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[bookmark: _Toc107520000]Introduction

Profit Maximisation
The act of maximising income or profit is known as profit maximisation. The strategic level of sales is where the most profit is made. It's usually utilised as a reference point for the best-case scenario and planning purposes. Simply put, profit maximisation refers to using a product to achieve a desired profit or return on investment. Profit maximisation can get accomplished with a variety of techniques. Still, it usually necessitates a high level of skill and knowledge because cost minimisation and revenue maximisation are two essential principles that must get addressed. The breakeven threshold is the most prevalent profit maximisation benchmark, implying that if a corporation can boost sales beyond this point, it will not only maximise profits but also generate a future growth opportunity (Williams, 2022).
The profit maximisation theory states that every business should operate to make a profit. Profitable companies can achieve this by increasing sales, charging excellent prices for their products or services, and lowering manufacturing costs. They can do so since they got greater access to resources that other businesses may not have. Increasing the price isn't the best approach to boost profits. There have been many instances where the profit maximisation hypothesis has been successfully implemented in the workplace, resulting in worker salary increases. The profit maximisation theory states that a company would choose the path of action that yields the most profits. Profit maximisation is an economic principle that argues that businesses select the course of step with the lowest production costs, even if other options have lower overall costs or more extensive total benefits. The activity should be considered by ASI management to maximise profitability. This idea aided economists in comprehending how businesses determine what to produce, how much to make, and how much to charge for their goods.
This theory is a cornerstone of microeconomics, and many economists have surveyed its assumptions and implications. Profit maximisation is based on the belief that a company aims to maximise profits. It is assumed that a company's decision-making process is rational and efficient and that to maximise profits, the corporation will take advantage of market possibilities and efficiently employ its resources (Williams, 2022). Marginal cost is the increase in total production costs due to adding yet another unit of output. Marginal revenue is the difference in real income per additional unit produced. Marginal revenue equals marginal cost when profitability occurs. Financial performance must get understood to determine why firms enter or exit markets. For businesses to maximise profits, the marginal cost should equal the marginal income for all goods and services offered in a marketplace. Almost every company follows a profit maximisation methodology. They used this technique to determine how much produce and inflow and how much revenue a business may make. A firm can use this comparison to achieve its preferred level of productivity and revenue. This method can also determine the products or services needed in a specific time frame or if the company is doing well with its current offers. To maximise earnings, ASI management should use the profit maximisation formula.
[image: ]
Profit maximisation in perfect competition
According to the corporation's standard monetary system, a company's purpose, according to the traditional economic system, is to optimise short-run profitability or revenues at the current date, typically a year. The establishment of costing and productivity in different market forms, like perfect competition, monopoly, and monopolistic competition, is explained by conventional microeconomic theory, which assumes that the firm's purpose is to optimise present or short-run revenues. This company's short-run profit maximisation model has provided decision-makers with a valuable framework for resource planning and utilisation (Tripathi, 2019). The primary goal of All Supplies Incorporated is to maximise profits, albeit there are certain drawbacks to this goal.
The traditional business philosophy, dominated by profit maximisation, had significantly shifted. Wealth maximisation is given far more weight in today's business and financial management strategy than in profit maximisation. The argument that profit maximisation is becoming less critical is not without merit. It is not only because it ignores essential aspects such as risk, quality, and the time worth of money, but also because wealth maximisation as a company or financial management goal is preferable. Profit maximisation is the course of action that will cause an 'economically efficient' or 'welfare maximising' outcome for corporations and their managers.
Many individuals believe that maximising profits is the fundamental task of commercial corporations. One of the most compelling justifications for this position is broadly practical, claiming that companies bear this responsibility since profit maximisation leads to an 'economically efficient' or 'welfare maximising' end. Profitable businesses are thought to be more efficient in operation and investment.
[bookmark: _Toc107520001]Findings, analysis 

Managerial economics aids companies in developing pricing strategies and finding acceptable pricing levels for their goods and services. Economic theory is incapable of providing a clear-cut solution to commercial issues. Economic theory, on the other hand, can assist in making better decisions. Economic theory helps decision-makers determine what information is required to make an informed decision and learn how to process and use that knowledge to discover the best solution to a problem. Decision-making is the most critical function in management economics. Customers typically view things priced more aggressively as being of higher quality or producing a more significant demand, if true. Economists consider a good's economic worth to be established by the need for that product. Understanding why people demand an item, why they require a quantity, and why they pay a specific price for it is a crucial aspect of an economic theory of value.
[bookmark: _Toc107520002]Demand and Supply

