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[bookmark: _Toc45379962]Executive Summary
ASDA is a leading retail supermarket in the UK. The company enjoys a 15.4% market share in UK retail market from an environment that has become competitive (BBC News, 2019). That is why ASDA needs to consider the changing business environment to address the threat coming from discount chains offering relatively lower prices. This requires developing business strategies with the aim of reducing operating costs and finding avenues of gaining an upper position in terms of attracting customers. The focus of the report is to analyse the problem of lower prices and discount chains on the current market situation of ASDA. This calls for an alternative approach the supermarket should adopt to ensure that it remains operational and achieve a new standard to increase profitability. 
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[bookmark: _Toc45379964]Introduction
The current business environment has left a dent in the projections of supermarkets including ASDA. Given that the supermarket industry is becoming volatile, ASDA finds itself in a position that requires revising the business strategy by incorporating attributes from competitors. For a business to gain an edge in the current environment it is paramount that research is done to establish why other entities are performing better. This report details the situation surrounding the operations ASDA considers crucial to its growth. That is why the purpose of the report is to provide an analysis of the current problem faced by ASDA by using analytical tools such as SWOT and PESTLE to gather information. 
For this purpose, document review of content on the internet and company files was put to use in an effort to disseminate the extent of the problem faced by the supermarket chain. Putting to use the qualitative methods allows the focus of the report to expand beyond the current state of the company to dissect issues affecting both internal and external operations. By reviewing what ASDA is facing now can illuminate the concerns of the company through communicating, reviewing, and implementing solutions to help the business address the problem. This is an opportunity to explore and explain a structure approach the CEO can adopt in a bid to change the fortunes of the company. Therefore, the report details the adoptable options and action plan moving away from the current problems. (Maund, Schriek, Tinkler, 2017)

[bookmark: _Toc45379965]Overview of the Organisation
The birth of ASDA begins in Castleford back in 1920 when farmers from Yorkshire developed their milk and dairy product outlets into a small wholesale business. When the company grew to 150 stores in 1960, it operated as Associated Diaries and Farms Stores Ltd. In 1949 following the formation of the association Arthur Stockdale became the managing director, which prompted the merger of the business with Peter and Fred Asquith changing the structure of the shop. It is in 1965 that ASDA is born from the idea of Peter Asquith. ASDA is a leading dealer in providing groceries and general merchandise. Over the years of the supermarket development, it has grown a large product and service profile comprising of mobile phone services, financial services, and health care services in a wide market.

[bookmark: _Toc45379966]The history of ASDA
The 1920s to 1960s led to the collaboration between Yorkshire farmers. ASDA opened its first supermarket known as the Queens in Castleford. The association between Peter and Fred Asquith with Associated Diaries gave birth to ASDA (Asquith + Diaries). 
The 1970s to 1980s, ASDA embarked on a diversification scheme of the business by venturing into selling cars and baked beans.
The 1980s to 1990s, ASDA strikes a partnership with George Davis leading to the launch of George clothing in 1989. 
The 1990s, Archie Norman joins ASDA in 1991 with the idea “Way of Working” a framework to restructure the organisation’s stores ensuring employee involvement. ASDA returned to its core value and saw a return in customers.
In 1999, ASDA is acquired by Walmart, an international brand with a 200 million customer base under the guidance of Sam Walton and his idea of “Saving people money to help them live better.”

The 2000s to 2010, ASDA living is introduced with online grocery shopping under ASDA.COM including financial services and private brands. Andy Bond becomes CEO in 2005 and operations started in Northern Ireland bringing the store mark to 300. ASDA begins its non-food online business with access to 30,000 products. The IPL purchase in 2009 brought in product source for olives, wine, flowers and fresh produce. ASDA eliminated the use of middlemen while opening merchandising centres. 
From 2010 to 2012, Andy Clarke becomes CEO with focus on price and quality leadership. ASDA started ‘low price’ market promise. Completed the purchase of Netto stores growing the store format to 180 and a weekly shopping at a small store with low prices. In 2012, George franchised into a global brand with stores in the Middle East and Channel Islands. Walmart exported the brand to Argentina, Japan, India, Canada and Chile. Acquired GAAT as part of George’s supply leading to easy merchandising. 
From 2013, operates multiple businesses and ASDA is the second online grocer in Britain with over one million users. In-store Wi-Fi to support Click and Collect as a saving scheme. George brand sells on over 551 stores with exports to more than eleven countries. ASDA has over 178,000 employees working in over 573 stores, 9 recycling centres, 29 depots and George house. A weekly shopping population of 19 million people visits the stores.

