Page | 1



 




Table of Contents


Re-observation of the meeting	2
Introduction	2
Specifications of the approach	3
Theory of Profit Maximization	3
Managerial Theory	4
Market structure	5
Business environment	6
Conclusion	7
Recommendation	7
Bibliography	9











ASPECTS FOR IMPROVING ALL SUPPLIES INCORPORATED (ASI)
(report)

TO: ASI Management
FROM: Business Planning Manager, Larisa M. Vasile
DATE: 13rd July, 2022
SUBJECT : Profit Maximization


[bookmark: _Toc107655286][bookmark: _Toc120215589]Re-observation of the meeting
[bookmark: _Toc120215590]ASI is a leading consumer goods retailer operating in the UK since 1910, currently controls 43% market share and has a huge UK store network, also ASI has links with manufacturers who produce some products exclusively for ASI (these products are branded under the ASI name and brand). The firm has faced pressure for growth and profitability over the past five years, and majority shareholder Allan Scheepers, who owns 37% of ASI's shares (through third-generation inheritance), has expressed his displeasure at falling profits. Because there was pressure on the ASI company, which left its mark on stopping its growth and profitability for a period of five years. The performance obtained by the company in the period ending on May 31, 2022 was taken into account, this performance attracted dissatisfaction on the main shareholder of the company who wants to maintain the 4th place or to obtain a better place in the retail field and in order to maintain or obtain the results desired by superiors, a reevaluation of the company and its actions is necessary. In particular, the recommendation for the future is important so that in the end the result is the one desired by the company.
Introduction
Several objectives will be highlighted in this report. The objectives that will be listed will finally bring an answer if profit maximization is a mandatory goal for a company. As a summary of the definition, profit maximization is the result of the event in which marginal revenues are equal to marginal costs (that is, profit is obtained for the company), thus generally considering that profit maximization is the initial objective of any company. It is understandable that the start of a business/company aims at financial benefits of the owners of the business/company. Therefore, this being the reason for creating a business, this must also be the goal of the business, but all will be found in a concrete analysis in this report. (Charles , 1969)
[bookmark: _Toc120215591]Specifications of the approach
Evaluation followed by analysis is indispensable for management considerations. At the end, recommendations will be offered to achieve the goal of the business/company. It must be considered what advantages exist in the company, that is, the fact that there is a large retail network right in Great Britain where you can find large parking lots, restaurants and even courtyards where you can buy gasoline. Also, ASI has partnerships with manufacturers that offer the company its own range of products titled with the company name "ASI". The comments of the main shareholder at the recent meeting lead the managers responsible to continue looking for solutions to maximize profit, taking into account the above.
[bookmark: _Toc107655288][bookmark: _Toc120215592]Theory of Profit Maximization
Every company should work to make a profit, this principle is called "profit maximization theory". This process can be long-term or short-term, helping any company to determine prices, entry levels and exit levels (these lead to results such as company profit). (Sloman & Jones, 2020)
This determination of the best price and the level of production for maximization has several approaches. The approaches are different because an example would be the profit which is equal to the income minus the production costs (PROFIT = REVENUE - COST), so this process focuses on the gap. Another example of this approach is that the marginal cost is subtracted from the marginal revenue, the maximum concentration being on the total profit, the maximum point appears when the marginal revenue is equal to the marginal cost. As understood from the definition, profit maximization is the basic goal of any business. It should be remembered that this maximization is a process of increasing the earnings of a company/business. For this purpose, there may be implications such as: loans, investments, dividends, replacement of shareholders, etc. Therefore, each recommendation that follows is normally a strategy idea that must be verified, like any other decision of a business/company that must be evaluated in terms of profit. Finally, if the recommendation is a profitable future choice, it should be advanced to the implementation process. (eFinance Management, 2022)
There are costs in two forms. First, fixed costs, which are those that can appear only in the short term, do not require a certain level of production, that is, production can be zero. As an example, we can take into account everything related to the general maintenance of the business, i.e., equipment, the rent of shops and headquarters, etc. Second, variable costs, which are costs that always fluctuate at the same time as production. That is, the costs will increase if there are more products to be sold because the products require materials. Therefore, in addition to the costs for the necessary materials, the payment of employees who will double the work or for future staff hires (either short-term or long-term) must also be taken into account so that the products are finally at the number required by the business/company. There is also a third cost which is only the result of the sums of fixed and variable expenses.
[bookmark: _Toc107655289][bookmark: _Toc120215593]Regardless of whether services or products are sold (in the case of ASI, both are found), in the end there is an amount of money that the company receives, and it is called income. Whether the marginal cost or revenue is calculated, both change (in the form of cost or revenue) with each new unit that is produced (calculating everything in relation to the amount of production of a service or product). Therefore, profit maximization is what is recommended to have control over decisions in a business/company. These decisions must bring profit, and profits define the possibility of the existence of a business/company. This chain is important to exist. 
Managerial Theory
It is a collection of ideas. These ideas are like a recommendation of general rules that help to manage an organization / company / business. In principle, it is an approach to the way in which supervisors implement various strategies with the ultimate goal of achieving the objectives of the organization / company / business. It also positively affects the way employees are motivated. These theories will be very helpful for ASI, helping each active member to focus, communicate and evolve with the company. They must be implemented correctly to streamline the company's top priorities. (CFI Team, 2022)
Factors contributing to maximization
The situation is logical considering the elements specified above, for profit it is necessary to increase sales. Sources of funds are important; money must be distributed following a well-assessed plan to maximize value. Regarding the plan, it must also exist for the assessment of risks of any type.

