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[bookmark: _Toc222501734]Introduction
The business environment for a company is constantly changing due to different consumer demand, market trends, innovative technology and expectations of employees. There are 50% of owners in the UK who stated there is no improvement in their company in recent years. 23% of organisations have claimed that the overall performance has decreased in 2025 (Booth, 2025). Raising sustainability demands, changing customer expectations, increasing prices of raw materials and a lack of employee contribution are boosting market challenges for a company. The research aims to discuss the current issue of John Lewis and its impact on profit. The study will demonstrate a literature review on relevant topics, offering suggestions for strategic implications and improvement. 
[bookmark: _1qzpy8tedup6][bookmark: _Toc222501735]Identifying the issue
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Figure 1: UK Inflation Rate
(Source: Appendix 1)
[bookmark: _85pjd7c0yqy6][bookmark: _Toc222501736]Incident
John Lewis faces £88 million of profit losses in 2025 due to dealing with its new waste packaging (Simpson and Moreau, 2025). The company also claimed the taxes from the National Insurance Contribution (NIC) have been raised, which is also boosting challenges for the fashion brand. The authority claimed that it spent £29 million on waste packaging costs through Extended Producer Responsibility. The low profit margin is creating challenges in managing the wage settlement of the firm as an employee-owned business. The employees of the firm are shifting to other retail brands due to a better salary increase rate, when the inflation rate in Britain was 3.4% in December 2025 (Davey, 2026). On the other hand, the employee-owned business has been unable to share the profit with their partners since 2022. However, the fashion retailer announced it would invest £108 million to raise wages by 6.9%. 
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Figure 2: Profit or loss before partnership bonus, tax and exceptional items 
(Source: Appendix 2)
The mentioned incidents are responsible for reducing the profit margin and losing visibility in the retail market. Breaking the commitment of offering a share of the profit to the partners is creating an unethical reputation for the brand with its consumers. In addition, the organisation has closed 16 outlets and cut 1000 jobs in the post-COVID-19 era. The company has been unable to overcome the issue till now, due to continuous profit losses in the industry. Hence, the owner of the company is planning to spend £800 million to reopen 36 outlets by 2029 (Butler, 2025a). The continuous profit loss and poor loyalty by the company are impacting the motivation of the workers to boost their performance for the development of John Lewis. 
[bookmark: _nfns7g36tde1][bookmark: _Toc222501738]Company background
	Company type 
	Private limited company 

	Industry 
	Retail, financial services 

	Revenue 
	£12.426 billion (FY2023/24) (John Lewis, 2024)

	Operating income 
	£0.147 billion (FY2023/24)

	Number of employees
	74,000 (2024)