[bookmark: _Toc45379967]The products and services of ASDA
ASDA has a wide range of services and products in its portfolio. These include financial services, car insurance, travel money bureaux, and credit cards. On top of that the company is one of the leading grocery supermarkets with in-store customer experience to enable efficient shopping. This has helped ASDA expand its services to include fashion through collaboration with George as well as incorporating pharmacy services. (ASDA, 2020)
[bookmark: _Toc45379968]Investigating ASDA
The business environment in ASDA is not different from any other supermarket chain in Britain. From a TV programme about the supermarket, it was identified that the connection between suppliers and ASDA has not been at its best. According to an article by The Guardian, Butler reports that suppliers complained about the deductions on their invoices by ASDA by not following the Grocery Supply Code of Practice. The deal has to cover 10 retailers selling to the supermarket about £1billion in groceries. The entry of low price and high cost of discount chains is proving problematic for ASDA since the company has been focusing on a ‘low price’ scheme to grow its market share. Further, being outnumbered is becoming a problem for ASDA as discount chains are expanding their stores while the traditional supermarkets are closing low performing stores. Lastly, the level of competition is affecting the health of ASDA as a leading discount chain as customers have other alternatives to consider.

[bookmark: _Toc45379969]Description of the problem
ASDA’s primary problem is the low price and high cost of discount chains taking up space enjoyed by the supermarket. The concern with the discount chains is that they have reduced prices on the cost of services and products relative to what ASDA has on its shelves. The issues contributing to the problem include the capacity of discount chains to grow their market share. Part of this problem has been their prospect of providing lower market prices compared to ASDA’s prices. In that regard, the entry into the same space by discount chains has forced ASDA to close its less performing stores, something that has given them an opportunity to grow their market share. Due to the uncertain market environment the market share of ASDA has fallen to 16.9% from 17.3%, an indication that the company is losing ground to the discount chains. (Hall, 2011)
[bookmark: _Toc45379970]SWOT Analysis
[bookmark: _Toc45379971]Strengths
The strength of ASDA is in the company’s huge range of products. The supermarket chain has built a large product and service portfolio for its customers including financial services like ASDA Smart Price, George Clothing, Chosen by You, and ASDA Money and Mobile. These services have been successful to the company because of its extensive distribution with over 25 centres in the UK. With the success of the company, more store formats have been adopted to expand the services of ASDA closer to customers. This explains the expansion idea behind acquisition of other firms to grow the supermarket’s portfolio. 

[bookmark: _Toc45379972]Weaknesses
However, the company is limited by its global presence, which does not reflect the stanch taken by its competitors on the international front. By having a restricted business entry plan, ASDA has proven to be weak in terms of outcompeting local vendors. Part of the rise in the problem comes from the threat of prices similar to what the retailers are offering in the market (Bhasin, 2019). By engaging in restrictive business practices ASDA has positioned itself in a difficult situation because false advertisement empowers discount chains to gain dissatisfied customers; thus, growing their market share.
This means that ASDA has to allocate resources to improve the image of the stores, something that drains it since consistent price cuts from competitors frustrate efforts to outcompete rivals. On that note, ASDA can find it challenging to resolve the problem because other online retailers are sharing the same environment, which is linked to changing government policies. In the end, the ASDA needs to revise its marketing plan to understand how it can compete with discount chains because this is affecting the company’s values.
In 2013, a horse meat scandal took place. DNA tests showed that the Asda’s Chosen By You beef burgers contained horse meat.

[bookmark: _Toc45379973]Opportunities
Expanding into Other Countries.
The company can expand its business operations into other countries like India, China, and many more. This can help the brand to gain more visibility.
Acquisition of smaller company can help Asda to expand its business operations.
Presence in Online Market.
These days more and more customers tend to shop online in the UK. Hence, starting its online market sees a lot of opportunity for Asda’s business.
Long Term Goals.
Asda has a strong long-term goal that mainly targets 100% recyclable package, 100% sustainably sourced fish, operational waste recycled for anaerobic digestion, and reduction in food wastage. This sees a lot of opportunity for business growth. (Bhasin, 2019)

[bookmark: _Toc45379974]Threats 
Price war with other existing retailers is a big threat to the company.
The policies of the government resulting from Brexit keep changing, and this is, in fact, a huge threat to the business.
A consistent price cut by their competitors would impact the Asda’s business.
The existence of many online independent retailers is also a threat to the Asda business.
	Strengths
	Weaknesses

	Huge range of products
Extensive distribution
To you parcel services
Excellent marketing campaigns
Good connect
Acquisitions
Various store formats
Various brands and services
Sustainability 
	Limited global presence
Restricted business entry
False advertising
Critics
Horse meat scandal

	Opportunities
	Threats

	Expansion into new domains
Expanding into other countries
Acquiring smaller company
Presence in online market
Long term goals
	Price war with other retailer
Government changing policies
Consistent price cut from their competitor
Other online retailers
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The impact of national and international regulations on the business operations of the supermarket industry presents aspects that should be taken into account for the success of ASDA. Companies need to consider the repercussions of failing to acknowledge the laws under which a business should operate. For ASDA as an international business realizing laws from the EU and employment legislation it is crucial to build a good business portfolio. From an economic perspective, ASDA is complying with the minimum pay level in regard to the demands of international working organisations. The focus on healthy lifestyle is growing the presence of ASDA in both domestic and international markets because discount chains are taking the same approach.
On the issue of addressing low prices and discount chains, the taxation regulations and employment legislation are a hindrance because they contribute to the operational costs. By focusing on approaches to improve the working environment, the company finds itself in a situation where investments are channelled to address other problems like: green economy, pollution, carbon footprint, hazardous waste, organic foods are important for ASDA. (Sodry, 2020). 

