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[bookmark: _Toc120231056]Introduction
A major problem for a running business is the sudden decline in its profits. The phenomenon is not common and occurs when the company fails to fulfil the market requirements. Most products and services work based on their demographics and choose a target market for making decisions for them and conducting sales (Anderson et al., 2018). However, there are other external forces too that have an impact on the organisation's performance to sustain a decline in sales. The following is based on a similar case of “TM Lewin” which is a clothing brand in the UK. The organisation has sustained a profit decline due to lower operations during the pandemic. It has been observed that a decline in profits has resulted in a lowering in business performance and productivity. I have been hired to analyse the situation and suggest the organisation's reasons, nature, and strategies for facing such profit decline situations that will be discussed in this study. The study will suggest service evaluation strategies to overcome this complex problem.

[bookmark: _Toc120231057]Research-Informed Discussion about the Nature and Impacts of Complex Problems on the Organisation
The complex problem, in this case, is "Declined Profits”. Profit decline’s nature is that it can be unpredictable and can occur at any point. It has a viral effect in which the roots of the company get affected. Its nature can be analysed by its causes and how it impacts the organisation.

[bookmark: _Toc120231058]Causes of Declined Profits
[bookmark: _Toc120231059]Rise of Global Pandemic
The case study shows that the occurrence of Coronavirus in the world has brought catastrophe to production and supply chain of businesses. The global production was shut down and companies had to rely on alternative method to keep earning profits. The social distancing reduced customers for an organisation because of which customer engagement reduced and organisation’s such as TM Lewins faced declined profit issues.

[bookmark: _Toc120231060]Improper Debt Management
An organisation will face financial losses when its credits are not properly managed. Missing loans, excess expenditure of resources, improper credits, and salary management. TM Lewin suffered from these issues during the pandemic when their sales got low. Debt management is an essential part of a company as the organisation has to pay the lenders their payments on time. The money or resources taken externally comes at an interest rate which has to be paid back. This excess cost from the interest is projected upon the budget of the company (Sapovadia, 2019). Thus increasing your debts will result in a decline in the sales of the company. 

[bookmark: _Toc120231061]Impacts of Declined Profit on Organisation
[bookmark: _Toc120231062]Reduced Operations due to Pandemic
TM Lewins was forced to reduce their operations because of the pandemic when social distancing caused the organisation to reduce its man power. Almost half of the workforce of the organisation was cut and the other half working in the company were forced to stay away from each other. This resulted in lower efficiency of work and reduced performance. When the operations and productions of the company are lowered, the organisation will not be able to provide customers the demanded products resulting in declined profits.

[bookmark: _Toc120231063]Leading to Bankruptcy
The continuous decline in profits forces the organisation to enter bankruptcy. It is the state that all companies fear because it gives the competitor an opening to overtake their customers. Bankruptcy makes an organisation unable to pay their debts and salaries to investors and employees respectively (Wang et al., 2020). Unpaid employees have extremely low work performance and even leave the organisation resulting in a loss of manpower.

[bookmark: _Toc120231064]Low Salary to the Owner
It is no surprise that a person starts a business in hopes of earning enough to fulfil his daily necessities of life. The most affected person by profit decline is the business owner. When profit is declined in the business, the owner will take hardship and skip his earnings to fulfil the needs of the business such as paying the employees, reestablishing the supply chain, ordering resources, and other expenses for operations. Personal finances are affected the most due to the profit decline of businesses.

[bookmark: _Toc120231065]PESTLE Analysis 
The following PESTLE analysis has been done to discuss the United Kingdom’s business environment and what factors affect the business performances in the country. Analysing these factors will help understand the hardships faced by TM Lewin in the country.
[bookmark: _Toc120231066]Political Factors
[bookmark: _Toc120231067]Stable Government
The stability of the government in the United Kingdom plays a role to control the effectiveness of business operations and manufacturing in the state. A well-performed government gives opportunities to external brands such as TM Lewin to easily operate in the country (Li et al., 2021). A stable government gives companies easy access to marketplaces and better sales which can help improve the profits of the company. 

[bookmark: _Toc120231068]Brexit
The separation of Britain from the European Union has both positive and negative effects on business operations. The movement developed uncertainty in the environment. The British companies did not work well due to restrictions from the EU. However, economic prosperity allowed growth opportunities for external brands that can be beneficial in increasing revenues.

[bookmark: _Toc120231069]Economic Factors
[bookmark: _Toc120231070]GDP Trends
It was found the UK’s GDP was 2.745 trillion in 2019 which made the country top 6th around the world in the economy. A strong GDP allows companies to earn a higher profit than underdeveloped countries. Investments in such countries result in better profit earnings (Yang et al., 2021).

[bookmark: _Toc120231071]Diverse Economy
The economic diversity of the United Kingdom shows business growth opportunities in the country. The market is very diverse which allows companies to target diverse audiences. TM Lewin can follow a different path to find new customers for the business and grow its sales.

[bookmark: _Toc120231072]Inflation
In 2019, it was recorded UK's inflation had hit 1.94% which was very high compared to previous years. The inflation of the country has just been increasing since then and has made it quite difficult for companies to sustain profits in these conditions. Financial analysts suggest that these conditions will keep on rising which means businesses must be prepared for the upcoming challenges in the market.

