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Purpose

 
This report was written to give a more comprehensive display of the current realities of the fast paced development of the trading environment and how the United Kingdom’s traditional supermarket chains faces the changes.  

Introduction

  The ASDA brand it is one of the best examples to demonstrate the difficult situation in which there are several big UK traditional businesses.
The way it does that, is that it is one of the most beloved English brands with a long history and generally good reputation, being defined in customer perception as being a store with very good prices, diversity and innovation. (Channel 5, 2020)
With its ups and downs they were always capable to give their customers a nice shopping experience respecting the principles that defined them on the market.

Findings

Since being in majority owned by the American giant Walmart, ASDA has left their innovative side behind because of the short-term earnings and the sense of security the mammoth company provided. Using analysing tools, we can see clearly that the company didn’t keep one of their strengths, innovation,  in concordance with their  business expanding opportunities.

Contents

What changed in the last 10 years in trading environment, and why Asda started to lose the territory against brands like Aldi and Lidl.
To answer these questions, the most efficient way of looking at this is to use problem solving methods.
  First steps for a good understanding of the situation is to define and describe the problem at ASDA.(Morgan, 2017)
To achieve that, it will be vital to identify the nature, impact, scope of the problems of ASDA
Nature
After a careful documentation it is clear that they have financial difficulties reflected by :
· The measures taken by the company in the idea of reducing the costs in the last years.(bbc.com,2020)
· The loss of the reputation of being that store with the best prices on the market in 2019, Sainsbury’s won this title. (Simmonds, 2020)
· The desperate fail try to merge with Sainsbury's, other big giant in financial trouble. (Kingham, 2020)
Scope

It is described by the general state of uncertainty in which there are some big traditional supermarkets because of their slow adaptation to the continuous trading market development.
In this situation the answer about the adaptation to the trading roles it is in the company past when the management succeed to exploit the opportunities arising from the development of the trading environment.
It is known as the first supermarket that has exploited opportunities such as the development of oil sales strategy based on the speculation of the increase of customers with cars.( Channel 5, 2020)
Today, the company is owned by Walmart is no longer successful in order to benefit from market opportunities in that original and innovative way, as they managed to do in the past.
This is also due to the fierce competition created by Aldi and Lidl which affects all the traditional supermarkets profitability in the last 5 years. It is worth noting how long Aldi and Lidl have grown in recent years analysing statistics in the field. (Wunsch, 2020)

Impact

Continuing the state of uncertainty without real solutions could have serious consequences in the financial environment and that will inevitably have social implications.
  After analysing the financial implications, we can talk about several aspects such as lowering contributions to the national and community budget because of lowering profit registered.
This is the situation in which Ford and Chrysler were in the United States after the 2008 financial crisis and they offered less money to the US budget during the financial trouble. (Statista, 2020)
· Total loss of contributions collected from the company if they decide to close units. That is the worst possible scenario where the company disappears from the market.
This has happened in the past with big brands like Blockbuster, Dell, Motorola and Kodak because they fail to keep up with the changes and fail to achieve profitability necessary for survival. (Rao, 2014)
The social consequences are directly related to the financial ones and act as consequences of the financial environment.
Just like the financial ones in the easy situation they are manifested by decreasing the employees' contributions to the pension and health systems plus limiting their purchasing power.
In the situation of closing units, we know that we will not have only individuals affected because most of them have families and the impact will be bigger.
Trade unions can play a very important role both in trying to save the company and after the company was closed.
They can save them because they can help in the formation of Employee Ownership and but also if the company collapse, they can facilitate the transition to the work place of the employees. (Carroll, 1984)

Identifying the three characteristics of the problem it is important to use some of the information found so far in a Swot analysis.

Swot analysis is more an analytical tool which can offer the advantage by:
· Easy to recognise and classify aspects
· Facilitates the overall image 
· Creating links between internal or external factors and positive or negative factors
This can be done by analysing by dividing into the four components: Strengths, Weaknesses, Opportunities and Threats.
Studying how the companies can influence over them, those can be classified in internal (SW)or external (OP). (Sarsby, 2020)
Strengths
· Owns a large network of supermarkets and stakeholders 
In the last measurement on January 2019, ASDA detain a number of total 631 stores in UK. (Statista,2019) Tab1.
· Represent a respected and beloved brand in the UK.
The marque is alive in the perception of customers especially by promoting low prices in the past and the best example would be the revolutionary TV campaign for that time, ‘’Asda Price" manifested with the touch of the pocket. (Channel 5, 2020)

