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[bookmark: _Toc120388686]                                                    T.M. Lewin

An old retail brand in the UK and currently crisis-facing company, T.M. Lewin is struggling with the economic crisis brought by covid, having difficulties to deal with inflation, cost of living increase, and reduced customer expenditure on clothing ‘which directly reduces the profitability of the company’ says T.M. Lewin UK (2022).
As one of a few over 100-year-old retail brands in the UK, it is shocking that the effects of covid on businesses all over the world has managed to have such a devastating impact on their profits.  Passos, Meneghini, Gama, & Lana (2021) shows that the pandemic ‘has also demanded major adaptations by large corporations. Showing that although being well-established has saved many businesses through the new challenges brought by Covid, it is not the only reason businesses survive and T.M. Lewin need to understand the challenges and face them appropriately if they want to continue their on-going existence
.
[bookmark: _Toc120388687]                                                    The Report

The problem and analysis of the problem will be presented and explored via a PESTEL analysis, a fishbone diagram will be used to show the cause and effects of the problem. Once this is well defined three solutions will be suggested for the problems, tackling its different factors in different ways, and the best solution will be chosen via a grid analysis, with a plan to implement it effectively and measure its overall effect on the company.
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[bookmark: _Toc120388689]                                            Nature of the problem

The nature of the problem is not simple enough to be defined by one cause, as it is a widespread issue across the retail industry, them being just another menswear company facing the same challenges as others. Before covid-19 the focus of businesses was growth, but during and after it most manufacturers ‘primarily focus on survival and reducing damage caused by the pandemic’ say Czifra and Molnár (2020).
Macro-environmental factors are the source of these problems, factors outside the control of businesses that have shaken the whole economy. These challenges are mainly to do with the supply chain and lockdown restrictions, compounded by a 30-year-high inflation. For example, Shen, Yang and Gao (2020) state ‘such lockdowns shut off most manufacturing operations.
Declining profitability in T.M. Lewin’s in the UK is an economic problem that hampers the company’s ability in the market to serve the customers flawlessly while keeping the prices of the product within an affordable budget in the current conditions. This specific economic issue of profits decline also expresses itself in ways such as ‘lessening the company’s employees who are the crucial contributors to the company’ say LaBelle and Santacreu (2022). 
The overall fault of the company is the lack of action and proactivity in adapting to a turbulent market by putting in place measures that lessen the impact of covid in time. Such as lowering prices due to inflation or other measures.

[bookmark: _Toc120388690]                              Impact of the problem on the organization

The main impact of these challenges on the company is reduced profits, which in turn result in other problems of their own, such as:
· Being acquired by Torque Brands due to insolvency
· A decline in profits that will lead to the company failing if it is not addressed
· Debt incurred to keep the business afloat
· Lower production due to being unable to keep up with costs of manufacture
· Inability to pay salaries forcing staff reductions
· Decreased capability of providing their services

[bookmark: _Toc120388691]                               Impact of the problem on the employees

Employees are indirectly affected because lower profits means the existence of the business is at peril, and a reduction in market productivity directly translates to less workers necessary, prompting massive layoffs and having devastating effects on employees personal lives, such as:
· Lower financial stability due to being jobless
· Lower salaries for the remaining employees
· Becoming part of a growing jobless population, creating more problems for governments
· Having reduced buying power
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[bookmark: _Toc120388693]                                       Why use a PESTEL Analysis

