Problem Solving and Decision Making


Module: Problem Solving and Decision Making
Module Code : BMSW 4004
Lecturer’s name : Dr Chijioke D Uba
Student name - Marina Ivanova
Student Number - 2128092



Contents
Introduction	3
What is TM Lewin?	3
The problem	3
The solution	3
Nature of declining profitability on employees and their organizations	4
Lower demand	4
Rising costs and inflation	4
Supply chain issues	4
Impact of declining profitability on employees and their organizations	5
Financial well-being	5
Debt	5
Risk management and Opportunities	5
PESTLE Analysis	6
Why use a PESTLE analysis?	6
Political	6
Economical	6
Social	6
Technological	6
Legal	6
Environmental	7
Fishbone Diagram	8
Why use a Fishbone diagram?	8
Market Insufficiency	8
Insufficient customers	8
High Pricing	8
External factors	8
Poor support	8
Recommended Alternative solutions and their Evaluation	9
How to achieve this?	9
Measuring effectiveness	9
Conclusion	10
References	11



[bookmark: _Toc119707126]Introduction

[bookmark: _Toc119707127]What is TM Lewin?
TM Lewin is a British clothing retailer founded in 1898. It began with the production of shirts and over the years expanded into the sales of formal menswear, including suits, jackets, accessories, etc.
[bookmark: _Toc119707128]The problem
The company has been facing financial problems since the pandemic started and fell into administration earlier in the year. The problems faced are mainly supply chain issues and lockdown restrictions which have been exaggerated by the pandemic, Ganesha and Aithal (2020) say ‘long-duration COVID-19 lockdown affected B&M retailers the most‘. 
While TM Lewin does have an online shop, shirts and formal menswear is something usually bought and checked first in person, with online orders mainly being recurring customers. What this means is that they have been greatly affected by the social distancing and lockdown restrictions.
Rising inflation is also a concerning factor affecting sales. These factors will be explored in-depth through use of PESTLE and fishbone diagrams to help understand the issues at hand.
[bookmark: _Toc119707129]The solution
After understanding the causes and impact of the problem we will use grid analysis to evaluate the different options available to TM Lewin to tackle the problem and help them choose the best one, as well as explaining how to implement it and measure its effectiveness.



[bookmark: _Toc119707130]Nature of declining profitability on employees and their organizations

A variety of factors are affecting the decline in profits, and many have been made unbearable by the pandemic whereas before they would be manageable. 
The loss in profits is mainly to a reduction in sales but the reasons of this reduction are many, from shifts in demand and governmental regulations to technological advancements and the need to adapt to them.
Adapting to the new challenges faced is necessary for TM Lewin’s survival, the failure to do so is what is driving the lower profits, ‘increased international competition and the rapid pace of technological change are favouring organizations that are lean, fast and flexible’ says Miles (1989), showing that the core of business is adapting to the changing and growing needs of customers and the world around us.
[bookmark: _Toc119707131]Lower demand
The pandemic brings uncertain times to everyone but especially so to the average customer of TM Lewin, which would most likely be businessmen.
Many organizations have been forced to reduce their staff numbers leaving many businessmen jobless and finding themselves in no need of new formalwear, for the many who remain working they most likely adapted to a hybrid or work from home environment, meaning they also have a much lower need for formal menswear as opposed to before. 
Bakar and Rosbi (2020) say due to COVID there is a ‘lower demand for non-essential goods such as apparel’, this also ties in to the fact that there is economic instability meaning suits are quickly written off people’s budgets, and many social events have been cancelled or limited, such as weddings or other social events that would require formalwear.
[bookmark: _Toc119707132]Rising costs and inflation
‘The increase in inflation since May 2020 has been the fastest and driven by the collapse in global demand’ as shown by Ha, Kose and Ohnsorge (2021).
Rising costs and inflation have been making it more difficult over the past years for people to have high disposable income and be able to afford more expensive items such as those sold by TM Lewin, the previously affordable and reasonable price of their products has now become a luxury affordable by less and less customers, the organization’s profits are then decreased due to a loss of customer base or in case of price adjustment, due to a lower selling price.
[bookmark: _Toc119707133]Supply chain issues
Government regulations all over the world have made it way harder for the supply chain to remain as it was, many health regulations mandated workers to stay at home if they were at risk of having contracted COVID, meaning warehouses and delivery companies were understaffed on short notice all throughout the pandemic. ‘National and international responses have disrupted the production and shipping because of lockdowns, understaffing, and travel and export bans’ Socal, Sharfstein and Greene (2021). These supply issues may cause shops to not have enough stock, or make delivery times of online orders too long for customers to go through with the purchase, leading to loss of possible sales and negatively impacting profit.
[bookmark: _Toc119707134]Impact of declining profitability on employees and their organizations

[bookmark: _Toc119707135]Financial well-being
Many workers may have had to be laid off due to their work no longer being necessary, many people are living paycheck to paycheck, which means they do not have enough savings for a crisis such as being let go of their job. Their immediate financial well-being is affected, ‘People who had good jobs that paid a reasonable living wage may now be uprooted if they have been unexpectedly laid off‘, says Martin (2020).
Salaries are likely to be lowered, wage cuts are necessary to maintain the company working without collapsing due to the decreased net revenue. This is further negatively contributing to the financial well-being of employees as cost of living is also going up.
[bookmark: _Toc119707136]Debt
TM Lewin’s loss in profits means their forecast profits do not match with their actual income, which might have led to extra expenditure that they do not need or cannot repay. Their ability to make monthly debt payments reduces as net profit falls. 
This can also give them a bad reputation in the market as an unstable business which could keep investors away and suppliers hesitant to trade with them, despite their long history as an established business. This is a symptom that TM Lewin is experiencing financial difficulties (Nariswari & Nugraha, 2020). 
There is also a growing debt to pay back in the future as covid loans data from  HM Treasury (2021) shows that ‘£80 billion of emergency government-backed loans’ were used to help businesses stay afloat. TM Lewin is sure to have been taken part on these loans and this means future debt to pay-off.
[bookmark: _Toc119707137]Risk management and Opportunities
It is good practice to put aside a certain amount of money to deal with possible issues that may arise during regular business practices, for example machinery malfunction or damage. This budget is sure to have been reduced due to the declining profit which could lead to unexpected issues.
A low profit also restricts the company’s ability to take advantage of new opportunities such as a growing market or to monopolize the market since other businesses in the field are also struggling.