· Is a company that has developed and diversified its business.
Very easy can be demonstrated because they are holding gas stations and by selling pharmaceutical products 
· It is well anchored and financial insured in the market.  
This it is reinforced because is part of the giant supermarket chain Walmart Inc which is among the largest store owner with almost 11,600 branches (Editorial, 2020)


Weaknesses

· The worst weakness comes from low customer satisfaction.
This is reflected by the ‘’Bad’’ rating obtained from one of the most recognised hosts for customer service reviews. (trustpilot.com, 2020)Tab2
·  Unhappy relation between the company and their external stakeholders
This is because of the complaints from suppliers regarding the fact that some Asda branches do not respect the jurisdiction regulated by the Grocery Supply Code of Practice. (Butler, 2020)

· The financial uncertainties.
Without financial investments in the development of the company the chances for future progress are diminished and without an attractive reward system it is hard to maintain qualified employees which can increase the business productivity.
-Bad management and the notoriety degradation
The loss of company reputation in the market as being revolutionary and always in trend with the changes is due to the general management because they failed to keep the company close to the traditional attributes that have built success in the past.

Opportunities 

·  Exploitation of the benefits offered by the technology development
This can be done by growing the online sales system efficiently, with investments in the development of mobile applications and websites sales.
Taking these measures will help to become more competitive in the newly developed markets such as the sale of books in electronic format.
A successful example would be Kindle books from Amazon followed by more others like Apple or Google. (Financial Times, 2020) 
The best example will be the development of technology in future transport by investing in a new revolutionary drone delivery system as Amazon already does. (Amazon.com, 2020)
· Changing customer preferences
Related to market changes customers have increased the level of expectation and they have diversified their options of purchase.
For these the company must be speculative and be prepared for the opportunities arising from the frequent changes in clients' preferences.
·   Favourable government policies
Many companies can benefit from tax breaks granted by the government especially in crisis situations.
This can be demonstrated by the intervention of the USA Government in lowering the taxes for the companies in recession made in 2009. (Government, 2011)


Threats 

· Increasing competition
The rise of competitors Aldi and Lidl is already known from the scope of the problem description and the most worrying is that according to the statistics of the last 5 years without counter measures in the near future ASDA will have a diminished influence on the market. (Wunsch, 2020)
· The influence of technology
Neglecting investments in the development of technology opportunities will lead to a danger in terms of survival in the future realities of the trading market. The gravity was observed in the discussion about the impact and it is known what happened with like Blockbuster, Dell, Motorola and Kodak. (Rao, 2014)
This can also be observed now, in the evolution of companies in the tech area in the last 5 years and we can demonstrate by the advantage taken by Google compared with Yahoo or Microsoft.
Google management also had the right strategy by developing the Android system they exploited the best sales explosion on smart phones and has created a great advantage over other companies. 
·  Changing customer preferences
Changing customer preferences can be a threat as well as an opportunity, the difference will be made in how the company knows how to adapt to the client's needs.
·   Bad government policies
Asda is known to have won and lost lawsuits with state institutions over the years.
Such a victory would be the fight sale of pharmaceuticals prices products and the last defeat represented by the fail emerge with Sainsburys.
Unfortunately, there can be unforeseen situations conditioned by the world health situation as such as pandemics.
 
 After doing a SWOT analysis, we can confidently say ASDA should always keep their strengths connected with their arising opportunities, such as their competitive prices, and a fondness for innovation. In the past, ASDA has led the way towards innovation through implementing foreign company policies and strategies, while also keeping a low  price profile, which made the company synonym with good value for money.
To analyse the company from a macro point of view, it needs a PASTEL analysis which is useful because it helps us identify problems out of a company’s control but which should always be considered.
Political

· Brexit: with the United Kingdom’s exit from the European Union, new legislation and trade agreements will be set in place, which will definitely slow down companies relying on those already set in place policies. It can affect production prices, and make customers lose their trust in the brand that put so much emphasis on their low prices. But Brexit could also be a positive change for British companies as the United Kingdom is free to change national legislation to favour of British companies against other companies such as Lidl, which took advantage of the European trading freedom to establish a competitive chain of stores in another country. 



