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[bookmark: _Toc115881136]Introduction
The purpose of the report is to analyse the impact of the Covid-19 pandemic on the businesses operating in the retail sector of the UK, specifically TM Lewin. The focus is on conducting a research-informed discussion on the nature and impact of issues on employees and organisations. In this regard, PESTLE analysis has been carried out, followed by cause and effect analysis for analysing the factors contributing to the issues. A discussion regarding alternative solutions is also included, with a plan for implementing the selected decision. 

[bookmark: _Toc115881137]The Problem of Declining Profitability of Retailers
The covid-19 pandemic greatly contributed to the declining profits for retailers due to lockdown restrictions and supply chain inflation. Rising inflation not only negatively impacted retailers in terms of increased cost, wages, energy, transport and commodity prices but also restricted consumer spending. Reduction in sales further contributes to financial pressures (Pantano et al., 2020). TM Lewis also faced these challenges when there were restrictions on large events and people were working from home. Demand for formal suits and tailoring decreased while the company was going through restructuring. Therefore, the company was severely impacted by inflation, supply chain issues and changes in consumer purchase behaviour, which reduced the company's profits. 

[bookmark: _Toc115881138]Impact of the Problem of Declining Profitability on Employees and Organisations 
Jung and Jeon (2021) have stated that decreasing profits has an adverse impact on both employees and organisations. This usually indicates that a company do not have enough cash to continue its business operations. Organisations, in such conditions, usually end up with an increasing cost burden on customers so that they might be able to overcome financial damages. This, in turn, also impacts quality, thereby creating an overall negative image of the company. As far as the impact on employees is concerned, organisations are unable to disperse salaries, which could impact employees' living conditions. Being poorly paid caused frustration among employees, thereby impacting their individual productivity (Kokolakakis et al., 2021). Employees and organisations in the retail sector, including TM Lewis, have also been impacted due to Covid-19 and faced similar issues. 
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[bookmark: _Toc115881140]PESTLE Analysis
PESTLE analysis is a framework used for examining the impact of the external environment on industries and organisations (Christodoulou and Cullinane, 2019). 
Political 
	Although the UK has a stable political environment; however, the Covid-19 pandemic contributes to significant changes in policies by the government. Significant changes in fiscal policy and, thereby, taxation and spending composition proved to be major reasons for decreased profits. The government imposed lockdown, and in-person shopping restrictions further impacted the businesses in the retail industry (Debata et al., 2020). 
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Figure 1: Taxation Trends in the UK
Source: Keep (2022)
Economic 
	The pandemic resulted in recession, inflation, a fall in stock markets and exchange rate conversions. Cost of living increased as uncertainty continued for business markets and investors. The pandemic added to poor market performance for the retail industry due to greater dependence on online shopping (Hossain, 2021). Similarly, changes in consumer spending habits also impact TM Lewis and its business. 
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Figure 2: Inflation Rate in the UK
Source: Statista (2022)
Social 
	The UK has a multi-cultural society; however, people from all cultures have been evenly impacted by Covid-19. This is evident from increased prices and cost of living. Furthermore, people also experience job losses, which in turn, impacts consumer buying habits and lifestyle. Besides this, in some regions, people are also not willing to work in the retail sector for the minimum wage offered (Valaskova et al., 2021). 
Technological 
	The pandemic promoted the use of technology and greatly benefitted retail businesses with e-commerce platforms. However, organisations with no online platforms were bound to close their stores due to lockdown restrictions (Valaskova et al., 2021). The reason for the declining profits of TM Lewis was also associated with the decrease in the need for formal wear. This indicates the necessity of improving technology use and employee expertise in online design and marketing (Goswami and Chouhan, 2021). 
Environmental 
The closure of businesses due to the Covid-19 pandemic greatly contributes to environmental protection. Restricted business operations helped in reducing pollution. However, it is undeniable that the companies are not left with enough resources to spend on green initiatives. Ethically and environmentally conscious customers are increasing and asking for producing environmentally friendly products. Therefore, it is crucial to keep an eye on customers’ loyalty (Jones and Comfort, 2020). 
Legal 
	The covid-19 pandemic contributed to the introduction of new laws and regulations for businesses. Covid-19 bill and Job Retention Schemes were also the major initiatives taken by the UK government. However, the organisations are also required to ensure compliance with health and safety laws, employment laws and the Equality Act 2010 for the protection of employees during and after the pandemic (Goswami and Chouhan, 2021). 
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The fishbone diagram below represents cause and effect analysis for declining profits in the retail industry and TM Lewis. 
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Figure 3: fishbone diagram
Source: self-created
As mentioned above, the main reason for decreased profits was inflation, which resulted in an increase in prices, thereby making it difficult for consumers to purchase them. However, it is undeniable that changes in the purchase behaviour of consumers were also due to declined need for formal wear (Pantano et al., 2020). The pandemic itself was a major reason due to the imposition of lockdown restrictions, due to which business activities were reduced, and companies experienced losses in sales. As mentioned before, economic recession and insufficient changes in fiscal policy also ended up negatively impacting businesses in the retail sector. Organisations are also unable to disperse salaries on time, while consumers have also lost their jobs (Valaskova et al., 2021). All these issues were also faced by the customers of TM Lewis, which greatly impacted their purchase behaviours and caused a decline in the sales, productivity and profitability of TM Lewis. 

