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ASDA History


Asda is a British established chain of supermarket that sells general merchandise, electronics, financial services, clothing as well as food among others. The supermarket chain is owned by American based retailer Wal-Mart which was named Forbes (2012) as the world’s largest retailer. In the perspective of UK retail market, Asda is the second largest supermarket in terms of market share with the market leader being Tesco. As of December 2010, the retailer’s share of the entire UK grocery market was said to be 16.5%. Currently, Across the United Kingdom Asda has 170,000 devoted workers in more than 376 superstores and supermarkets.
Asda organization structure is that of hierarchical type. Asda hierarchical structure has many levels. Each level is controlled by one person and instructions are generally passed down from one person to another until it gets to the bottom of the hierarchical structure. 



















ASDA Problem

Nature
A major problem currently faced by Asda is backlash over employee mistreatment. Asda currently staffs more than 145,000 employees across the UK (Company Facts, 2020). Although this staff is essential to Asda’s value chain, it also forces the organization to bear the burden of incredibly large payroll costs. With the rise of convenience stores and online grocery services, traditional brick and mortar stores are finding it very difficult to match the prices offered by their competitors. In the hope of remaining competition, Asda has been forced to make decisions concerning its staff that proved to be widely unpopular. In late 2019, Asda altered its employee contracts, meaning that employees were forced to give up paid breaks as well as night shift compensations (Wood, 2019). This alteration spurred a great deal of resentment among the workforce and in the media. For an organization such as Asda, a negative public image can prove to have dire consequences in terms of market share and legal repercussions.

Scop
The scope of this issue is such that it affects both the internal and external stakeholders of Asda’s supply chain network. Most of Asda’s employees include workers involved in the functioning of its supermarkets. Historically, these have been the employees most affected by the company’s financial policies. Should this pattern continue, Asda would likely face a backlash at the hands of these employees throughout its stores in the country. Additionally, Asda would have to face costs externally as well. The 18 million customers who visit Asda’s stores each week, might resent the idea of shopping at a store with poor employee welfare (Company Facts, 2020). This feeling might extend to the organization’s suppliers as well, especially if they believe associating themselves with Asda may have a negative consequence on their business. Thus, the extent of this issue is that it affects every layer of Asda’s supply chain network.

Impact
There are many different impacts of earning a reputation as an organization that exploits employees. Firstly, employees begin feeling undervalued and lose motivation for work. The productivity, as well as quality of work, degrades, meaning that the experience provided to customers is affected. Secondly, if employees feel they are being exploited, they might sue the organization. This can have severe costs for Asda in terms of fines and other legal injunctions. Moreover, since Asda’s employees are unionized with the GMB, it may have to face combined lawsuits and even strikes from thousands of employees, which would severely disrupt its ability to function (Limited, n.d.). If customer perception towards Asda becomes negative, Asda’s grip over its market shares would suffer across all categories of products and services. This would lead to a loss of revenue, making it all the more difficult for it to remain competitive. Losing quality suppliers would also have unfortunate consequences as supply chain inefficiency would drive up the costs of doing business, making it difficult to sustain profits. Since the coronavirus has struck the UK, almost every organization in the country is struggling to maintain its workforce. This could further aggravate the problems for Asda as they might be forced to make decisions that affect their workforce. Given that their employees have already been forced to signing revised contracts, this move might aggravate the staff further, hence resulting in a massive backlash.


SWOT Analysis

Strenghts
The strengths of Asda include the fact that it is known to be own of the most successful grocery chains in the UK over the past few decades. According to research from Kantar, Asda is the second-largest supermarket chain in the UK with a market share of 15.4% (Jesse, 2019). Asda also has a strong social media presence through which it remains engaged with its customers. This has helped it tap into the market of online grocery services as well. Asda also has the advantage that it offers its users a one-stop experience to fulfill all their needs. It also engages customer loyalty through environmental initiatives, in which it aims to reduce the impact of its supply chain. This also proves to be very rewarding for its employees as they know they are working for an environmentally responsible organization. Employees are also motivated by Asda’s training initiatives in which it invests in the development of its workforce.

