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Declining Profitability at TM Lewin, UK

[bookmark: _Toc120389384]Introduction
            For the second time the company enters administration in the hope of saving the prestigious company from bankruptcy. during the last years the company suffered a decline in profit which put it on the edge of the precipice.
In business and organization management, managers are expected to possess problem solving and decision-making skills. The two sets of skills are important for managers because they enable them to solve the problems that arise in the course or running the organizations. By definition, problem solving is the process of identifying the causes of a problem and devising ways of eliminating the causes, or addressing them, with the aim of eliminating the problem. Problem-solving goes hand in hand with decision making because the former depends on the later. Decision-making is described as the process of listing the possible solutions to a problem and making a choice on the one(s) to implement (Kallet, 2014). The importance of the two skills can be seen when an organization is facing financial problems as in the case of TM Lewin. According to the case study provided, the retailer went into administration following failure to generate enough income to cater for its expenses. This report discusses the nature of the problem and provides possible solutions to the problem. Moreover, the report recommends the most fitting solution out of the possible solution to the retailer for purposes of helping it solve the problem it faces.
[bookmark: _Toc120389385]Definition of the problem
In the past few years, TM Lewin has been in financial problems that ended up in the retailer going into administration and needing to be rescued by Torque Brands. The retailer began experiencing problems after Brexit where the UK, through a referendum, decided to leave the European Union. As a result of this decision, TM Lewin suffered financially because importing materials into the UK became more expensive and time consuming because of custom duties, new freight charges and changed value-added tax (Hughes, 2022). These expenses meant an increase in the cost of operation for TM Lewin, hence a reduction of disposable income. The financial problems that currently threaten the retailer’s sustainability increased during the pandemic when the retailer lost most of its revenues. During this time, TM Lewin saw its sales reduce as a result of the restrictions that the government placed on businesses in the process of trying to stop the covid-19 virus from spreading further. Notably, the government ordered businesses to close down their shops to minimize gatherings in the UK. By adhering to such regulations, TM Lewin experienced a loss of revenues as it could no longer sell to its customers who bought from its physical stores. The pandemic also caused a loss of revenues to TM Lewin by eliminating the need for dressing for work. The government-imposed restrictions that required people to work from home. As a result, they did not need to buy shirts for official wear for work as they worked from home (Moore, 2020). This further reduced the revenues for TM Lewin, sinking the retailer deeper into the financial problems. TM Lewin also suffered from the economic depression that characterized the pandemic.
[bookmark: _Toc120389386]Impact of the Problem on TM Lewin
[bookmark: _Toc120389387]It has forced TM Lewin to close its stores in the UK
The problem of insufficient finances at TM Lewin has had devastating impacts on the operations of the retailer. One of such impacts has been the closure of the retailer’s physical stores. After a period of lack of revenues from the stores, the retailer lost the ability to cater for the cost of operating the stores such as rent and maintenance. Therefore, in a bid to cut the losses caused by paying the rents for stores that do not generate income, the retailer announced in 2020 that it was closing all its sixty-six physical stores in the United Kingdom and moving all its operations online (Reuters, 2020). 
[bookmark: _Toc120389388]It has forced TM Lewin to fire most of its employees in the UK
Before the pandemic and the closure of the sixty-six physical stores in the United Kingdom, TM Lewin had approximately 700 employees that were critical to its revenues. The closure of the physical stores meant that the employees that worked at the stores were left without work. Therefore, TM Lewin laid off around 600 of the workers who worked at the stores (Reuters, 2020). The move amounted to a loss of experienced workforce, which affected the retailer negatively.
[bookmark: _Toc120389389]It has led to financial losses 
The problem of insufficient income and TM Lewin has had the impact of losses incurred by the retailer. Because the business has not been generating enough income to cater for its expenses, it has been running on losses in the past few years (Armstrong, 2022). The losses in the retailer’s financial performances are illustrated by its inability to pay for its physical stores and cover its debts. Moreover, the fact that the retailer had to go into administration is evidence of constant losses, which have rendered it unable to pay its debtors.
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[bookmark: _Toc120389391]Political Factors
	The problem at TM Lewin can be partly ascribed to the political decision of Brexit where the majority of UK citizens decided to leave the UK. As a result of the decision, exports and imports to and from EU countries became expensive for UK retailers (Oxford Analytica, 2019). This affected the profitability of TM Lewin as it had to spend more finances to import materials and export purchases to EU countries. Consequently, the profit margin reduced and made it difficult for the retailer to continue making the same profits it generated before Brexit. The reduction of the profit margin contributed to the problem of insufficient funds that the retailer currently experiences.
[bookmark: _Toc120389392]Economic Factors
	The economy of the United Kingdom was adversely affected by Brexit and the Pandemic. important markers of economic performance such as inflation and interest rates show that the economy has performed poorly in the past few years (Harari et al., 2022). The rise in inflation rate, for example, has reduced the spending power of TM Lewin customers, which has caused them to cut their spending on luxury goods such as the shirts sold by the retailer thus contributing to its financial losses. On the other hand, the increase in interest rates affected TM Lewin as it incurred a higher cost of credit that reduced its revenues.