The economic problems faced by T.M. Lewin critically affect the business operations. Many of these factors are macro-environmental, external to the company and ‘PESTEL analysis model could determine the extent to which the macro environment of a company provides suitable conditions to achieve the aims of the company’ says Yüksel (2012). 
Some of these are high inflation, the side effects of Ukraine war, the economic crisis caused by the pandemic, cost of living increase due to political instability, etc. These must be understood and visualized for T.M. Lewin to be able to improve their business model in order to survive. Andries and Debackere (2007) evaluate businesses and say that they often need to adapt their initial business model due to the presence of uncertainty and ambiguity.
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PESTEL deals with all of these, here is a PESTEL of the economic and political macro environmental factors affecting the profits of the organization.
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The political factors are mainly:
· Brexit was unpopular with businesses because it led to increased regulations when importing/exporting, making transport times of products slower, as well as more expensive due to fees, etc. The regulation of immigration also affected businesses negatively as the labour market was suddenly reduced greatly, leading to labour shortages. Mohamed, Pärn, and Edwards (2017) say that ‘Brexit is further exacerbating labour shortages.
· Europe is highly dependent on Russian gas and oil to function, which has come at a high cost due to the war since oil and gas spiked in price increasing the cost of labour, transport and storage of goods as well as destabilizing the living of the average citizen, creating political instability and making people worry about their future. This directly leads to less consumerism in fears of economic problems, which impacts profits in T.M. Lewin, as their products are not essential and cut-off from people’s budgets.
· The UK has undergone several changes in government during the past years, and specially the past months. This sort of political instability gives a bad image to the rest of the world and leads to direct economic impacts by lowering the value of the British pound. ‘The uncertainty about the final impact of Brexit on British economy negatively affects the relation between GBP-EUR’ as a study by Alvarez-Diez, Baixauli-Soler and Belda-Ruiz (2019) found.
· Heat waves, floods, and other natural disasters have been more common in the past years, disrupting supply chains and affecting many people’s livelihoods. Other policies like the UK’s Low emission zones policy, incurs extra costs for businesses looking to transport their products through the most populated cities, and therefore most profitable, of the UK. These zones are ‘areas that charge or penalise highly polluting vehicles based on their Euro emission standard’ (Woodward, 2020).
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The economic factors are mainly:
· Due to the pandemic, the inflation rate went almost as high as 10%, which is a 40-year high record, increasing the cost of living significantly and impacting the purchase power of customers, which leads to lower profits for businesses.
· The cost of living has been getting higher with the housing market facing a shortage, overinflating the price of living spaces, and increasing rent. Food and bills are also going up due to instability such as the war or import taxes. ‘In 2021 the cost of living was £2000 to £2300 a month with accommodation but this increased in 2022, to £2500 to £3000 a month including accommodation.’ Loncar (2021).
· What is known as disposable income is being affected by the previously mentioned factors, people have to budget their limited money for necessities and let go of unnecessary luxuries.
· Corporate tax rate is rising to 25% from the current rate of 19% (Reuters, 2022).
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The social factors are mainly:
· People are afraid of their economic future and decide to save money instead.
· Customers opt for cheaper products.
· Work from home mandates make menswear less required which impacts T.M. Lewin’s market.
· Population growth and general populace well-being affects their potential as customers of the company.
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· Remote work has become commonplace throughout lockdown mandates, which means employees are more used to work through technological tools from home.
· Digital marketing is commonplace and reaches a wider audience, it is also more effective for its cost than local marketing.
· The digitalisation of our world means less face-to-face interaction which affects the company’s sales.
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[bookmark: _Toc120388700]                                   Why use a fishbone diagram?

‘Fishbone diagrams show cause and effect which helps to take strategic decisions’ says Loredana (2017).
The challenges faced by T.M. Lewin are symptoms of a bigger problem. Low profits are caused by multiple variables and the variables can be easily visualized through use of fishbone.
[bookmark: _Toc120388701]                                               Fishbone Diagram

Here is a fishbone diagram showcasing the problems and its symptoms and causes.
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Increase in supply cost: Suppliers are now increasing their price of products as the fuel cost increases for transportation, and raw material and supplier's business operating costs are increased.
Inadequate revenue: Revenue is the most crucial factor that directly contributes to profitability. T. M. Lewin’s has seen low revenue growth as the sales have declined due to the pandemic, lockdowns, restrictions, lower consumer spending power, and high living costs consumers. 
Excessive operating cost: The operating cost of T.M Lewin’s has increased due to the increase of inflation which gives us less buying power, the price increases due to the Ukraine war, the high corporate tax. In summary overall business expenditure increases due to the impacts of macro-environmental factors.
Increase the cost of raw material
Exchange rates are higher, and Brexit brought import taxes that increase the cost of raw material and transport for manufacturing and distribution of products.
Labour cost increase
A labour shortage means companies must offer more competitive wages if they want the available workers to work for them, this is leading to an increased labour cost while at the same time wages must rise to keep up with inflation further exacerbating this issue.
The additional cost of goods sold
Higher taxes from the government to re-coup the handouts given throughout lockdowns, force companies to increase their products price which leads to less sales or to keep prices the same but gain less profits.
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[bookmark: _Toc120388703]                                 Solution A: Cutting operating costs

The first alternative solution to the above problem could be cutting operating costs, reducing the costs of operation will increase profits by reducing how much is spent in the manufacture and delivery of products, both purchased and sold.

[bookmark: _Toc120388704]                         Solution B: Digitalizing overall business activities

Digitalization in business activities is the new trend and preferred method of customers to shop. A big benefit of this is that the supply chain issues make it hard to have stock available on-site, and an online shop can circumvent this issue and have the merchandise delivered straight from the warehouse to the customers’ location. The cost of sales is also reduced as no more staff will be needed on-site to man the shops, increasing profits per sale, although the initial cost of setting this up will be higher in the short-term.

[bookmark: _Toc120388705]                         Solution C: Repositioning Strategy of T.M. Lewin 

Although T.M. Lewin has been established for over 100 years and serviced the industry of formal menswear, the economic crisis is forcing them to adapt. High-class customers which used to afford their expensive products are lower than ever, with the uncertainty and economic distress of the general population, this means that reducing the price of their products and re-branding to be centered more around the average customer would make them more affordable and increase sales, overall increasing profit.
[bookmark: _Toc120388706]                                                    Grid Analysis
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In this grid analysis I compare the solutions to each other, and we can see that cutting operation costs has the highest result of them all, making it my proposed solution.
[bookmark: _Toc120388707]                                           How to cut operation costs

This can be done by automating some of the tasks and allowing employees to work from home, reducing cost of office space and utilities. A staff reduction is also a good idea to match the current demand of products which is lower than anticipated.
Adopting a just-in-time approach can also help by minimizing the stock kept and purchased to have just enough to fill orders and reduce inventory price and cost.

