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Introduction ASSESSMENT COMPONENT 1: INDIVIDUAL REPORT
Application of Profit Maximization Theory
Profit maximization is attaining the highest profit or revenue. It is the sale rate where an organization’s profit is at the strategic level. Typically, it is used to benchmark for the most appropriate situation and purposes of planning. In other words, profit maximization is using a product to generate the desired return on investment or profit. Profit maximization can be attained in myriad ways; however, typically, it necessitates a high specialization level and knowledge since maximizing revenue and cost which are the two crucial concepts that have to be addressed before this happens (Fakher, Nourelfath, and Gendreau, 2018, p.191). The most common benchmark for profit maximization is referred to as the breakeven point. The breakeven point means that if an organization can raise its sales past this point, then it won't only maximize profits but also create opportunities for future growth (Hoque et al., 2018, p.1130). Accordingly, profit maximization to the optimal point is the focal point for financing decisions or any investment.

[image: See the source image]
The profit maximization theory is the principle that all organizations should use to make a profit. Profitable business organizations can attain this by selling more by increasing the prices of their products or services and decreasing the production cost (Fakher, Nourelfath, and Gendreau, 2018, p.191). Business organizations have the opportunity to do so since, compared to other organizations, they have better access to more resources. Drawing from this, All Supplies Investment (ASI) company can adopt the profit maximization theory in its operations. The ASI has better access to more resources than other investments as it has links with manufacturers producing goods exclusively for them. The products are also branded under the company's name and brand. This places ASI in a better position to adopt the profit maximization theory as Wetzel and Hofmann (2019) state that for any firm to implement the profit maximization principle successfully, it must have better access to more resources as opposed to competitors. ASI also has better access to other resources since it has massive parking lots, in-shop restaurants, and fuel forecourts. Hence, this gives them the advantage or opportunity to adopt the profit maximization principle without fearing losing their customers. The firm also has the largest market share.
In addition, Allan Scheepers's statement "…our primary objective is to maximize profits. We are a leading…." is in agreement with the profit maximization principle. According to the theory, the goal of any business is profit maximization, and firms achieve this by increasing sales revenue and cost-cutting (Wetzel and Hofmann, 2019, p.364). By increasing sales revenue, the firm can accomplish this through various measures. First, the firm can revise the pricing of its products and services to attain increased sales revenue. This means that a company can charge a higher price for its products or services if they are of better quality. Research shows that, although the strategy might make the firm lose a few customers, people prefer purchasing high-quality products and services even by paying extra prices (Yan, Ferraro, and Almandoz, 2019, p.466). Based on this, Allan Scheepers's statement is justifiable since, first, ASI is known for stocking premium brands and ranges. Therefore, since ASI company stocks high-quality products, the organization's decision to maximize profits by increasing prices, especially on their own brands, will be successful as customers will be willing to pay extra charges for the product since it is of high quality.
Secondly, the decision to maximize profit by increasing prices is justifiable since ASI has strong brand recognition. ASI is among the top consumer goods retailer that has been in operation in the UK since 1910, with the largest market share of 43% and an extensive network of stores across the UK. Considering the fact that the firm has strong brand recognition, the decision by Allan Scheepers to implement the profit maximization principle will positively impact the company as it will maximize its profit and still retain its customers. Although the company might lose some of its customers, the percentage of the customers to be lost will be insignificant compared to the positive impact the company will have by implementing the profit maximization theory.
However, there are other business objectives 
Alongside implementing the profit maximization principle, the company needs to consider motivating its employees. Employees' motivation substantially affects the firm's productivity, growth, and profit. Customers are always ready to pay extra costs for products perceived to be high-quality or premium products (Yan, Ferraro, and Almandoz, 2019, p.466). This means that the success of implementing the profit maximization principle is dependent on the quality of the products offered by ASI. The quality of products is directly related to the employee's motivation. With motivated employees, business organizations can increase the quality and quantity of their products. Hence, the profit margin can be increased accordingly (Kreye, M.E., 2016, p.1249). In other words, motivating employees increases profitability since satisfied employees will perfume better and assist in producing high-quality products and services, which will help the firm earn better profits and retain its customers despite the increase in prices. Therefore, ASI can consider improving employee motivation through appraisal techniques like promotion, announcing employee of the month or going for a picnic, organizing cultural programs, and increment, to mention just a few.
