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1. Overview

This business report explores the concept of profit maximization theory and applies it to the
case of All Seasons Supplies Incorporated (ASSI), a leading consumer goods company in the
UK. The report discusses the market analysis, supply chain management, store operations,
marketing and advertising, customer loyalty and engagement, and innovation and product
development strategies that ASSI should consider maximising profits and ensure long-term
success. Additionally, the report highlights other important issues for ASSI to address to

improve overall performance.

2. Introduction

This report aims to address the concerns raised by Jesse Zole, a major shareholder in All

Seasons Supplies Incorporated (ASSI), regarding the decline in profits. It will provide an
analysis of profit maximization theory, considering the context of ASSI and its market position.
Furthermore, this report will discuss various issues of importance, including economic
theories, the business environment, market structure, and stakeholder considerations. Finally,
recommendations will be provided to ASSI's management to guide decision-making and

improve overall profitability.

A. Profit Maximization Theory
Profit maximization theory suggests that the primary objective of a business is to maximize its
profits. This theory aligns with the traditional view of business, where increasing prices and
optimising revenue generation are key strategies. Jesse Zole's statement emphasises the
historical significance of profit maximisation at ASSI, as it was the founder's primary objective.
To achieve profit maximisation, firms typically engage in various strategies, such as optimising
pricing decisions, controlling costs, improving operational efficiency, and expanding market
share. They may also consider factors like market demand, competition, and external
economic conditions when making decisions to maximize their profits. Profit maximisation
theory posits that firms aim to maximise profits by optimising revenue and cost structures. It
considers the rational behavior of firms seeking to achieve financial goals. The theory
suggests that businesses make decisions and allocate resources to generate the highest
possible profit within their constraints and the competitive environment (Black and

Mendenhall, 1989). On what defines the purpose of managers of businesses, economists and

4




management experts have debated for many years. The original theory, which claimed that

managers who might also be the company's owners seek to maximise profits, was developed
by Marshall (1890). However, this assumption has been called into doubt by the degyelopments
of managerial and behavioural researchers (Simon, 1959), who refers to, among other things,
sales growth and turnover, market concentration, stakeholder welfara and satisficing
behaviour as credible, alternative aims. A key principle of traditional economics is that
corporations should aim to maximise profits. Profit is calculated as Total Revenue (TR) less
Total Costs (TC). Therefore, profit maximisation occurs when there is a significant gap
disparity between total income and total costs. A business can maximise profits if it produces
at a level where marginal revenue (MR) equals marginal cost (MC) Pettinger (2019). Essential
inputs such as trained staff, raw materials, electricity, specialised machinery, and warehouse
space are usually in short supply for organisations. The amount of investment capital available
for a certain project or activity can frequently be a constraint for managers. Economic
limitations can additionally limit decisions. Labor agreements, for instance, restrict flexibility in
employee scheduling and task assignments. However, profit maximisation should be
approached with a comprehensive understanding of the market dynamics, customer
preferences, and competitive landscape. Simply increasing prices may not always lead to
increased profits, as it can negatively impact customer demand and loyalty. Therefore, it is
crucial to consider other factors, such as cost management, market positioning, and customer

satisfaction, while applying profit maximisation theory.
Application of Profit Maximisation Theory for ASSI:

Pursuing profits, sales, salaries, influence, etc. will be useless if the business fails. Trying to
maximise any of the varied aims could be harmful. For instance, competitors could respond
strongly if a company attempts to grow its market share through aggressive advertising or
price reduction. The battle may cause the business to go out of operation. Therefore,
businesses may be cautious out of worry for survival (Sloman and Jones 2020).

A.1 Market Analysis:

To maximise profits, ASSI should conduct thorough market analysis, monitoring consumer
trends, competitive landscape, and emerging threats and opportunities (Dolnicar, Griin and
Leisch, 2018). By staying informed, ASSI can identify new market entrants, and changes in
consumer preferences, and adjust its strategies accordingly to maintain its market share.




A.2 Supply Chain Management:

Maintaining strong relationships with exclusive manutfacturers is crucial for ASSI. It should
ensure a reliable supply chain, negotiate favourable terms, and optimises inventory
management to minimise costs and maximise product availability. Streamlining the supply

chain will contribute to improved profitability (Samuelson and Marks, 2015).

A.3 Store Operations:

ASSl's extensive network of stores and large retail shops provides a competitive advantage.
To optimize profitability, ASSI should focus on store layout, visual merchandising, and
customer experience. Additionally, leveraging the massive parking lots to provide convenience

tor customers will drive footfall and potentially increase sales.