[bookmark: _Toc115881142]Alternate Solutions
It is undeniable that TM Lewis has been adversely impacted by the pandemic; however, the organisation can deal with the issue of declining profits in several ways. In this regard, a suitable option is to emphasise introducing new products in the markets the organisation is already operating in. Introducing new products means increasing market share by selling more and increasing profits at the same time (Pilawa et al., 2022). Another option is to focus on introducing existing products of the organisation, such as formal wear, in new markets. In this manner, the business would be able to target new customers; however, it would require carrying out research to identify the market needs (Pang et al., 2021). The organisation can also consider the option of getting into the e-commerce side. This would require the development of a unique online platform attractive enough to get the attention of the targeted audience. However, availing of this option might require huge investment and might also be impacted by the competition, as the majority of retail companies are already operating online. Besides this, TM Lewis can also emphasise bringing changes in its business model, which could provide the company competitive edge in cash generation and opportunities for future expansion (Zhao and Kim, 2021).  

[bookmark: _Toc115881143]Selected Solution and Plan for Implementing the Decision 
Analysing the above-identified solutions, it is determined that entering a new market, changing a business model or developing an e-commerce platform could be costly. For this reason, introducing new products in its existing market would be the most suitable option for TM Lewis. Pilawa et al. (2022) have stated that the marketing potential for new products has its own advantages, while it also serves as an important source of producing a consistent flow of profits. However, organisations need to take a major decision regarding which new product to be introduced. For this purpose, the focus should be on carrying out market research to identify the needs of customers. Furthermore, with market research, the organisation would also be able to make decisions regarding cost, advertising and promotion strategies.
TM Lewis should emphasise introducing a new collection of comfortable outfits, specifically those preferred by the people to wear while being at home. This would be an addition to the informal clothing collection. For investment in the new clothing line and marketing, the organisation can utilise leftover cash or might also take a loan. Furthermore, it would be advised to consider a value-based pricing strategy, considering the willingness of customers to pay. Furthermore, the marketing can be carried out using social media platforms, such as Facebook, Twitter and Instagram.    
[bookmark: _Toc115881144]Success Indicators 
The success indicators for the new initiative would be the extent to which the organisation would be able to sell the new clothing line in six months. Furthermore, customer engagement through social media platforms would also serve as an indicator of success for the organisation. Apart from this, the success would further be evident from the degree to which TM Lewis would be able to recover its declining profits. 
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In a nutshell, it is identified that lockdown restrictions imposed by the government, rising inflation, reduction in sales, and restrictions on large events were the major reasons for the decrease in the profits of the organisations. TM Lewis has also been facing the same issues and, therefore, the organisation has been recommended the option of introducing new products in the existing market. Considering this option would be beneficial in dealing with the issue of declining profits.  
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