A different issue that ASI should consider improving is better marketing strategies and educating all its clients on the existing as well as the potential of their products or services. The company can intensify its marketing strategy to reach a larger population through approaches such as TV or newspaper, radio advertisements, social media marketing, digital marketing, publishing and distributing banners, leaflets, or posters (Yan et al., 2022, p.490). Closely related to this, it is imperative for the company to conduct a thorough market study aimed at assessing which market segment is bringing more money to the business and focus on making more sales from those products. The company can even borrow its competitors' marketing strategies, which it deems to be more effective.
Application of Economic Theories
The issue of declining profit and growth is core in the ASI management meeting. While Allan Scheepers believes that the primary objective of the business is to maximize profits and, therefore, the organization should increase the prices, the ASI management should consider other issues in making the decision. Business profitability and growth are affected by various external and internal factors such as business environment, market structure, stakeholder issues, brand image, product-life cycle, and competition, to mention just a few. Accordingly, it is crucial for ASI management to consider all external and internal factors that can potentially affect its profitability and growth. As such, some of the critical issues that the management should consider include;
Business Environment
Businesses don't function in a vacuum but rather in a dynamic environment that directly affects their operations and if they will attain their objective. This external environment comprises various outside forces and organizations that can be categorized into seven primary sub environments; economic, political and legal, global, competitive, social, demographic, and technological (Akpoviroro, and Owotutu, 2018, p.498). Each of these factors causes a unique set of opportunities and challenges for the business.
Business owners and managers have a significant duty to control the business's internal environment, which entails daily operations. Drawing from this, the ASI management should consider the employees they hire, suppliers, their products, and where they sell. These factors directly influence the organization's growth and profitability. They depend on their resources and services to create goods satisfying existing customers (Akpoviroro and Owotutu, 2018, p.498). As such, alongside considering other factors, it is crucial for the ASI management to evaluate the satisfaction level of its existing and potential customers, which directly affects its profitability and growth. Customers' satisfaction level depends on the employee's skills and experience in producing high-quality products and services, which translates to increased customer satisfaction, making them (customers) willing to pay extra charges.
Demographic Factors
Another important factor that ASI management should consider during its decision-making meeting is demographic factors. Demographic factors are uncontrollable factors in business and are very important to managers. Demography involves studying people's vital statistics, including age, location, race, and ethnicity (Liang, Wang, and Lazear, 2018, p.S140). Demographics assist organizations in defining the markets for their products and establishing the size and composition of the workforce. Demographics should be at the heart of the ASI management when making business decisions. Presently, organizations have to deal with the increasingly unique shopping preferences of the different generations. Each generation needs goods, services, and marketing approaches targeted to their special needs (Hopenhayn, Neira, and Singhania, 2018). For instance, over 75 million millennial generation members born between 1987 and 1997 have surpassed the baby boomers. The impact of millennials in marketing has continued to become immense. Generation X, millennials, and baby boomers all have unique spending patterns. Accordingly, the ASI management needs to consider its target generation in order to adopt the most effective marketing strategy that directly addresses the needs of the prospective customers.
Since ASI has been operational since 1910, the target generation it serves has undergone various changes, thus impacting its profits. When the organization started operating in 1910, it served the lost generation that today has the least population to sustain its profitability. Accordingly, it is important for the organization to consider the needs of generation X, millennials, and baby boomers, who currently constitute the largest population. Since the needs of these generations differ from those of the lost generation, the company should also consider adopting new marketing strategies different from those implemented when the organization started as those only addressed the needs of the lost generation. By understanding the needs of generation X, millennials, and baby boomers, the company can effectively employ the appropriate strategies and produce the suitable goods of the right quality and quantity that fully satisfy the needs of these generations.