A.4 Marketing and Advertising:

The goal of marketing strategy is to align consumers' genuine desires and wants with the
supplier's offer that is best suited to meet their needs and aspirations. The marketing planning
process of an organisation is driven by this matching point procedure, which benefits suppliers
and customers (Dolnicar, Griin and Leisch, 2018). Developing comprehensive marketing and
advertising campaigns is vital for ASSI. It should utilise both traditional and digital channels to
promote its brand and exclusive products. Leveraging ASSl's strong market position and
unique product range will differentiate it from competitors, attract new customers, and increase

sales.

A.5 Customer Loyalty and Engagement:

To maximise profits, ASSI should implement strategies to build and maintain customer loyalty
(Samuelson and Marks, 2015). This may include loyalty programs, personalized marketing
initiatives, and excellent customer service. By understanding customer needs and
preferences, ASSI can enhance the overall customer experience and foster long-term loyalty.




A.6 Innovation and Product Development:

Continuously introducing new and exclusive products is essential for ASSI's profitability. By
collaborating with manufacturers and staying updated with market trends, ASSI can offer
innovative and desirable products that resonate with customers. Regular product
assessments and developments will contribute to increased sales and market share
(Samuelson and Marks, 2015).

In addition to the profit maximisation strategies discussed above, there are several other
important issues for All Seasons Supplies Incorporated (ASSI) to address to improve overall

performance. These include:

e Operational Efficiency:

Efficiency in operations is crucial for maximising profits. ASSI should focus on optimising its
internal processes, reducing waste, and improving productivity. This may involve
implementing lean management principles, investing in technology and automation, and
continuously reviewing and improving operational workflows.

+ Cost Control:

Controlling costs is essential for profitability (Griffiths and Wall, 2011). ASSI should regularly
review its cost structure, identify areas where expenses can be reduced or optimised, and
negotiate favourable terms with suppliers. This includes managing labour costs, rental
expenses, transportation costs, and overhead expenses. Implementing cost control measures

can improve the company's bottom line.

« Employee Training and Development:

Investing in employee training and development can have a significant impact on performance.
ASSI should focus on providing comprehensive training programs to improve the skills and
knowledge of its workforce. Well-trained employees can deliver better customer service,
improve operational efficiency, and contribute to the overall success of the company (Griffiths
and Wall, 2011).




« Technology Adoption:

Embracing technology can streamline operations and drive innovation. ASSI should assess
its technology infrastructure and identify areas where automation, digitalisation, and data
analytics can be leveraged (Griffiths and Wall, 2011). This may include implementing inventory
management systems, online ordering platforms, customer relationship management (CRM)
software, and utilising data analytics for informed decision-making.

« Sustainability and Corporate Social Responsibility (CSR):

Addressing sustainability and CSR concerns is increasingly important for businesses. ASSI
should consider adopting environmentally friendly practices, such as reducing packaging
waste, optimising energy consumption, and sourcing sustainable materials. Engaging in
socially responsible initiatives can also enhance the company's reputation and attract socially

conscious customers (Schlegelmilch and Szé6cs, 2020).

« Competitive Analysis and Differentiation:

Continuously monitoring competitors and identifying ways to differentiate from them is crucial
(Griffiths and Wall, 2011). ASSI should conduct regular competitive analyses to stay informed
about the strategies and offerings of its rivals. By identifying unique selling points, ASSI can
position itself as a leader in the market and attract customers who value its distinct attributes.

e Online Presence and E-Commerce:

In the current digital era, success depends on having a strong online presence. ASSI needs
to make investments in e-commerce platform development and online marketing. This entails
developing user-friendly websites, providing online payment alternatives, applying efficient
search engine optimisation (SEQ) strategies, and interacting with clients on social media

platforms.




B. Apply appropriate economic theory.

Implementing these strategies and addressing these issues will help ASSI improve its overall
performance, increase profitability, and maintain its market leadership position. Regular
monitoring and adaptation to changing market conditions will be essential for long-term

success.

B.1 Economic Theory:

» Market Structure and Competitors:

Before delving into economic theories, it is important to consider the market structure within
which ASSI operates. Understanding the market structure in which ASSI operates helps guide
decision-making. Factors such as market concentration, competition, barriers to entry, and
buyer power influence pricing strategies, product differentiation, and overall market positioning
(Sloman, Guest and Garratt, 2018). Management should assess these factors to make
informed decisions. The UK supermarket industry is characterised by a few dominant players,
including Tesco, Sainsbury's, Asda, and Morrisons. These companies have significant market
share and engage in fierce competition to attract customers. Understanding this market
structure is vital for making informed decisions and formulating effective strategies (Topic:
Supermarkets in the United Kingdom (UK). 2022).