[bookmark: _Toc120231073]Social Factors
[bookmark: _Toc120231074]Population
It is estimated that by 2039 ends, there will be 74 million population in the United Kingdom. If we look at its positive side, the growth of the population shows an increase in the customer market. TM Lewin suffers from low sales so targeting new customers and following new trends will give the organisation the ability to overcome its financial losses and declined profits (Eaton, 2022). An increase in population will allow the company to get more employees for work increasing their productivity. A lot of profit will be gained when the population rises and a different target market is taken on by the business.

[bookmark: _Toc120231075]Income Level
The negative impact of inflation is that unemployment increases in the countries. When people are not earning enough to fulfil their daily needs, they cannot purchase products from a business. Low sales results in low business profits.

[bookmark: _Toc120231076]Technological Factors
[bookmark: _Toc120231077]Advanced Technologies
The UK is one of the biggest and most advanced countries in the world. Business organisations can take advantage of it and bring technology to their operations. TM Lewin suffered a shortage of supply chains which can be improved through technology (Siregar et al., 2018). The company can implement an automated self-checkout system in their stores which will reduce their need for staff and workers. When machines operate most of the business sales, it is reluctant to save some extra expense of labour, production, and supply chain resulting in higher business profits.

[bookmark: _Toc120231078]Legal Factors
[bookmark: _Toc120231079]Rules and Regulations of the UK
Operating a business in the UK is not as easy as it sounds. The country has strict regulations that have to be followed. For example, the “Employment Act 1996” is imposed on all companies which require the organisation to give employees paternity or maternity leave, holiday pay, minimum wage, and sick leave regardless if the company is making profits or not. Not following these rules will result in the termination of business in the state.



[bookmark: _Toc120231080]Environmental Factors
[bookmark: _Toc120231081]Eco-Friendly Manufacturing
Business operations have a very negative impact on the government because manufacturing produces harmful gases and waste products that deplete the environment. An eco-friendly program has been established in the UK which enforces companies to recycle and reuse the resources in production (Liu et al., 2019). The initiative enforces companies to invest in eco-friendly programs that lead to excess expenses for the company. Ultimately it will cause an organisation to face a profit decline.

[bookmark: _Toc120231082]Research-Informed Cause-and-Effect Analysis Using the Fishbone Diagram
[image: ]
The above fishbone diagram has been prepared to show the cause and effects that result in declined profitability of a business. These factors are inevitable and occur for a business organisation regardless of any measure taken by the company (Anderson et al., 2018). 

[bookmark: _Toc120231083]Excess Business Expenditure
Running a business doesn’t mean only earning profit. The owner of the company has to place some of his earnings in the workplace to fulfil the needs of employees. These needs are important such as paying for their food and drink, improving the workplace environment, and other bills that the organisation has to pay from its profits.



[bookmark: _Toc120231084]Inflation Rate
The rate of inflation has a direct impact on business performance. When the economy is not stable, their cost price increases. The company will be forced to keep the pricing minimal to make sales which will result in a decline in the profits of the business.

[bookmark: _Toc120231085]Debts and Liabilities
There are certain payments which an organisation always has to pay regardless of its capabilities. For instance, if the organisation makes a good profit or suffers losses, the salaries of the employees will be paid without any excuse. In the same way, the investors of the business expect a decent amount for their investment. A company will have declined profits when these expenses of the business are met (Herciu, 2019).

[bookmark: _Toc120231086]Market Demands and Trends
The demand for products and services matters to the profitability of the business. There are changes in the market in which the organisation have to invest in. These changes in trend can occur very rapidly and the organisation have to implement them to stay competitive. 

[bookmark: _Toc120231087]Alternate Solutions to Complex Problems and the Best Fit Solution
[bookmark: _Toc120231088]Alternative Strategies for Declined Profits
[bookmark: _Toc120231089]Online Business Growth
The coronavirus has showed many business organisations ways of conducting business virtually. It means companies were able to use online channels and social media to market and sell products (Heikkinen et al., 2019). TM Lewins could also improvise through digital technology and implements tools which will allow them to gain more customers and increase the profits of their business.

[bookmark: _Toc120231090]Conducting Market Research
Another efficient way to develop profits is to research to study market situations. As observed in the case of TM Lewin, the organisation was unaware of the market conditions during the pandemic. If the company invested in research, the organisation would have learned how others are competing in the sudden change in the business environment. Market research will show how to carry the business forward and what steps to take for developing and improving business profits.

[bookmark: _Toc120231091]Analysing Financial Statements
The financial statement is a business report that includes all the expenses and budgets of the organisation. It records all the details about the expenditure and returns on investments in the business. TM Lewin would've realised their profit decline if they had studied the situation of their finances (Rahmawati et al., 2021). 

[bookmark: _Toc120231092]Best Fit Solution to Declined Profit for TM Lewin
It is suggested that TM Lewin should implement a "Market Research" alternative to improve their business profits. Since TM Lewin operates in the manufacturing market, the company can perform research on the demands of customers. Learning the current trends will help TM Lewin to improve their products. This will ultimately attract more customers and help to sustain a better profit in the business.

[bookmark: _Toc120231093]Conclusion
The phenomenon of profit decline is very frightening for business operators but close management and strategic approaches can help overcome them. Profits and losses are a common thing in the corporate world but if the organisation doesn’t sustain enough profit for a long time, the company gets under serious threats (Sapovadia, 2019). The following study has analysed how TM Lewin was affected because of their profit decline and what measures the company has to take on for betterment in the company. A well-positioned business needs to study its business environment and understand what factors are causing the decline of its profits which is done in this study.
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