Demand and supply control the market system. For instance, if a significant amount of customers want to acquire beer, the demand for beer will be high. Consequently, if use barley to produce beer rather than flour, this can charge extra for it and make extra cash. This may theoretically result in a condition in which many people commence to produce beer. Subsequently, in little making series, there is such plentiful beer on the market—the distribution of beer increases—that the cost of beer declines. Even though this is an idealised and illustrative case, supply and demand explain why one popular item last year was slightly cheaper than the subsequent year (Beattie, 2022).
Forecasting and analysing consumption necessitates a lot of decision-making! Projecting future sales might allow a firm to strengthen its position in the market and maximise revenues; predicting future sales is a crucial component of decision-making. Demand scrutiny and projecting are incredibly substantial in controlling finances. If the ASI administration follows Allan Scheepers' suggestion and raises prices to increase profits, its products would lose demand because their competitors' products are cheaper. Businesses will incur considerable long-term losses when their products fail the request and may even lose market share to competitors. Low demand will lead to a reduction in supply.
[bookmark: _Toc107520003]Scarcity

Since everybody has been affected by scarcity, if they are conscious or not, they have a basic grasp of it. The universe has constrained limited to satisfy neverending needs, which is the fundamental economic problem of scarcity. Individuals must decide how to allocate resources best so they can achieve as many of their most important goals as possible. When things are limited, prices rise; yet, if prices rise when items are plentiful, a company will lose clients (Beattie, 2022). ASI is one of the best in the industry, but it does not have control over it, so just raising prices would cause customers to switch to competitors because the items are readily available.
[bookmark: _Toc107520004]Business Objectives

The key aim of a company is customer satisfaction and achieving its aim. The aim of ASI is profit maximisation, but should not be at customers' expense. Increasing prices, like Allan, requires achieving organisation objectives will be at the customers' cost.
[bookmark: _Toc107520005]Environmental issues
	The environment's dynamic aspects determine the way a technique is adopted. The relationship between exogenous conditions, including customers, shareholders, suppliers, the government, the community and competitors, is crucial to a firm's success and sustainability. These components make up the external constraints. The adaptability in corporate planning is frequently influenced by the magnitude and intensity of the company's dependence on the environment. Across many businesses, large, well-established firms are far more dominant in their environments and have greater tactical liberty over their competitors. The use of non-sustainable components to produce and pack products can make a negative impact on businesses and customers at present time is become very sensitive to the way that companies act in terms of their impact on the environment. Also using sustainable resources and methods can reduce the cost of production and can benefit profit maximisation. For example, using less packaging. 
[bookmark: _Toc107520006]Investment in human capital
Human capital is the abilities and qualities of labour that influence productivity. For employers, investing in worker training, educational bonuses, funding college scholarships, apprenticeship programs, and family assistance is the most obvious investment in human capital. Human capital investments benefits are improvements in employee retention rates and returns on all employee-related costs, accurate workforce data tracking, better employee prospecting, improved communication and problem-solving, and Identifying future leaders. Also, all this helps to reduce future costs for investments in new technologies and production sources like advanced machines, etc. 
[bookmark: _Toc107520007]Expand beyond borders
	Planing to expand beyond the home country of business can bring few benefits than can be profitable for the company. In today’s global economy all companies are establishing operations in foreign markets. This provides several advantages such as diversification and market growth. Also, it provides access to new talents which can help in company growth whit fresh ideas and knowledge on the expanding markets. Another advantage is competition, entering a new market where can first bring the advantage of doing the first move.
[bookmark: _Toc107520008]Business Environment
Companies don't function in isolation; instead, they run in a constantly changing world, which significantly affects how they work and whether they achieve their objectives. Now is a big competition. No single corporation is large or influential enough to impact the outside world substantially. Consequently, instead of being agents of change, leaders are more likely to be transformation adapters.
[bookmark: _Toc107520009]Market Structure

"The strategic choice is affected by the relative volatility of the market sector the firm chooses to operate in,”. Market forces have a strong influence on approach selection. A company that buys bulk commodities in a saturated market, for instance, will get more strategic freedom than the one that has to depend on an oligopolistic market.
In the short and long term, strategic and no pricing decisions can have diverse consequences on market share. Being a low-cost leader for a specific product category can help acquire a quick but fleeting market share. Price, on the other hand, does not always guarantee long-term client loyalty. As a result, positioning items to offer an enhanced buyer experience will lead to viral peer-to-peer promotion and additional recurrence trade, resulting in a much more sustainable market locus. ASI's market structure is ideal for competitiveness. Even if ASI has a 43 per cent market share, raising the price will not affect the market. Customers are also well informed about the items; therefore, increasing the product cost will cause customers to switch, and the company will be forced out of the market.  Oligopoly is a term that is used when in the industry we have few large companies that dominated the market. The price maximisation in this scenario is not working very well because the possible outcome from competition in this market is non-price competition, price wars or collusion (leading to higher prices).
[bookmark: _Toc107520010]Stakeholder Issues

The performance expectancy of a strategy option with the major stakeholders in a company's organisational context impacts its appeal. Creditors anticipate fast payment. Regarding income and job security, unions advocate for fair competition. People are expected to be socially responsible by states and notable interest organisations. Shareholders look forward to receiving returns. When choosing the optimal solution, these aspects must get considered. (Lucidcharts, 2022)
The interested party can be categorised according to their concern for the company's processes or their ability to affect them. Before considering a price increase, ASI management should consider stakeholders' interests. ASI cannot raise prices beyond the government's cap, and they must prioritise customer happiness, as high prices do not benefit their clients. Because of the higher price, their relationship with suppliers would suffer as their product demand decreases. (Lucidcharts, 2022)
[image: See the source image]

