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Problem-Solving and Decision Making
Introduction
The retail sector has faced several challenges over the last few years, with most companies attributing their failure to the accelerated pace at which these recessions began before the covid-19 pandemic (Inman, 2021). While retailers are compelled to raise prices owing to increases in labour, energy, commodities, and transportation costs, they are going to great lengths to maintain affordable prices. However, if prices are raised at a time when consumers are already feeling the pinch from growing living expenses, it might lead to an even steeper decline in sales. T.M. Lewin, one of the most notable instances of a firm that has been badly affected, went bankrupt and was bought by the US Company Torque Brands earlier this year (Butler, 2022). The firm experienced a drop in sales of formal shirts as more individuals started working from home and had fewer formal events to attend. Problems in the supply chain, rising prices, and the current cost of living crunch are all harming consumer spending, and unless measures are taken, the situation is only expected to worsen. Consequently, this report will conduct a PESTLE analysis of the macro-environmental factors contributing to T.M. Lewin’s profitability decline, discuss the problem's nature and impact on employees and the organisation, and use a Fishbone Diagram to carry out a cause-and-effect analysis of the problem. Finally, this report will examine the many proposed solutions and choose the most appropriate one.


The Nature and Impact of the Profitability Decline on Employees and Organisation
The nature of the problem
The declining profitability is the major problem affecting the T.M. Lewin Company as a result of the emergence of covid-19. The restrictions such as limited operation time, lockdowns and limited public meetings caused most companies to experience limited existence or even closure. For instance, when more and more people chose to work from home and formal events were scaled down, formal shirt sales dropped at the T.M. Lewin company (Butler, 2022). As a result, the company faced higher costs such as transport, energy, commodity prices and wages. Supply chain worries, inflation, and the current cost-of-living constraint affect consumer purchasing and, in turn, the company's bottom line. These issues have forced the company to enter an insolvency process and were bought by US-owned Torque Brands. These challenges have caused several impacts on the company's Employees and the organisation itself.
Impact of the Problem on Employees
· Pay cuts
The decline in profitability may for the company to cut employees' wages to manage the costs incurred. Cleeland (2020) reports that in response to the coronavirus pandemic, several companies opted for wage cutbacks rather than layoffs. They took these measures to maintain their labour forces throughout the coming economic upturn. This might be one of the actions taken by T. M. Lewin Company due to stressing the employees. Employees may feel devalued if their wages are cut. Employees feel resentful when their compensation is cut, yet they are expected to maintain the same output level.
· Unemployment and Layoffs
As profits drops, companies may have to cut down on operations by, among other things, laying off employees and abandoning underutilised buildings and factories. In the case of T M Lewin Company, some of the employees may be laid off so that the company to cut costs. Layoffs were undertaken as an organisational strategy during COVID-19, reducing a company's flexibility in terms of its human resources strategy since it took longer to operate with a reduced staff. Gallant et al. (2020) found that the covid-19 period by 2020 had recorded a higher rise in temporary unemployment or layoffs than the previous years. This shows that most employees in companies like T M Lewin faced and are still facing unemployment and layoffs.
· Stress
As a result of unemployment, pay cuts or layoff, the employees may face stress and anxiety, which might develop into depression and other psychology-related disorders (Kniffin et al., 2021). In the case of T. M. Lewin, the company's employees may face stress due to unemployment and layoffs, which might result in a higher cost of living for the employees. Because T. M. Lewin is facing pressure from inflation and the increase in the costs such as transport and energy, it may decide to cut costs such as wages, thus directly stressing the employees (Butler, 2022).



Impact of the Problem on the Organisation
· A decline in financial performance
Customers may respond to the rising cost of living by buying less from the firm, which might hurt the company's bottom line if profits decline. Customers are cutting down on their spending due to tighter financial conditions. The ability to match client's needs with the capabilities of a company's products and services is another critical function of sales. With its slow sales growth, T.M. Lewin is in danger of quitting the business. After seeing a decline in sales, T.M. Lewin finds itself in a difficult financial situation and may foresee slipping into arrears soon (Butler, 2022).
· Rising operational costs and prices
The decline in profitability has resulted in the rise in operational costs such as transport, energy, commodity prices and wages at T. M. Lewin. Since the decline in input costs has been less than the growth in sales, the company's production costs have risen. Ultimately, this contributed to a slight price increase, which offset the falling demand's impact. Company pricing decisions are heavily influenced by manufacturing costs, which also provide insight into the effects of inflation on the economy as a whole (De Lyon & Dhingra, 2021). Covid-19 has increased the degree of wage and productivity data fluctuation. This makes it difficult to interpret the findings of specific unit cost measurements, such as unit labour expenses.
· Supply chain issues and rise in inflation
Supply chain shortfalls were the T. M. Lewin company's primary concerns, resulting in inflation’s surge. The disruption of the company's supply chain led to an imbalance between supply and demand and, ultimately, price increases. There is a greater demand for many of the same goods produced by the company in the present period compared to the past; hence prices are higher as a result. T.M. Lewin needs help gauging demand, sourcing necessary production components, and locating enough workers to satisfy production goals (Butler, 2022). There was a shortage of truck drivers to transport goods long distances, and several ports were experiencing shipping traffic backlogs. This compounded already existing problems in the transportation industry.
· Insolvency
This usually leads to a corporation declaring bankruptcy because it cannot pay back its debts to creditors on time. The decline in profitability at the T M Lewin company led the company to enter an insolvency process, thus being bought by US-owned Torque Brands (Butler, 2022). The insolvency might be due to risks such as widespread distress, increased leveraging, and the negative effect of debt overhang on investment.