[bookmark: _Toc120388708]                                                   Tracking effectiveness

To make sure that this solution is effective we can track the new profits, and compare the money saved after the changes as compared to before the changes. This should give us a pretty good indicator of just how much more profit is being made and can allow us to effectively rate the solution as effective or not, helping us decide if more needs to be done.
[bookmark: _Toc120388709]Conclusion

T.M. Lewin must cut the cost of operations to deal with the various factors affecting their decline in profits. We can see that the main problems are a reduction in purchasing power of customers and an increase in costs, as the purchasing power of customers cannot be controlled since it is due to several macro-environmental reasons, reducing costs becomes the best solution. 
This solution can then be monitored closely by a finance team and compared to previous financial statements to determine effectiveness.





















[bookmark: _Toc120388710]References

Alvarez-Diez, S., Baixauli-Soler, J. S., and Belda-Ruiz, M. (2019). Co-movements between the British pound, the euro and the Japanese yen: the Brexit impact. Journal of Economic Studies.
Andries, P., and Debackere, K. (2007). Adaptation and performance in new businesses: Understanding the moderating effects of independence and industry. Small business economics, 29(1), 81-99.
Czifra, G., and Molnár, Z. (2020). Covid-19 and Industry 4.0. Research papers faculty of materials science and technology slovak university of technology, 28(46), 36-45.
Girish, V.G., 2022. Identifying the Perspectives of Domestic Tourists Visiting Puducherry of India During the COVID-19 Pandemic: A Fishbone Diagram Analysis. Tourism: An International Interdisciplinary Journal, 70(1), pp.127-130.
Loncar, Z. (2021). Cost of living in the UK: Your guide. [online] Wise. Available at: https://wise.com/gb/blog/cost-of-living-in-the-uk. [Accessed 15 Nov. 2022]
Loredana, E.M., 2017. The analysis of causes and effects of a phenomenon by means of the “fishbone” diagram. Analele Universităţii Constantin Brâncuşi Din Târgu Jiu: Seria Economie, 1(5), pp.97-103.
Mohamed, M., Pärn, E. A., and Edwards, D. J. (2017). Brexit: measuring the impact upon skilled labour in the UK construction industry. International journal of building pathology and adaptation.
Passos, A. P. P., Meneghini, E. M. P., Gama, M. A. B., & Lana, J. (2021). “Magalu has it”: Social, political and market strategies during COVID-19. Revista de Administração Contemporânea, 25(spe), e200233. Available at: https://www.scielo.br/j/rac/a/vmswJ8QhksSPCgTWzxMNZPF/?lang=en [Accessed 24 Oct. 2022]
Reuters (2022). UK corporation tax to rise to 25% as PM Truss U-turns. Reuters. [online] Available at: https://www.reuters.com/world/uk/uk-corporation-tax-rise-25-19-this-april-daily-telegraph-2022-10-14/. [Accessed 15 Nov. 2022]
Shen, W., Yang, C., and Gao, L. (2020). Address business crisis caused by COVID‐19 with collaborative intelligent manufacturing technologies. IET Collaborative Intelligent Manufacturing, 2(2), 96-99.
T.M. Lewin UK (2022). T.M.Lewin | Shop Online Men’s Shirts, Suits & Accessories. [online] Available at: https://tmlewin.co.uk/ [Accessed 24 Oct. 2022]
Woodward, K. (2020). Low emission and clean air zones: all you need to know. Available at: https://energysavingtrust.org.uk/low-emission-and-clean-air-zones-all-you-need-to-know/ [Accessed 12 Nov. 2022]
Yüksel, I. (2012). Developing a multi-criteria decision making model for PESTEL analysis. International Journal of Business and Management, 7(24), 52.

2

image3.png
A. Cutting
operation costs

B.Digitalising
overal business
activities
C.Repositioning
strategy

15

10

36

27




image1.png
Political Impacts on T.M Lewin Economic Impacts on T.M Lewin

Brexit P 5
s High inflation rate

|

ne war High cost of living

(Loncar, 2021).

|

Change in Consumer spending

I Government. - limits
8 Corporate Tax
Government's climate increase (Reuters,
I decision - 2022).

Figure: UK’s inflation rate
Source:(P! 2021)





image2.png
Cost increase at
source

Fuel cost and high
transportation cost

Shortage of raw materials

High exchange rate

Increase dollar rate

Brexit increase
imports tax

Pandemic

Lockdown and
restrictions

High living cost

Cost of livening of
employees increased

High employee
‘managing cost

Inflation rise

Ukraine war

Increase import
cost

Increase labour

wage

High vat and
tax, tariff

High corporate
tax

Pro
Dec

Figure: Fishbone diagram
Source: (Girish, 2022)