[bookmark: _Toc107520011]Conclusion and recommendations

ASI, which has a 43 per cent market share in the retail industry in the United Kingdom, should not focus on a single way of profit maximisation- Raisingrun; raising prices will incur short unease profits. Still, it will have a substantial negative impact in the long run. ASI should also think about these additional profit-maximising strategies.
A. [bookmark: _Toc107520012]Assess And Reduce Operating Costs

The expenses related to operating a trade are known as operating expenses or OPEX. Rent, marketing and advertising, utilities, selling, equipment and inventory, research and development (R&D), payroll, and general and administrative (SG&A), are all operating expenses. Cost of goods sold or capital costs for big orders like structures or machinery stands for expenses directly associated with the production line. Since these costs are indirectly tangled to productivity, OPEX is commonly the initial point organisations consider when they want to reduce. On the other hand, OPEX cuts can have long-term detrimental repercussions on the business if made prematurely or imprudently. Management must examine any budget changes and determine how, for instance, a decrease in marketing and advertising might influence sales shortly. Correspondingly, if the company cut research and development today, this could lack all innovative merchandise to discharge for some time. Considering lowering operating costs will cause higher profitability.
B. [bookmark: _Toc107520013]Upselling, cross-selling and reselling

Getting new clients is expensive. Instead, wise businesses comprehend that among the utmost practical approaches to increase transactions is to resell, upsell, and cross-sell innovative goods to current customers. Ensure that selling staff are skilled in upselling strategies and understand how to drive the dialogue minus aggressive or alienating the purchaser. Illuminate how superior structures bring remunerations that could aid the buyer using an informative/educational approach. Clear comparisons, such as a network, are beneficial in informing buyers about the characteristics and advantages of many representations.
Cross-selling is another simple technique to enhance an existing client's product usage. Deliberate using advertising to attract clients to new or extra merchandise. Without a specific promotion or price, cross-selling can be successful just by a sales rep's recommendation that things go well together. Finally, try cross-selling by suggesting customised options depending on the products in a customer's online shopping cart. Finally, many businesses generate additional cash by reselling their existing products. Clients can give or resell stuff they don’t use but is yet in upright shape by participating in a resell programme. This merchandise can often be resold with modest refurbishment and cleaning, improving company profits and reducing the wastage of undesirable items. ASI will profit more by using upsell, cross-sell, and resale strategies.
[bookmark: _Toc107520014]C. Customer lifetime value should be increased.

Indeed, do not underestimate the power of a satisfied client. Understanding clients and constantly providing remarkable experiences is perhaps the most cost-effective approach to growing client allegiance and achieving new clients over recommendations. The company may express appreciation to its existing clients, raise their lifespan worth, generate fresh tips, and increase profitability.
[bookmark: _Toc107520015]D. Minimise company overhead

The quickest way to increase profitability is to negotiate the best deals with suppliers to reduce COGS. If a company uses many vendors to supply similar components, think about the economy of scale: Would the company be able to earn a discount if expanded purchases with one supplier while decreasing it with the others? Let's imagine a company buy 21,000 bottle tops every month from three different providers. Purchase 7,000 from each supplier to maintain a stable supply chain. However, buying 10,000 or more units from Supplier A will get a 20% discount (Jenkins, 2020). The company saved 10% by raising their order to supplier A by 3,000 and reducing their charges to B and C by 1,500. Examine the company portfolio similarly: Have the company started ordering more products from an existing vendor? If yes, have they renegotiated and sought discounts at each stage?
[bookmark: _Toc107520016]E. Get rid of old stock

Suppose a company manufacture recurrent produce that does not sell as planned in a similar situation, leaving it with outmoded stock. This inventory stays in their storeroom daily, consuming space that could get used to keeping high-moving commodities that generate a profit. Attempt to sell the outmoded stuff first. Then embrace what got astray and how to avoid causing too much in the upcoming (Jenkins, 2020). ASI will enhance earnings and reduce cash kept in inventory by selling off old goods.
[bookmark: _Toc107520017]G. Employee Engagement/Motivation

One creative method to involve employees is to seek their assistance in waste reduction. Staff are specialists in the most economical use of commodities. The company can reduce waste by gathering employees’ ideas and integrating them into operations while improving client fulfilment. Labour expenses and waste rise due to merchandise that must be dismantled and repaired. The more detailed company can be about which components to utilise, such as designating which bin each belongs in or having the bin light up. At the same time, the staff collects componentry, the more accurate their projects will be—and the greener their business will be (Jenkins, 2020). ASI engaging employees and motivating might help realise reasons for fewer profits and discover areas for maximising profits. 
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