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[bookmark: _Toc119334297]Introduction
Effective leadership is achieved when a person can play the role of solving problems and making decisions. An effective leader has the skill to analyse situations for making decisions on overcoming problems. They focus on the issues and implement new services which are needed for improvements (Kollmeyer and Peters, 2019). The case of “T.M Lewin” shows how the organisation had to suffer because of inflation in the country during the Covid-19 pandemic. The instability because of the cost-of-living increase, inflation, and supply chain issue had led the organisation to face “Declining Profitability”. The company hired me as a consultant to look after the reasons for it and give recommendations that will best address this issue. The following report will analyse the nature of the problem and what impact it can have.

[bookmark: _Toc119334298]Nature and Impact of Complex Problems on Employees and Organisations
[bookmark: _Toc119334299]Nature of Problem
The problem faced by T.M Lewin was “Declining Profitability”. Profit decline starts to occur are some instances because of fortunate events that occur due to different reasons. The nature of profit decline is how much the organisation is leaving after selling its services and products. The important thing for looking at when profits start to decline is a change in consumer behaviour over time. It results in tumbling revenue if not solved (Detragiache et al., 2018).

[bookmark: _Toc119334300]Accounting Equation Indicator
Profit decline occurs because of the business transactions that operate profits. The organisation has to calculate the interests, taxes, and investments to account for their operational profits in business. Profit decline occurs because employers miscalculate such government debts. 

[bookmark: _Toc119334301]Increased Supplier Costs
The profit decline of the business also occurred because of the higher cost of selling goods for the company (Ormerod, 2021). There are many reasons for this issue to occur but the most common is when suppliers increase their prices because of inflation. The material prices are increased by suppliers over time as per their motive to make a profit which results in great costs shoot of products.


[bookmark: _Toc119334302]Lower Price Goods
Profit decline also occurs when the company is forced to reduce its prices for attracting customers which generates sales. This is essential sometimes but does not always favor the company. Cut product prices for increased sales has a direct reduction of profits in business. As the case suggests, T.M Lewin will have to lower their prices to sustain sales which will decline in profits.

[bookmark: _Toc119334303]Impacts of Complex Problems on Organisation
Profit decline has the following impact on T.M Lewin’s business:

[bookmark: _Toc119334304]Paying Off Debts
When there is a decline in profits, it is more likely that the organisation will lose its ability to pay the monthly debt of the government and other payers. If the organisation is unable to pay off its debts, the company can get under legal restrictions, get sued by the creditor, or has will lose its resources when the organisation is not able to pay the remaining debt (Barnes, 2018).

[bookmark: _Toc119334305]Risk Management
Risk management is an essential part of effective leadership for enhanced operations. Profit decline in the business will reduce the availability of cash for coping with issues that occur in business operations. A manufacturing company such as T.M Lewin relies on its equipment which because difficult to maintain when there is a decline in profit.

[bookmark: _Toc119334306]Lower Owner Salary
Net profit decline means the owner will have to make cuts in his pay to keep the organisation operating at normal capacity. It can impact the owner’s finances that include paying off any personal debt or bill and to keep food on his home's table. The owner will be mount to personal sacrifices to keep his business running because of profit decline (Stephenson and Stewart, 2021).

[bookmark: _Toc119334307]PESTLE Analysis of Complex Problem
Profit decline in the United Kingdom occurs because of higher inflation. The following macro-environmental analysis shows the reasons for this complex problem:


[bookmark: _Toc119334308]Political Factors
[bookmark: _Toc119334309]Stable Political Environment
UK’s political conditions are quite stable due to effective policies and a lower level of corruption in the government. Stable politics is the key to successful business growth. Foreign investors are attracted to the company that lends capital investment to businesses to fight against profit decline.

[bookmark: _Toc119334310]Brexit Deal
Dealing with profit decline was confusing and uncertain for organisations at the beginning of Brexit (Novitz, 2019). A free trade agreement was made between the European Union and the UK. This can effective business growth and productivity without jeopardising the relation with other European nations.

[bookmark: _Toc119334311]Economic Factors
[bookmark: _Toc119334312]Inflation Rate
The United Kingdom is one of the most expensive countries in the world to live in. The rate of inflation in the UK was 0.77% in 2021 and now it has shown a decline of 1.79%. Economists suggest that profit decline occurs because of this inflation rate and the government needs subsidies and support its local business.

[bookmark: _Toc119334313]Corporate Taxes
In 2021, there was a 19% rate of corporate tax in the United Kingdom. It was supposed to reduce by 2% but due to inflation, the government imposed higher taxes which was a major cause of profit decline.

[bookmark: _Toc119334314]Social Factors
[bookmark: _Toc119334315]Consumer Market
It is estimated that in the coming 10 years, the population of the United Kingdom will increase to 74.5 million people. It will result in opportunities for consumer market businesses such as TM Lewin. More customers can result in increased profits for the business.




[bookmark: _Toc119334316]Multicultural Diversity
The UK is home to a multicultural population. The organisations might sell various products based on their market segments. Selling products without looking at the diverse culture results in lower sales and reduced profit margins of the business.

[bookmark: _Toc119334317]Technological Factors
[bookmark: _Toc119334318]Automated System
Technology in the UK is quite advanced and rapid. The country offers the best institutes for technology and sciences. The benefit of these technological changes to business organisations is that it helps get a competitive edge (Turner and Corstorphine, 2020). The company can implement an automated system that reduces the demand for staff which results in greater profit for the business.

[bookmark: _Toc119334319]Tech Investment
Technology provides a great revenue change to a company. Developing its system with technologies allows the company to increase its operations and add efficiency to it. The more efficient the work performance is, the greater income the company generates.