[bookmark: _ggy462y55n4b]Table 1: Overview of John Lewis Partnership
John Lewis was established in 1864 and created a partnership with Waitrose in 1904 (John Lewis, 2025b). In 1950, the company signed its second trust settlement, offering the partnership to its employees. This settlement allows the ultimate control of trusts and remaining shares with the partner (John Lewis, 2025a). The company is operating 36 departmental stores and over 300 supermarkets of Waitrose across the globe (Butler, 2025b). Currently, the brand has faced significant financial challenges, including weak sales in its department stores. Besides, the historical weak performance and strategic changes, such as reducing employee benefits, have affected the brand.
[bookmark: _vbtyl4ovrun9][bookmark: _Toc222501739]Research aim
The proposal aims to examine the above-inflation wage increase in the John Lewis Partnership on staff outcomes, wider labour market trends in a high-inflation economic environment and the impact of increased NIC taxes.
[bookmark: _4tb4cg3j2cvf][bookmark: _Toc222501740]Objectives
1. To investigate the extent and nature of wage increases implemented by John Lewis Partners in response to inflation.
2. To analyse the impact of wage increases on the business outcomes of John Lewis Partners. 
3. To explore the broader labour market consequences of firm-level pay decisions at John Lewis Partners. 
4. To examine policies, taxes and economic implications for national wage setting and labour regulations in the high-inflation context at John Lewis Partners. 
[bookmark: _45lsnnr5fgik][bookmark: _Toc222501741]Question
1. What are the key drivers behind the decisions of the John Lewis Partners to raise wages above the inflation rate?
2. What effects do above-inflation wage rises have on business performance at John Lewis Partners? 
3. What are the labour market consequences of firm-level pay decisions at John Lewis Partners? 
4. What are the implications of policies, taxes and economic factors for national wage setting and labour regulation in the high-inflation context at John Lewis Partners?
[bookmark: _n6w8gt7rpp50][bookmark: _Toc222501742]Literature review
[bookmark: _3rpiqszhqx36][bookmark: _Toc222501743]Exploring the extent and nature of wage increases in the UK retail sector in response to inflation
Das (2023) stated that inflation reflects the general price increase of assorted products in a specific period. It plays a vital role for investors, policymakers and business authorities to generate the operations of a company. The current inflation trend has maintained a moderate role over the past decade. The changes in energy pricing, global economic conditions and labour market dynamics can affect the economic stability of a firm. Understanding the cause and patterns of the inflation trends will assist the retail policymakers in assessing the effectiveness and anticipating potential challenges. 
[bookmark: _v25ibh6ykgg4][bookmark: _Toc222501744]Impact of wage increases on retail business outcomes 
According to Zhang, Huam and Zhang (2025), the relationship between wage level and business performance is positive in the long-term aspect. It has been found that higher wages impact the immediate labour cost, which helps boost the overall performance of a brand. On this note, Pei et al., (2025) opined that higher productivity motivates workers to work harder and have a stronger desire to retain their job positions. As a result of higher productivity, the quality of work-life improved, which affected the wages. 
[bookmark: _8nfyxrl55j4w][bookmark: _Toc222501745]Broader labour market consequences of firm-level pay decisions 
Based on Rudanko (2025), understanding the labour market can be easier by studying the renowned firms that have over 50 employees to regulate the business operation. The policies of the firms are generating the wage structure to satisfy the workers and achieve the potential goal of the brand. The policies of a company are the managerial aspect of its planning to compensate workers, mixed governing rules and fixing the position of co-workers. The rules are formalised to structure salary, which involves pay grades according to the performance of each employee. The human resource management of the retail industry needs to offer broad perspectives to fix the structure. It is also crucial to map the observation of leaders on the compensation for individual employees. 
[bookmark: _jpzn4ud0wgji][bookmark: _Toc222501746]Policies, taxes and economic implications for National wage setting in a high inflation context 
In contrast, Boscolo and Figari (2023) stated that taxation raises benefits for a country due to high inflation. The complex structure of tax and its profits results in a distribution of indexation resources to receive attention. Maximum benefits relate to inflation, with the expansions of unemployment and wage compensation schemes to adjust the high benefit recipients. It also covers social insurance pension and the minimum income of the citizens of a nation. The public sector is charging taxes for the development and modern livelihood of the citizens. Multiple economic supports and developments in the UK are liable for the tax. 
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The literature review of this study effectively discusses the research topic, background and identified problem in a very wide context. Previous literatures in this topic lacks to share effective findings against the problem in the retail industry in the UK. Moreover, it does not specifically discuss the research context on the chosen organisation John Lewis. Thus, this study considers this as the gap of the past literatures and aims to conduct a further study by directly analysing data related to the chosen company in UK retail industry.
Theoretical underpinning
The core suggestion of the Efficiency Wage Theory is that increasing the salary can lead to an advantageous role to motivate the employees to improve their performance. Efficiency wages highlighted a higher amount of salary to the employees to improve their trust and loyalty in the specific retail sector (Cruz, 2023). The authority of Sainsbury is enhancing the salary more than the government command. It affects the psychology of the staff that the company is more concerned about the appropriate recognition of the employee. Efficient wages can be productive in reducing employee turnover by covering training and recruitment costs.
[image: ]
Figure 3: Efficiency Wage Theory
(Source: Cruz, 2023)
The Shirking model refers to the workers evading their responsibilities, which might be due to poor motivation. The shirking model holds the idea that when staff receive higher salaries, they will invest themselves in their jobs (Ansari, 2023). On the contrary, poor salaries and fear of losing jobs automatically distract workers from developing their contribution. In this situation, if John Lewis keeps their commitment to increase wages, it will be effective to drive the psychological statement to stay in the company for a better salary than the market. 
Hence, it can be challenging for John Lewis to invest in higher costs for the purpose of offering higher salaries. If the profitability rate is not high, then transforming the salary policy can become biased and bring losses for the retail firm (Marx, 2024). In addition, if the maximum retailers started to provide higher wages, that could drive an increasing rate of salary and lead to inflation. Monitoring is playing a vital role in the Efficiency Wage theory that ensures the employees are putting in sufficient effort to justify the salary. John Lewis must invest extra cost to satisfy the leaders by observing the performance of the employees. 
[bookmark: _hmpy6jy6zz0y][bookmark: _Toc222501749]Research methodology and design
[bookmark: _o5pmeelknupc][bookmark: _Toc222501750]Research approach 
Mixed methods will be the most effective research approach for this study to draw evaluations depending on both quantitative and qualitative data (Saunders, Lewis and Thornhill, 2019). Using this approach will allow this study to effectively analyse statistical data such as financial outcomes, employee performance stats and sales results. On the other hand, this approach will also be helpful for acquiring qualitative insights such as industry experts’ opinions, news reports and research articles on John Lewis PLC. 
[bookmark: _r2pmxiwweecs][bookmark: _Toc222501751]Data collection and analysis 
The research proposes to collect data about the inflation rate, tax rate and employee wages through a secondary data collection process. The internet research and reports will be advantageous in understanding the retail market environment. Secondary data collection will also allow this research to effectively compare between various sources of information that elaborates diverse insights about John Lewis and its business in the UK.
	Sampling strategy
	Research ethics
	Reliability
	Validity