[bookmark: _Toc119707138]PESTLE Analysis
[bookmark: _Toc119707139]Why use a PESTLE analysis?
A PESTLE analysis studies the external factors of various macro areas, that can affect the working and continued existence of a business, ‘these external factors are less under the company’s control’ says Ebert, et al. (2011).	
That is why a PESTLE analysis has been conducted so TM Lewin can understand the negative macroeconomic factors concerning it, and take the most effective decisions and precautions to minimize them and adapt accordingly.
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[bookmark: _Toc119707140]Political
Current tax policy, on sales and purchases of materials affects how much net profit remains for the company. These policies are affected by Brexit since trade deals had to be remade, and the UK has been ‘constrained in its ability to import goods’ (Tetlow and Stojanovic 2018).
Political instability is also affecting customer willingness to spend their money and investors willingness to invest, which impacts organisations.
[bookmark: _Toc119707141]Economical
Inflation rate and unemployment rate is increasing, making disposable income lower for the average person which reduces the likelihood of them becoming customers of TM Lewin, as they might drift off to less expensive products or stop buying luxury goods altogether.
[bookmark: _Toc119707142]Social
Many people take their health seriously and follow government guidelines, specifically those of social distancing, meaning a significant amount of people will not want to visit physical shops and will refrain from many businesses, which results in potential sales loss for them.
[bookmark: _Toc119707143]Technological
E-shopping is a growing trend for the past years that has only grown and been established more throughout the pandemic, due to its convenience during lockdowns and social distancing mandates. 
Studies by Nguyen and Nguyen (2021) show that ‘80% of the respondents engaged in e-shopping more frequently than they did before the outbreak of COVID-19’. 
[bookmark: _Toc119707144]Legal
Employment laws and health regulations determine many procedures businesses must follow which affect the working and structure of a business.
[bookmark: _Toc119707145]Environmental
Global warming, climate change, activism and pollution concerns concern companies because of the public image it gives them, as many people might not do business with them if they find their environmental policies unacceptable.



[bookmark: _Toc119707146]Fishbone Diagram
[bookmark: _Toc119707147]Why use a Fishbone diagram?
Fishbone diagrams are useful because they help find out the root cause of problems and separate the causes that contribute to the problems. For TM Lewin it can help view the main areas that need work, which helps with strategic decision-making to form working solutions.
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[bookmark: _Toc119707148]Market Insufficiency
The marketability of TM Lewin is not the best through the pandemic, they had poor market analysis and their display of items failed to meet changing standards of e-shopping becoming more popular.
[bookmark: _Toc119707149]Insufficient customers
The main customer base has been affected and reduced, losing a lot of regulars which were making up a big size of the revenue. 
[bookmark: _Toc119707150]High Pricing
Due to inflation and rising cost of materials, the current cost of the products is too high for the average customer to consider it. The price is not realistic with the financial reality brought on by the pandemic.
[bookmark: _Toc119707151]External factors
There is a lower demand due to work from home schedules, and the unstable market due to mass panic and uncertainty of the future. Non-essential items get cut off first.
[bookmark: _Toc119707152]Poor support
Due to lockdowns, health concerns, and a labour shortage. Many shops and production centres find themselves understaffed which affects the whole supply chain and the smooth functioning of the company.


[bookmark: _Toc119707153]Recommended Alternative solutions and their Evaluation
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From the chart, my highest score proposed solution is putting new business tactics into action. The cost of implementation is lower than the other options, the time requirement is also lower, however it is quite difficult to adopt but it will prove to be worth by bringing a renewed customer base and rebranding into a more popular business.
[bookmark: _Toc119707154]How to achieve this?
By doing research on the clothing needs of the population post-covid, TM Lewin can re-invent their stock and merchandise to better suit the needs of customers, as suits and formalwear popularity has been reduced, they could look into manufacturing house clothes and similar.
Polls and sales data can be analysed to find the needs of people and the existing manufacturing factories and suppliers materials can be repurposed to design new clothing.
Marketing department can aggressively advertise the new products to spread the news and welcome a new client base.
[bookmark: _Toc119707155]Measuring effectiveness
Market analysts and managers should be paying close attention to the developments of the company after these changes. Figures such as sales revenue, amount of sales and new clients should be monitored to analyse the effectiveness of the changes and to decide if some products are not worth continuing to produce, or if more stock of a certain product is necessary. 


[bookmark: _Toc119707156]Conclusion
There are many complex causes of the decline of profits in TM Lewin, however they are all mostly related or worsened to the pandemic. 
The immediate impact it has on the company and its staff is the financial instability brought on by huge staff reduction and the lowered sales, long term impact is the downfall of the company and the loss of monopoly in the market.
Through PESTLE and fishbone diagrams we can identify many factors like import regulations, or lowered disposable income being the main sources of lower profits, and it helps us come up with solutions to minimize these effects.
The best solution for TM Lewin is to re-invent their merchandise and target market to adapt to their reduced customer base, they can achieve this through data collection and design of new clothing.
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