» Demand and Supply Analysis:

To maximize profits, ASSI needs to understand the demand and supply dynamics within the
UK supermarket industry. This includes analysing customer preferences, price elasticity of
demand for different product categories, and the availability and cost of inputs from suppliers.
By conducting comprehensive demand and supply analysis, ASSI can identify pricing
strategies, product assortment optimization, and cost management initiatives that align with

profit maximization objectives (Samuelson and Marks, 2015).
» Business Objectives and Strategies:

While profit maximization is a key objective for ASSI, it is crucial to balance this with other
business objectives to ensure long-term success. For example, enhancing customer
satisfaction and loyalty through personalized offerings and excellent service can lead to
increased repeat business and positive word-of-mouth (Keat, Young and Erfle, 2014).
Developing a strong brand reputation, investing in marketing campaigns, and leveraging

loyalty programs (e.g., Tesco Clubcard) can also contribute to long-term profitability.




» Cost-Benefit Analysis:

Employing cost-benefit analysis enables ASSI to evaluate the potential costs and benefits of
different decisions. It helps assess the financial viability and profitability of investments, pricing
decisions, marketing campaigns, and operational improvements (Security, Risk Perception
and Cost-Benefit Analysis2009).

» Opportunity Cost:

Considering opportunity cost helps management assess the value of choosing one option over
another. It involves evaluating the potential benefits and drawbacks of alternative courses of

action and selecting the most advantageous option for maximizing profits.
» Market Expansion and Growth:

Management should evaluate opportunities for market expansion and growth, both within the
existing customer base and by explaoring new markets or product lines. Assessing potential
risks, competitive advantages, and the market potential is crucial in decision-making for
expansion strategies (Keat, Young and Erfle, 2014).

» Customer Satisfaction and Retention:

Focusing on customer satisfaction and retention can enhance long-term profitability. ASSI
should analyse customer feedback, preferences, and purchasing behavior to develop
strategies that deliver excellent customer experiences, build brand loyalty, and attract new
customers (Griffiths and Wall, 2011).

B.2 Stakeholder Issues:

Addressing stakeholder needs and concerns is essential for maintaining positive relationships
and sustainable profitability. This includes considering the interests of employees, suppliers,
customers, and the local community. For instance, investing in employee training and
development programs can improve service quality and productivity. Collaborating with
suppliers to optimise the supply chain can lead to cost savings and improved efficiency.
Engaging with the community through corporate social responsibility initiatives can enhance

brand reputation and attract socially conscious customers.

> Suppliers and Manufacturers: Maintaining strong relationships with suppliers and
manufacturers is crucial. Negotiating favourable terms, ensuring a reliable supply
chain, and managing supplier relationships effectively contribute to cost optimization
and product availability (Gibbons and Roberts, 2012).
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Employees: Considering employee welfare, training, and development fosters a
motivated workforce, positively impacting customer service, productivity, and overall
business performance (Keat, Young and Erfle, 2014).

Customers: Addressing customer needs and concerns is vital. Decision-making should
prioritize customer satisfaction, value for money, and a positive overall experience to
build long-term relationships and loyalty (Gibbons and Roberts, 2012).

Regulatory and Legal Framework: Compliance with regulations, industry standards,
and legal requirements is essential. Management should consider the impact of
regulatory changes and proactively adapt strategies to remain compliant and minimize
potential risks (Griffiths and Wall, 2011).

Community and Environment: Embracing corporate social responsibility initiatives
demonstrates ASSI's commitment to ethical practices and sustainability. Considering
community impact and environmental concerns can enhance the company's reputation

and attract socially conscious customers.

3. Conclusion:

In conclusion, All Seasons Supplies Incorporated (ASSI) has a strong market position, a vast

network of stores, and exclusive partnerships with manufacturers, providing a competitive

advantage. To ensure continued success and profitability, ASSI's management should

consider various factors in their decision-making process. These factors include economic

theories such as demand and supply, cost-benefit analysis, and opportunity cost. They should

also align their decisions with business objectives such as profit maximization, market

expansion, and customer satisfaction. Understanding the market structure and addressing

stakeholder issues related to suppEs, employees, customers, regulations, and the

community are equally important. Based on the analysis conducted, the following

recommendation is proposed.
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4.

Recommendations:

Based on the analysis conducted, the following recommendations are proposed for ASSI

management:

Conduct regular market analysis: Continuously monitor consumer trends, competitive
landscape, and emerging opportunities to adapt strategies and stay ahead of the
market.

Optimise supply chain management: Strengthen relationships with exclusive
manufacturers, negotiate favourable terms, and streamline inventory management to
ensure a reliable supply chain and minimise costs.

Enhance store operations: Focus on store layout, visual merchandising, and customer
experience to create an attractive shopping environment. Utilise the massive parking
lots to drive footfall and convenience for customers.

Develop comprehensive marketing and advertising campaigns: Utilize both traditional
and digital channels to promote ASSI's brand and exclusive products, leveraging the
company's market position and unique offerings.