	Purposive sampling strategy
	Will follow academic integrity by citing all sources using the Harvard referencing style 
	Peer-reviewed sources will be used to maintain reliability
	This study will only include information published within last 5 years to make valid conclusions.


Table 2: Research design considerations
[bookmark: _3lap0xdmj6ns][bookmark: _Toc222501752]Business relevance
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Figure 4: Tax Charges from the different public sectors 
(Source: Keep, 2024)
The public sectors of the UK are raising £1,139 billion through the taxation process (Keep, 2024). John Lewis is already struggling with the profit losses from the fashion retail market. Extra salary structure, inflation rate and high taxation can create immense pressure on the authority that can break commitment to the employees. John Lewis can offer rewards, recognition, a healthy working culture and opportunities for professional development, which can be productive to overcome the market challenges. 
[bookmark: _7e8gin74w0fp][bookmark: _Toc222501753]Practical implications
[bookmark: _cyk0v9zej4gk][bookmark: _Toc222501754]Recommendations
The owner of the company can request that the government sector reduce the tax rate due to lower profitability. John Lewis can drive its wage pay decision according to the structure of the government instead of providing extra wages. According to Susanto, Syailendra and Suryawan (2023), human resources play a crucial role in the progress of an organisation and maintain competitive rivalry. The HRM of the firm can focus on arranging seminars and workshops that are effective to boost customer service and enhance profit margin. The failure to satisfy the staff can affect the goals of a firm. Job satisfaction, leadership style, motivation and multiple aspects can affect the performance of employees and encourage them to improve their contribution. Targeting organisational goals, offering necessary training and appreciating employees through bonuses and appraisals can also be effective to improve the loyalty of the employees (Anuyah, Badillo-Urquiola and Metoyer, 2023). Quality of work can be enhanced by the quantity of benefits, methods of guiding staff and opportunities for increasing professional skills of the workers. 
[bookmark: _ckcfwynqpiif][bookmark: _Toc222501755]Conclusion
The research findings were that John Lewis is facing continuous losses from the retail market due to high inflation rate, taxes and poor employee motivation. The company was unable to pay the bonuses of the workers for the last three years, which is a sign of broken commitment and reduced the trust of employees. The previous academic experts discussed the benefits of taxation, wage pay decisions, and the impact of the inflation rate on the retail market. The objectives of efficiency wages are to minimise turnover by reducing the search time for collecting resources and training inexperienced staff. The brand can motivate its employees by offering rewards, better leadership style, proper recognition and positive working culture to overcome the barriers of low profitability. 
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