PESTLE Analysis of the Factors Contributing to the Profitability Decline at the T M Lewin
Political factors:
The T M Lewin company was affected by government policies and restrictions such as lockdowns and reduced operation time (Butler, 2022). Several governments instituted lockdowns, curfews, and other restrictions on public gatherings to decrease the spread of the virus, and the number of persons hospitalised as a consequence had far-reaching effects on the economy, making it difficult for companies to thrive and people to maintain their level of life. These strict measures limited T M Lewin's operations, thus incurring costs. The company also needed more government support in terms of subsidies or loans during the covid-19 period; however, it was paying taxes and other costs; thus, this contributed to losses in the company.
Economic factors:
T M Lewin could not pay debts due to the increased costs such as transport, labour and energy. The accrued costs were a result of reduced sales. The company experienced reduced sales due to reduced demand since most consumers were under restrictions such as lockdowns and curfews. There was also a ban on public meetings, which affected the market size of T M Lewin since the company depended on clients who love official attires (Butler, 2022). Other economic factors were supply chain issues and a decline in consumer demand. The supply chain issues resulted from the company's incapability to invest in modern supply chain management methods. These economic issues resulted in insolvency.
Social factors:
The decline in profitability results from restrictions on public social gatherings to control the spread of covid-19. T M Lewin’s target market was clients who love official clothing; however, most were under lockdown since most public events had been restricted (Butler, 2022). Another social factor that affected the company was the change in consumers’ perception that they were to work from home; thus, there was no need to purchase official or office clothes. The high cost of living due to employee layoffs which resulted in a high cost of living also led to reduced sales at the company.
Technological factors:
T M Lewin was unprepared for the covid-19 pandemic; thus, it needed to invest more in digital strategies such as digital marketing and online selling. Most companies during the covid-19 period utilised their digital strategies to market their products, reach their customers, and deliver their products, thus increasing their sales, a strategy that T M Lewin still needed to implement.
Legal factors:
Legal factors such as health and safety could also affect the decline in profits. Due to the need to prevent people from being infected by covid-19, most governments implemented rules and regulations to govern the control measures. Such rules and regulations included staying at home if affected by covid-19, mandatory tests and vaccinations. Failure to adhere to these rules and regulations could lead to legal implications, which instilled fear in consumers.

Cause-And-Effect Analysis (Fishbone Diagram) of the Problem
Figure 1 below summarises the factors that caused the profitability decline at the T M Lewin company.
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Figure 1: Fishbone Diagram
Alternative Solutions and their Implementation Plan
To solve the profitability decline problem facing T M Lewin, the company should adopt the following approaches:
Restructuring management: As part of this, the company's management structure should be adjusted to emphasise other business areas and reallocate resources from less crucial ones. Because of these adjustments, the company will have much easier access to cutting-edge management techniques (Dziura, Jaki and Rojek, 2020). The company's financial structure may change by selling off assets and refinancing debt at more favourable interest rates. This will help solve the management issues that might be vulnerable to the company.
Improve supply chain management: The Company can improve its supply chain by engaging the IT department, increasing its visibility, implementing a good project plan and training the procurement team. According to Koberg & Longoni (2019) such strategies will lead to a sustainable supply chain management.
Invest in technology: The Company should consider incorporating IT in its departments and processes. The technology should mostly be incorporated into the supply chain management, marketing, and sales departments. The adoption of the new technologies will facilitate the implementation of appropriate digital marketing strategies through the use of digital platforms.
Request for financial support:  All the proposed changes and approaches require finance; thus, the company needs a considerable sum of money to clear debts and costs and steer the projects. Therefore, the company is advised to look for extra finance through loans, grants and sponsorship, among other financial sources.






Conclusion
Generally, this report researched the nature of the profitability decline problem facing the T M Lewin company. The report found that the decline in profitability at T M Lewin impacted the employees and the organisation in various ways, including; causing Pay cuts, unemployment, layoffs, stress, a decline in financial performance, a rise in operational costs, supply chain issues, inflation and insolvency. The PESTLE model helped analyse the causes of the profitability decline in the company. The report also employed a Fishbone Diagram to analyse the cause-and-effect of the decline in profitability in the company. Lastly, to solve the problem, the report recommends approaches such as restructuring management, requesting financial support, investing in technology and improving supply chain management.
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