[bookmark: _Toc120389393]Social Factors
	In the past few years, social factors in the UK have contributed to the problem that TM Lewin is facing. As a result of the pandemic, there has been a massive shift towards working from home at the population level. Most citizens have shown that they prefer to work from home rather than reporting to their offices. Additionally, research has shown that most people in the UK are yet to fully embrace social gatherings after spending extended periods of time under the Covid-19 restrictions (Deole, Deter, and Huang, 2022). The consequence of the above social changes has been a reduction in demand for the cloths that TM Lewin sells, which has contributed to the financial shortfalls experienced by the retailer.
[bookmark: _Toc120389394]Technological Factors
	Technological factors in the UK retail industry have contributed to the financial problems experienced at TM Lewin. More specifically, the rise of ecommerce has been an impactful technological factor that has affected TM Lewin sales (Kennedy, 2020). Large ecommerce businesses such as Amazon and eBay sell cloths at a cheaper price than TM Lewin. This has led to loss of some customers who prefer from such ecommerce giants thus the reduced revenues that brought about financial unsustainability at TM Lewin.
[bookmark: _Toc120389395]Legal Factors
	There have been legal factors that have externally contributed to TM Lewin’s financial downfall. For example, the new tax regulations, environmental laws, and employment laws such as minimum wage, have forced TM Lewin to operate above a set minimum expenditure, hence forcing the retailer to spend more than its income allows. The expenses that come with complying with the above legal provisions have contributed to increasing the cost of operation thus causing the financial problems that led the retailer going to administration.
[bookmark: _Toc120389396]Environmental Factors
	In the past few years, the environment has been one of the most important considerations for all governments in the world. In order to help reverse the effects of mankind on the environment, different governmental and nongovernmental organizations have made efforts to sensitize the population on the importance of minimizing activities that destroy the environment. Such efforts have made people to be inclined against companies that engage in environmentally unfriendly activities (Dhir et al., 2021). As a result, some customers turned against TM Lewin as because it makes it sells clothes made from activities that destroy the environment. The ultimate consequence, therefore, has been a reduction in revenues, which has contributed to the financial issues that TM Lewin is experiencing.
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The fish diagram above shows the causes and the effects of the problem of financial that the retailer is experiencing. As depicted in the diagram, the causes include the pandemic, Brexit, inflation, competition from ecommerce giants, social preferences, and legal causes.  
[bookmark: _Toc120389398]Proposed Alternative Solutions
[bookmark: _Toc120389399]Increasing Online Presence
Increasing online presence of a business involves investing in social and digital media such that more people can reach the business through online platforms (Paduraru, 2020). One possible solution that Torque Brand can implement to avert the financial crisis at TM Lewin is increasing the retailer’s online presence. This can be done through increasing online engagements involving the retailer and potential customers and employing strategies to increase the number of followers in the retailer’s social media accounts. The solution will help the retailer make up for the loss of its physical stores by attracting more people to its products through online activities. Moreover, increasing online presence will increase the retailer’s brand awareness, which has the potential to increase sales and generate the revenue the retailer needs.  
[bookmark: _Toc120389400]Use of credit from financial institutions
	Torque Brands can also resort to borrowing from financial institutions to provide TM Lewin with a financial lifeline. This solution will provide the retailer with the opportunity to address its financial problems with immediate effect, which will reverse the financial crisis that sent it to administration. Additionally, some of the finance acquired from the financial institutions can be used to advertise the products and fund production to meet the demand that will be realized from the advertisement campaign.
[bookmark: _Toc120389401]Evaluation of the Proposed Solutions using the PMI Diagrams
[bookmark: _Toc120389402]Increasing Online Presence
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[bookmark: _Toc120389403]Plan for Implementation, Monitoring, and Reviewing the Chosen Solution
The evaluation of the two solutions in the two PMI diagrams above shows that the first solution of increasing online presence has more meaningful advantages hence its recommendation. To implement the solution, the retailer should invest in a team of social media experts who will work towards growing followers and engagement on social media accounts. The retailer can monitor the solution’s performance by comparing the income generated before and after the implementation of the solution. An increase in income will serve as a pointer to the success of the solution, while a stagnation or reduction of income will point to the failure of the solution. the retailer can monitor the changes in income through its financial reports The monitoring will provide the retailer with a measure for success for the solution. 
[bookmark: _Toc120389404]Conclusion
The report shows that the main problem facing TM Lewin is related to financial issues that have been caused a number of factors; mostly external factors, moreover, this financial issue is due to poor management and the inability of the company to change with the trends of the times we live in, these things made TM Lewin, not reach a very large customer base and be behind its direct competitors. However, the report also shows that there are solutions that the company can apply to arrest the problem. The two main solutions proposed in the report are increasing the retailer’s online presence and acquiring finances on credit from financial institutions. Of the two solutions, the report recommends that Torque Brand should apply the solution of increasing TM Lewin’s online presence as it has more financial advantages.
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