Foster customer loyalty and engagement: Implement loyalty programs, personalized
marketing initiatives, and excellent customer service to enhance the overall customer
experience and build long-term customer loyalty.

12




Embrace innovation and product development: Collaborate with manufacturers, stay
updated with market trends, and introduce new and exclusive products to meet
customer demands and differentiate ASSI from competitors.

Focus on operational efficiency and cost control: Continuously review internal
processes, implement lean management principles, and leverage technology to
optimize operations and reduce costs.

Invest in employee training and development: Provide comprehensive training
programs to enhance employee skills and knowledge, improving customer service and
operational efficiency.

Embrace technology and digital transformation: Evaluate technology infrastructure,
and invest in automation, digitalization, and data analytics to improve operational
efficiency, decision-making, and customer engagement.

10) Address sustainability and corporate social responsibility: Adopt environmentally

friendly practices, engage in socially responsible initiatives, and demonstrate a
commitment to sustainability to enhance the company's reputation and attract socially

conscious customers.

By implementing these recommendations, ASSI can position itself for sustainable growth,
maximize profitability, and maintain a strong market position within the competitive UK

supermarket industry.

13




5. References

3

Crossan, K. and Lange, T. (2006) 'Business as Usual? Ambitions of Profit Maximization and
the Theory of the Firm', Journal of interdisciplinary economics, 17(3), pp. 313-326 Available
al: https://doi.org/10.1177/02601079X06001700304.

7

Dolnicar, S., Grin, B. and Leisch, F. (2018) Market Segmentation Analysis : understanding
it, doing it, and making it useful Singapore: Springer Nature.
12

Gibbons, R. and Roberts, J. (2012) The handbook of organizational economics Princetan,
NJ: Princeton University Press.
1

Griffiths, A. and Wall, S. (2011) Economics for business and management Harlow, England:
Pearson Education Limited.
1

Keat, P.G., Young, P.K.Y. and Erfle, S.E. (2014) Managerial economics: economic tools for
today's decision makers Harlow, England: Pearson Education Limited.

Marshall, A. (1890). Principles of Economics, Macmillan: London.

Pettinger, T. (2019). Profit Maximisation, Available at: Profit Maximisation - Economics Help,

accessed on: 15 June 2023 @
1 4
Samuelson, W.F., and Marks, S.G. (. G. (2015) Managerial economics Hoboken, NJ: Wiley.

Schlegelmilch, B.B. and Szécs, |. (2020) Rethinking Business Responsibility in a Global
Context Challenges to Corporate Social Responsibility, Sustainability and Ethics. 1st edn.
Cham: Springer International Publishing.

e
Security,Risk Perception and Cost-Benefit Analysis (2009) Paris: OECD Publishing.

Simon, H.A. (1955). “A behavioral model of rational choice”, Quarterly Journal of Economics,
69, 99-118

Sloman, J. and Jones, E. (2020) Essential economics for business. Sixth edition. Harlow,

England: Pearson.
11

goman, J., Guest, J. and Garratt, D. (2018) Economics. 10th edn. Harlow: Pearson.

Topic: Supermarkets in the United Kingdom (UK). (2022) Available
at: https://www.statista.com/topics/1983/supermarkets-in-the-united-kingdom-uk/ (Accessed:
Jun 20, 2023).

14




ASSI

ORIGINALITY REPORT

13, 8. A 11w

SIMILARITY INDEX INTERNET SOURCES PUBLICATIONS STUDENT PAPERS

PRIMARY SOURCES

Submitted to University of Wales, Lampeter 40/
0

Student Paper

.

Submitted to University of Central Lancashire 1
Student Paper 0%

o

Submitted to University of Durham ’I Y
0

Student Paper

e

Submitted to Glasgow Caledonian University 1
Student Paper %

-~

Kenny Crossan, Thomas Lange. "Business as 1 o
Usual? Ambitions of Profit Maximization and ’
the Theory of the Firm", Journal of

Interdisciplinary Economics, 2016

Publication

o

H Submitted to ESCP-EAP 1
Student Paper %
myassigenmenthelp.com
Inte>r/net Sou%ce p 1%
u www.elgaronline.com 1
Internet Source %




Submitted to Washington University of

Science and Technology
Student Paper

T

iili)nrtrgigred to University of Derby <1 o
Iinr:et;cea\trsloeua.!ondonmet.ac.uk <1 o
I\rlw\:(\e/r\rlw\é\t/é?ucr)cghschuIe-rhein-waaI.de <1 o
o angla-acuk <7
e esvnto <Tw
Iqult\é\r/nee;goeupr)cce)sitory.worktribe.com <1 o

Exclude quotes Off Exclude matches

Exclude bibliography Off

Off