Consequently, the company will increase its profits as prospective customers, for instance, baby boomers, would be ready to pay extra charges if the products meet their needs. Similarly, the spending patterns of the three generations include the willingness to spend on leisure and comfort (Akpoviroro and Owotutu, 2018, p.498). In other words, the management should consider all demographic factors.
Social Factors
Social factors such as lifestyles, ethics, values, and attitude affect what, how, where and when people buy products. It can be challenging to define, predict and measure since they are very subjective. Again, social factors change as people go through various stages in life (Tur-Porcar, Roig-Tierno, and Llorca, 2018, p.452). People from diverse age groups have varying interests. Therefore, ASI management needs to factor in social factors influencing the purchasing preferences of their existing and prospective customers. In doing so, the management will be better positioned to make a decision that would result in notable success in business profitability and growth.
Market Structure and Shareholder Issues
Size and complexity are the two most important market structure characteristics. For instance, urban markets have a large and diverse market structure compared to rural markets, which are usually more homogenous and smaller (Sousa and Soares, 2020, p. 101083). In the two cases, the management should focus the organization's marketing efforts where they will be more appropriate to help the organization reduce wastage. If the target market is big with various segments, it is prudent to target one segment that matches the organization's ideal customers. Drawing from this, the ASI management should consider the size and complexity of its target market. First, it is important for the management to understand its business objective clearly, and the target market and establish whether the preferences of the target market have changed. To achieve this, the ASI organization should conduct a frequent market study to establish the market structure of its target segment.
Notably, ASI has an extensive network of stores across the United Kingdom. This clearly indicates that the company targets a market with many segments. Accordingly, the management should establish if its target market best matches its ideal customer. If not, the management should target one segment that best matches its ideal customers. In doing this, the company will minimize the operational cost of running the many businesses, ultimately affecting its profitability.
Additionally, the ASI management needs to consider the competitiveness of the market structure. The competitive structure of a market and how it changes can significantly impact the business (Akpoviroro and Owotutu, 2018, p.498). According to Akpoviroro and Owotutu (2018), a business can attain higher prices and operate more profitably in markets with more entry barriers and few competitors. Therefore, the ASI management must consider the market's competitive structure. With this understanding, the ASI management should develop its strategies to access the market with minimal competition, an entry barrier, or adopt a natural cost advantage such as inexpensive to increase its profitability in a highly competitive environment.
Regulatory and Policy Impact
Markets are structured around regulations and policies set by the government. Suppose market prices are regulated or suppliers in the market are subsidized. In that case, the business should adopt a strategy that maximumly takes advantage of the government support and observe the set regulations (Yan et al., 2022, p.490). Based on this, the ASI management should consider the government policies and regulations regarding profit maximization and prices. If the government controls the costs, it will be impossible for the organization to charge beyond the set prices.
Conclusion and Recommendations
[bookmark: _Hlk106798298]The ASI management should consider various factors before reaching the profit maximization decision. Government policy and regulation influence the prices charged by retailers. For instance, the government sets a certain price at which business organizations should not sell their products beyond. Accordingly, ASI considers charging extra prices for its products on the grounds that it offers premium products, so it should factor in the government policy and regulation on prices. Additionally, it is recommended that the ASI management considers other factors that directly impact its profitability. First, the management should consider the business environment. The business environment directly affects the growth and profitability of any business organization. As such, the management should consider factors such as social factors, demographics, and the quality of products. Also, the organization should consider its advertising strategies. A successful advertising campaign helps increase the demand and makes the product more inelastic (Yan et al., 2022, p.490). Hence, the company should conduct a thorough market study, establish its target market segment and the preferences of the existing and prospective customers then employ the most appropriate marketing strategy. Through this, the organization will increase its sales revenue, thus increasing profitability.
Lastly, the ASI organization should ensure increased employee motivation and customer satisfaction. Organizations that keep their employees motivated record increased productivity, quality of products, and profitability. High-quality products translate to increased customer satisfaction. Increased customer satisfaction results are increased profitability as customers are willing to pay an extra charge for the high-quality products. Therefore, employee motivation is crucial in increasing profitability; hence the organization should ensure its employees are motivated by employing strategies such as employee of the year, recognition, planning lunch, and cultural fun days.
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