[bookmark: _Toc45379977]Technological
In terms of technology, ASDA developing mobile apps and broadband services is crucial to the growth, but competition increases as other players also take the same innovations (Proctor, 2009). 
New technologies create new products and new processes. Online shopping and computer aided design are all improvements to the way that Asda do its business. The company has a core competence involving its use of information technology to support its operations. For example, it can see how individual products are performing store-by-store at a glance. IT also supports its efficient procurement.
Technological factors that have perhaps had the most impact on Asda have been the Internet. More and more people are using the Internet and a company like Asda have seen a very significant growth in its online shopping and provision of service through its website www.asda.com.
Technology can reduce costs, improve quality and lead to innovation. These developments can benefit consumers as well as the organisations providing the products. Technology has been used to support and realise Asda’s primary focus of saving money and keeping costs low. (UKEssays, 2016)

[bookmark: _Toc44107256][bookmark: _Toc45379978]Conclusion
The competitive situation facing ASDA comes with opportunities it can use to attain a large market share. Due to the low prices and discount chains in the business environment, the level of competition has given discount chains an opportunity to invest in favourable tactics. For an entity like ASDA, expansion has been crucial to its success, but at the same time it has entered areas where discount chains gain an edge by lowering their prices. This sets the company back because it has to face off with online retailers, which reduces the customer share in the grocery business. The price changes by other retailers is a problem that affects the financial returns of the supermarket. It is from this threat that impedes the success of the business since it is bound to increase operational costs. From an economic standpoint the cost of ensuring that employees are well compensated presents a challenge since this means that the company has to run a large salary budget. Moreover, the international legislations and taxation reforms mean that the cost of moving business abroad is a costly venture setting the supermarket back. Therefore, finding a solution to reduce the costs of operating business for ASDA is appropriate to fend off competition from discount chains with lower prices. 

[bookmark: _Toc45379979]Options
Develop an internal produce centre to limit the dependence of the supermarket on external suppliers. By taking this approach ASDA will be in a position to shift the extra money to other ventures and in the process increase it profit margin.
It is an opportunity ASDA should take in light of addressing a decline in profits because a reduction its costs to suppliers can be retrenched to support other fields in the company.
ASDA has room to improve its returns by becoming a leading supplier for its supermarkets. 
ASDA needs to take a niche market approach to identify profitable areas. By venturing into many locations, the supermarket chain faces the prospect of incurring costs due to the difference in standards.
Price policy for a company is important but it must correspond with the choice of location. This is true for a company with a low price scheme being threatened by discount chains using the same approach. The use of optimum strategies to help address differences in the needs of customers to ensure efficiency. Therefore, the supermarket should focus on areas with customers having household incomes to afford different grocery ranges.
Supermarkets’  buyer  power  and  retailer  power  are  now  mutually  reinforcing.  As  their  retail  market share increases, they are able to secure ever better deals from their suppliers. And, as buying pricesfall,  retail  prices  fall  too,  giving  them  yet  more market  share.(Nicholson, Young, 2012)

[bookmark: _Toc45379980]Action Plan
[bookmark: _Toc45379981]Communication 
The first priority of the supermarket should be finding a common desire among customers by conducting a market study to establish the shopping needs of its clients. (Entrepreneur, 2020)
The goal of undertaking this plan is to develop product packages that meet the expectations of customers. With the help of emails, the shareholders will be informed about the plan the supermarket expects to take. Going forward, the company can test three product packages to cover different locations to establish the preferences of customers. Lastly, the plan looks at developing an internal supply system to meet the produce needs of the supermarket.
[bookmark: _Toc45379982]Monitoring 
The action plan will be monitored through process tracing. By understanding how the options suggested are relating with the action plan by estimating the level of outcomes that should have been achieved in a specific time. Through process tracing ASDA can have evaluation reports from different stores detailing their progress and challenges in addressing the problem at hand.
[bookmark: _Toc45379983]Reviewing 
The options will be reviewed by grading the progress reports from the stores and determining the expected outcomes. This will be crucial for the company leaders to identify areas where the supermarket is working and niches that should be developed to ensure success of the plan. An increase in customer presence is one indicator that a revision of prices and discounts will be a success.
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