 Economic
·  As in the Brexit example, this can lead to two scenarios, of which ASDA has to be careful speculating about. It can either go in favour of the United Kingdom, which could see an economical boost thus the British Pound could see an increase in value, giving the population more buying power along with a psychological illusion that the prices have gone down. However, it could also have a devastating impact on the British economy which relied heavily on the low to no taxes benefits from the European Union, and it could have the exact opposite results, as the losses have already started to pile up, The Great Britain suffering losses of more than £170 Billion. (O'Brien, 2020)Tab3.
The prices of rent for retailers have gone up a significant amount in the past years, and brands all across, impacting those who have the most locations.
 Social
·  With a new generation of buyers, one always on the run and pursuing easily accessible products such as Amazon’s next day deliveries of a much higher variety of products. An influx of immigrants also played a part. They didn’t share the brand loyalties established of British people, and were already used to international brands like Aldi or Lidl.
ASDA also lost some of the trust people hand in the low price branding the company used to rise to the top.
Technological
· One of Amazon’s biggest success factors is its online platform and reliance on automation and technological advancements such as delivery drones, cashier-less stores and almost fully automated warehouses. It is important for ASDA to keep up with the rolling technological times and adapt on the run, otherwise companies that have already had a start in the more advanced technological era will dominate the markets.   
                      Legal
·  ASDA has had numerous legal battles against state regulations such as their lawsuit to earn the right to sell books and pharmaceutical products at a lower price, but got its desperate attempt to merge with Sainsbury’s shut down.  Such a merger would have been very helpful for both companies as they own the most number of retail stores, and rent alone is a big financial hit.
An increase in government taxes as a result of political decisions is also something that can impact ASDA in the future.
                             Environmental
· The new global crisis is the environmental one. Global warming can affect crops and produce production, and some companies need to establish new contracts from different suppliers. This can diminish the advantage of bulk buying, thus driving the prices up, which can make the customer feel like ASDA has raised the prices. 
Another factor in this is the new generation of environmentalists who tend to form loyalties towards brands with a lower carbon foot print and those who try to minimise their impact on the environment, such as measures against plastic pollution and those who use recycled and recyclable materials.  


Action plan 

After analysing using both the SWOT and the PESTLE methods, one course of action could be taken.
· Change of management
When Archie Norman came into the company in 1991 ASDA won about 30% of its customers back after losing them to competitors. ASDA became once more the leading brand, and under Archie’s leadership ASDA implemented two of its most innovative decisions: the selling of books and pharmaceuticals. With this in mind it is safe to say that a change in ASDA’s management would be crucial for the Company’s success, a breath of fresh air and innovation could revive this company.
· Keeping up technologically
One of the SWOT results was that it's important to correlate your strengths to your best opportunities. One example of this is ASDA keeping up with Amazon’s new cashier less stores, giving Amazon  a huge advantage since they wouldn’t have to pay employee wages. In the same way ASDA copied PigglyWiggly’s method of self-serving stores where customers would bring their items to the cashier instead of the cashier handing them goods.
Another technological advancement comes from Amazon again, in ASDA’s field of innovation and selling miscellaneous items, Amazon’s warehouses and delivery systems are much more efficient thus more reliable and faster, something very sought after in this current day and age.
· Implement more environmental policies
Customers form new brand loyalties based on their green policies, ideas to consider would be less unrecyclable plastic recipients, cherry-pick suppliers with low impact to the environment, ASDA could also use the colour they used in their branding to associate with the green cause.

· Awareness of the political landscape
Looking at the PESTLE analysis we can see that companies can be affected by no faults of their own by political decisions that can influence a company in a numerous number of ways, from exiting the European Union that could lead to shaking economy and harder to get trading passes with countries that sell in bulk and cheaper, forcing ASDA to distance themselves through no fault of their own from their established brand of low prices.

Solutions
This answer lies in the way ASDA’s history before being owned by Walmart. ASDA lead the way to innovation in its whole existence, from bringing the supermarket model over from America to adding clothing items, pharmaceuticals, books, and was always capable of reinvigorating itself.
Taking Archie Norman’s example, the company needs to re-evaluate its policies and monitor their progress through management reports.

Conclusion
It is easy for a company to be the best when it’s the first and only company that does things in a different way. There’s a direct parallel with Amazon, both companies copying another company’s business model, ASDA from the American brand PigglyWiggly, and Amazon that of eBay. Both of those companies managed to get very popular by doing things in a better way, bringing innovation. 
ASDA has already proved that it is capable of major change, but it needs to find itself once again.

‘’To improve is to change; To be perfect is to change often’’    
-Winston Churchill (Churchill and Langworth, 2013)
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