Supply and demand
A title just about this because these two are the foundations of any activity (producer or employee or customer). Supply and demand are closely related to each other, even more, there can be no supply without demand. These refer to the amount of product (or even service) that any producer wants to sell (diversity of prices) and the amount that any customer wants to buy. Thus, there is also an interesting way of establishing or restoring the prices of some products or services (depending on demand and supply). The quantity supplied by producers is equal to the quantity sought by consumers (obviously in equilibrium established following a plan). The price of a product or service can increase excessively if the demand is high. (Irena Asmundson, 2022)
[bookmark: _Toc107655292][bookmark: _Toc120215594]Market structure
This is how different industries are classified and differentiated (they are made according to their degree and nature in relation to competition for services and goods). As elements would be the number of sellers, existing barriers to entry and exit, the nature of each product, prices, sales costs. The structure of the market is very important because it affects the market results through its impact (impact on the motivations, opportunities and decisions of the individuals participating in the market). This is an important aspect in that the structure of a market can affect its results through the impact on the motivations, opportunities and decisions of the participating individuals. It is important to know its grouping of 4 categories, namely: monopolistic competition (many producers), oligopoly competition (few producers), perfect competition (many producers) and monopoly (single producer). (Alan, 2000) (CFI Team, 2022) (Irena Asmundson, 2022)
ASI has a large market share, and the competitor's choices can affect the company's appetite or position on the market. Thus, it is understood that ASI is in perfect competition, that is, it falls into the oligopoly category.
Any business and any market naturally tend to become an oligopoly. Oligopoly, compared to other market structures, has certain characteristics such as:
	a) Degree of concentration

	In these industries, a few large companies provide the majority of sales. It is worth noting that the number of companies present in these markets varies.

	

	b) Market entries and exits are difficult.

	In oligopolistic industries, new competitors, in order to enter and specially to last for a long period of time, must simultaneously meet a series of financial, economic, and technical conditions.

	

	c) Interdependence between companies.

	Each company must take into account how other competing companies will react, anticipate certain decisions of rivals and evaluate their impact.