Weaknesses
Asda’s weaknesses are that it is unable to maintain a sense of culture within its workforce. Due to this reason, there is a high turnover in the company. Because of this, the costs of training its employees are very large and somewhat unsustainable. Asda also has a negative public image due to past misconduct. In 2013, the organization was found guilty of selling horse meat in its beef products (Felsted, 2013). This led to a lot of negative press, resulting in customer backlash. Before this, the organization was accused of manipulating and misleading customers through advertising. Its marketing campaigns that vouched that it had the lowest prices were found to be false (Sweney, 2010). The organization was forced to issue an apology and saw its marketing effectiveness suffer as well. Despite having performed admirably ever since a negative public image is still a threat to Asda’s hope of remaining a major player in the UK’s grocery market. Another weakness for Asda is that they have been unable to successfully expand beyond the UK unlike many of their competitors.
Opportunities
There are many fruitful opportunities for Asda to capitalize on. Firstly, they have the opportunity to expand into new countries across the world. They have the means and resources to become a major player in any country in the world. They can also expand into newer markets to ensure their customers receive an even more wholesome experience than they do currently. This would include online channels that the organization is unable to utilize currently. Due to its sheer size, Asda also has the option of integrating existing brands into its operations through acquisitions. This has been extensively done by Asda in the past and by availing this option in the future, Asda could capitalize on the opportunity to enter new markets and new locations (Lauren, 2011). Asda also has the opportunity to further implement sustainable business practices. These practices have been extremely rewarding to Asda’s image in the past. In a world becoming increasingly more conscious about climate change and global warming, investing in such opportunities could prove to be the key to maintaining a healthy public image.

Threats
Asda also has a lot of significant threats to be wary of. Firstly, its competitors can undercut its costs and hence offer better rates to customers. If this disparity is not rectified, it may lead to the company’s value chain model becoming obsolete. It is also not worth entering into a price war with competitors as this could prove detrimental in the longer run. At the same time, Asda faces a threat at the hands of its workforce if it introduces policies deemed unfavorable by the employees. Asda also faces threats at the hands of online service providers, which have adapted to the online channels in a better way than Asda has. These companies have an advantage due to flexible distribution networks, unlike Asda who has to design its distribution networks to cater to both stores and online platforms. Another threat to Asda is the fact that the coronavirus has resulted in a drastic change in customer shopping patterns. If Asda fails to adapt to these new trends, it may see its immense market share slip out of its grasp.







PESTLE Analysis

Economical
Economic conditions can have a great deal of influence of employee backlash. Firstly, under the current economic conditions organizations all across the globe have suffered in terms of revenue (Shodiev, 2020). The coronavirus pandemic has resulted in a drastic change in customer trends. Customers are unwilling to shop in person and would rather prefer to have groceries delivered to their homes. Moreover, grocery stores have been forced to introduce measures to ensure that their staff and customers do not get infected. This means that there are new costs that the organization needs to bare to run its stores, even though the sources of revenue have somewhat dried up. For organizations such as Asda, there has also been a rapid decrease in the need for employees in supermarkets. Moreover, a steep decline in profits has forced search organizations into firing their employees in large numbers. Since the pandemic is likely to continue for several months, Asda might be forced to revaluate its employee needs as well. Unlike smaller businesses an organization such as Asda tends to face more backlash if they fail to cater to their employee needs. Furthermore, as the pandemic continues to unfold Asda might face disruptions in its supply chain as well. This would increase its costs of doing business hence forcing it into making decisions with negative consequences.