[bookmark: _Toc119334320]Legal Factors
There are many laws and regulations in the UK in which organisations must conduct their business. Following laws such as “Employment Act 1996”, “The equality Act 2010", and “Healthcare and Safety Act” keep the company on the good side of the government. Violating laws will impose charges and fines which have to be paid from the income of the business resulting in a profit decline (Cazals et al., 2022). 

[bookmark: _Toc119334321]Environmental Factors
[bookmark: _Toc119334322]Environmental Awareness
There has been a massive change in the technology and economy in the UK that has given many opportunities to the organisation to enhance its environmental sustainability approach. Environmental factors have become necessary in the country and companies have to spend from their income to get sustainable resulting in a profit decline.



[bookmark: _Toc119334323]Research-Informed Cause-and-Affect Analysis
[bookmark: _Toc119334324]Fish Bone Diagram
[image: ]
The following fishbone diagram shows the connection between different factors that leads to declined profitability in a business. Inflation is the direct cause of profit decline as economic instability lowers the rate of income. Direct costs refer to the production aspect of the company and how it is performing. Declining sales revenue occurs because of alternatives in the market and profits are also declined when suppliers increase their costs for resources for business production.

[bookmark: _Toc119334325]Inflation
The most affecting factor in business profits is the country’s inflation rate. When inflation rates increase in the country all aspects of purchasing and buying suffer an increase in prices. The price instability in the country lowers the affordability of citizens. Inflation occurs when the economic conditions of the country are not stable. Economic downturns lower the purchasing power of people living in the state. According to (Akcigit and Ates, 2021), when people are not able to afford goods and services, it has a direct impact on the profitability and growth of business organisations. As seen in the case of TM Lewin, the company was not getting enough sales and had to increase their prices which resulted in lower engagement of customers and caused them to face declining profitability issues.


[bookmark: _Toc119334326]Direct Costs
The cost which varies with the production of a company is referred to as direct costs. It is also called the variable cost for the business and is highly dependent on the production of the company. An organisation such as TM Lewin will have to suffer when their production is increased compared to their sales. Lower sales generate low income that is required for production. Much of the portion of the income goes to the operations of the business which makes the chain of production efficiency. If the company keeps on producing and does not sell as many products as produced, the company will have to spend their money to store them or face losses which is a huge reason for the occurrence of profit decline business.

[bookmark: _Toc119334327]Increased Overhead Expense
There are other expenses of the business which are essential to be paid to keep the business in production. These expenses make sure the working environment of the company is stable and working smoothly (Detragiache et al., 2018). These expenses can be supplier’s resource costs, workforce salaries, equipment costs, and other necessities of the workplace. In conditions of TM Lewin where the profit margin has already lowered, an increase in overhead expense will reduce profitability to none for a business. 

[bookmark: _Toc119334328]Declining Sales Revenue
It is a very obvious factor in business profit decline which occurs because of a lower rate of sales in the business. Several sales generate revenue for a company, if these sales are lowered or stopped, the company will not achieve an adequate amount to continue its operations. The organisation relies on its sales for the growth of the business but once the organisation reaches a certain point where production is too higher compared to sales, the business will start to face a decline in profits (Kollmeyer and Peters, 2019).

[bookmark: _Toc119334329]Evaluation of Alternative Solutions of the Complex Solution
[bookmark: _Toc119334330]Alternative Solutions
[bookmark: _Toc119334331]New Business Strategy Implementation
A market with intense competition, higher inflation, and low purchasing power requires the company to rapidly strategise its business. Bringing new strategies to the business gives new approaches to targeting customers and generating sales. The new strategies will be innovative and focus on the change in trend and adapting to the requirement of customers that will aid in profit increase.
[bookmark: _Toc119334332]Adjusting the Product
Net profit will generally rise when the product offering is adjusted and improved as per customer demand. Maybe the products sold by the organisation were not up to the standard and didn't meet the company's vision (Novitz, 2019). The organisation can gather information on market demands and elevate its product offering to get the customer engaged with the business which will help increase profits.

[bookmark: _Toc119334333]Streamline Purchasing
There are many ways to get sales for the business and modern-day technology has left no excuse for companies to use them. The organisation can implement digital technologies and offer a streamlined method of purchasing. The company can use an online website and channels to get customers to purchase directly without having to face complex processes. A satisfied customer is promised to return for future purchases.

[bookmark: _Toc119334334]Automation System
As discussed in the technological factors above, there are great ways of changing complete business operations using technology. Some systems make all business deals, customer care, and generate sales without human interference (Cazals et al., 2022). To sustain profit, the company can cut some employees as an automated system will fulfill the needs of the organisation. This cut in salaries will result in better profit generation.

[bookmark: _Toc119334335]Most Appropriate Solution for TM Lewin
It is suggested that TM Lewin implements the “Automation System” in their business for sustaining good profit. Inflation has caused the company to face supply chain issues and the higher wage law has caused the owners of the company to pay more salaries which has reduced the profit margin. The organisation can use these technologies and replace workers from the company to streamline the system and make profits by cutting off excess expenditures of the company.

[bookmark: _Toc119334336]Conclusion
After a careful study, it has become clear that problems and issues are inevitable in business management and performance. These issues do not mean that the company will fail or terminate but gives us opportunities to use our intellect to overcome and solve them. The study discussed the case of TM Lewin which has been facing the complex problem of profitability decline in the business. The report presented a discussion about the different factors that cause such problems and ways how to overcome them. It has helped me develop problem-solving skills and how analysis of an issue can help find ways to overcome it even if they are very complex.
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