[bookmark: _Toc107655290][bookmark: _Toc120215595]Business environment
It is about the sum of all internal & external factors. For example: customers, employees, demand and supply, owners, suppliers, social trends, etc. There are 3 business environments: micro, macro and market. The control of these environments is quite limited, or some even non-existent. These environments can affect the ASI business differently (ie there are multiple factors: technological, demographic, economic, social, global, political, ethical). Hence the importance of using management tools (SWOT, PESTLE, etc.). (Tom & David, 2005) (IGI Global, 2022)
The purpose of this "business environment" is to provide a chance to make a profit. ASI must use this form of identifying opportunities and threats to easily take advantage for profit (because a company like ASI is aware that the actions and strategies of competitors are important, and they should be quicker than any other company). 
The most commonly used and recommended question is "How?". Well, a variety of actions are suggested: collecting the necessary information (this is clearly the first step in making the business environment analysis process possible, referring to the observation of certain factors that predominate in a certain area), scanning & searching (this information technique is another important piece in this analysis of the business environment, this helps to establish and recognize existing conditions, practically scans the information collected and continues to search for relevant information), spying (it is a method of to obtain information through espionage when it cannot be obtained in a traditional method, it is very often used when competitive information is needed), forecast conditions (by scanning you can get an image of the past and present, but obviously to make strategic decisions for the future, this forecast is more of an assumption obtained after a serious study and is useful for observing the way in which the desired business will take shape), the observation of the environment (that is, you can analyze only by observing), the evaluation (it aims to determine the implications for future strategies). (IIMM, 2019)
By these methods ASI should consider any action. Every detail must be observed and evaluated (in case of the requirements from the last meeting, it is necessary to observe the existing and non-existent customers in order to know what changes to make for the company's profit without the risk of losing the customers, also regarding the employers how the company's needs turn out with a considerable lack of employees).
[bookmark: _Toc107655294][bookmark: _Toc120215596]Conclusion
In conclusion, by adding all these aspects to any company, all goals can be achieved. The way to use these managerial tools is that they can't work without each other, they have to be used together (and they have a logical connection that unwittingly leads to each other anyway).
[bookmark: _Toc107655295][bookmark: _Toc120215597]Recommendation
ASI can focus on two aspects: products and advertising. Promotion of a product line (preferably the ASI range) as a tactic to attract the customer. Because if at the store next to ASI a loaf of bread from their range costs 1.50 pounds, and at ASI it costs 1.30 pounds, a profit is created for the bread from the ASI store, because any amount (small or not) is important for customers (with average or above average income). But the customer who does not frequent the ASI store cannot be aware that price differences are beneficial for them as a customer. Therefore, a way to advertise is a successful option.
The recommended variant for products involves the following: charging high prices for goods and services and then the mandatory application of reductions in production costs. In many other products the packaging can be modified, bringing a discount of a maximum of 0.10 pounds per product for the company, although there is this decrease, the initial price will not be kept but you will be given exactly the same low amount as an addition to the product for the customers (ie if the product is 2.00 pounds and dropped to 1.90 pounds by the packaging method we raise to 2.10 pounds or keep the price of 2.00 pounds the product). Thus (with this amount) ensuring that we will keep the same buyers loyal to our products without decreasing the quantity they generally buy and without looking for other purchase options.
If the product to which the change is desired does not belong to the ASI company, changes can be made in collaboration for a small percentage reduction of the transport charges.
Very important from those specified above and to be considered would be the maximization of the profit from the inputs (increasing the maximization until the marginal income product of the input will be equal to the marginal costs it has). The product of marginal income is in fact a change in total income, this should be per unit change of variable input (input as labor). Two ideas are suggested for this:
	The reduction in the workforce but does not have to be very big. To consider eliminating a maximum of 2 employees from each position, so the rest do not actively cover (tirelessly) the lack of several teammates. Also, the reduction of the number of hours for 6 employees from each position (contractual offer of part-time job). Redistribution of tasks can also be considered, so we can eliminate 1 or more existing positions. 

	Also, about the price. So you have to increase the prices of products by "0.99" (for example, all products currently have a fixed price, but not to bring intrigue among buyers and to keep fixed in their minds the main figures with which they were usually using the "0.99” pounds" add-on tactic) E.g. the number 4 is impactful, so not really bothering the difference that "the chocolate yogurt offered by ASI was always 4.00 pounds" and now it's 4.99 pounds, but probably will be if they will see 5.00 pounds because number 4 is not the first they see as usual.



Thus, maximization can be achieved through correct methods such as advertising products and selling products or services at prices for which any type of customer would pay (any social category), and the result being clearly positive for the company/business.
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