Legal
Asda also has to consider the legal repercussions of employee reaction. In the past, Asda has had to face legal action for reasons such as tax avoidance as well as price-fixing (Competition Commission, 2010). Should they be found guilty of any further transgressions, the organization may be forced into paying penalties beyond its resources. This is especially concerning in an environment where the world is becoming increasingly conscious of the ethics of doing business. Furthermore, all of Asda’s employees are unionized. Thus, if the employees feel exploited, the consequences would not be in the form of individual litigations. Instead, employees would prosecute the organization from a united front, leading to far more harmful injunctions. Moreover, during the coronavirus, Asda has contributed millions of pounds to relief programs in the UK. While this has had a very positive reaction in the media, it also means that any attempt to modify employee contracts will lead to extreme resentment since it would appear that the organization prioritizes public image more than providing for its workforce (Stuart, 2020). Similarly, in late 2019, Asda faced several threats of lawsuits from its employees such as Duncan Carson (Mustoe, 2019). These employees were released by the organization after they refused to sign contracts that altered their payment structure and working hours. This was a risky action on Asda’s part, but it did not lead to any significant issues. However, these may serve as a reference to the organization’s history of maltreatment in potential future litigations. Thus, Asda needs to ensure they do not leave themselves legally vulnerable.

Solutions
One solution to this issue is improving brand image. This would involve engaging in activities that help improve Asda's public relations with its stakeholders and abstaining from actions that would cause employees to become unsettled. The former includes activities such as CSR initiatives. These can improve the public image as they make the organization appear responsible for its community. In the current climate, these initiatives have the potential to engage customers more powerfully than ever before. Similarly, awareness campaigns regarding its sustainability efforts can help Asda gain public affection as well. Social media sites are seeing more traffic than ever before, meaning that Asda’s already remarkable online presence could help them enhance their perception. Refraining from controversial employee decisions is just as important. By providing for its employees in this tough economic climate, Asda will be able to convey its faithfulness towards its staff, without having to bear additional expenses. This would help diminish the resentment present within the workforce towards the contracts imposed upon them last year. Similarly, it would help them avoid negative publicity from the media and pressure from the unions, hence ensuring the operations are run smoothly.
Another solution to this problem would be to make sure they do not engage in a price war. Historically, Asda has been keen to use its sales volume to reduce its prices. In 2010, Asda introduced a price guarantee scheme in which it promised to offer products at prices 10% lower than its competitors. This led to a price war as competitors like Tesco and Sainsbury matched Asda’s offers in the effort to regain competitive advantage. Such policies offer one explanation as to why Asda has been able to gain such a high market with a relatively low profitability ratio. Unfortunately, this also meant that Asda’s survival was dependent on its ability to undercut or match competitor prices. In recent years, this competitive edge has started to diminish as small-scale competitors have been able to better Asda’s prices. If Asda were to engage in a battle for the best price now, it would have to make ruthless decisions with its 145k workforce that could land them in serious hot water. Thus, at least for the time being, Asda might be better off abstaining from any pricing decisions that would stimulate competitor response. Should Asda leave the matter untouched, likely, their competitor would also not want a price war in the current economic climate.







Discussion and Monitorization
The solutions need to be monitored in a variety of ways. Employee satisfaction can be measured through internal surveys sent through e-mails. This will help judge if employees consider the organization to be faithful towards them. Social media engagement can be monitored through tools provided by Twitter, Instagram, and Facebook that help pages record the users active on their posts. These can be analyzed to see if the target audience is being reached and if it is translating into sales. CSR initiatives can also be analyzed by engaging customers through surveys to investigate whether they have a positive perception of Asda or not. Google APIs can also be used to analyze what percentage of Asda related searches are negative. Pricing decisions can be evaluated by simply introducing strict protocols involving price reductions.
All brand related successes can be communicated to the general public through social media. For internal communication, Asda can engage its employees through e-mails as any form of unnecessary gatherings would be foolish in the current circumstances. Employees can be assured that they will not be facing any ridiculous cuts, which would surely help improve their spirits. Communicating pricing decisions will not be easy. Since there is a risk of collusion, it would be best not to communicate with any competitor. Rather, a strict policy of not being the first to reduce prices would be the best course of action.
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