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Executive summary 
In this report it was found that competitors are Asda’s main problem. It presents the facts of who and why this has become their main concern. Its states the percentages of loss in profits due to this and shows many angles they have taken to try to overcome this. A SWOT and Pestel analysis was undertaken to investigate a new action plan to help move forward with its main concern with competitors. This has been investigated using Nature, Scope and Impact.
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1.0 Introduction 

This report was requested by Laura James request on 20/01/2020. This report was compiled by Katie Lewis and submitted on 20/03/2020. The purpose of this report is to identify and analyse current problems within and around Asda. Analytical tools such as SWOT and PESTLE will be used to gather information and find the best way to conclude and suggests options to resolve the current problems and maintain this from reoccurring. It will also look at improving the communication standards. 




























2.0 Findings 

2.1. Overview of Organisation

Asda is one of the biggest retail supermarkets in the UK and is found in towns, retail parks and cities with 600 stores all over the UK. Asda is owned by Wal Mart (UK) limited, which is owned by Wal Mart in the (US).

2.1.1 The History of Asda

In the 1920’s the Asquith family ran a butcher’s shop in Knottingley, west                    Yorkshire which eventually expanded to 7 shops. Peter and Fred, the sons of W.R. Asquith were actively involved in the family run business.
(ASDA) “The years leading up to the formation of Asda were years of momentous meetings”
Later, they were to become the founders of Asda. During this time a group of dairy farmers joined Peter and Fred and by 1949, Associated Dairies & Farms ltd, with Arthur Stockdale as Managing Director was formed. By the mid 1960’s, rapports with different associates where made and on the 3rd of May 1965, Asda was born. Their job was to challenge cost and they became the original price cutters. They started the business with cheaper prices than their competition, which gave them their advantage to interest customers. Since, Asda has been one of the biggest leading supermarkets and continues to be one of the most popular discounted stores in the UK. Asda needed an advert and a slogan and the idea of the famous ‘pocket tap’ was created. 
(S4RB) “Asda Price landed on to our TV screens in 1977 introducing the now legendary 'Pocket Tap'”.
This quickly helped increase sales and made a great profit. Firstly, Asda was a store where the customer would give a member of staff a list of groceries or products they would like to purchase. They idea of a self-service store came from “Piggly Wigley’s” in America. Asda was determined to make it work in the UK. Following this, profits greatly increased which made it difficult to compete with.

2.1.2 Products and Services Asda Offers

Asda now offers a range of merchandise, from frozen and fresh foods to clothing, toiletries and home accessories. 
(ASDA) “Supercentres are our largest stores offering our extended range across food, George and non-food”.
More than half of Asda’s sales are for groceries, selling six of their own brand labels’ such as: Asda smart price, Asda, Good for you! Asda Organic and Asda Extra Special. They made plans to start building on their fashion range. Buying clothes in a supermarket was unheard of but George fashion was launched by in 1990 by George Davis, the founder of the Next. George made the clothes at very low prices, with the expectance of drawing customers to buy this fashion range. 
(S4RB) “2011 - George becomes the main sponsor of Graduate Fashion Week.”
This was used with very similar or same quality clothing used in Topshop and Topman but at half the price. Providing all ranges for size and age with good quality for long lasting use. Jewellery and fashion accessories can also be purchased from all stores. Asda also offers a walk-in pharmacy and has a qualified pharmacist to help with medical issues or queries. In the 1980’s, Asda also invested in petrol stations which had caused a great deal of interest. 
(ASDA) “Our Petrol Filling Stations offer both pay-at-pump and pay-at-kiosk services”.
Due to a petrol shortage from usual suppliers, they found a supplier in America. As well as the instore merchandise, petrol was sold at a cheap discounted rate to attract more customers, this helped the super store to expand to 80 stores across the country. Customers were and are very satisfied that they can purchase goods, petrol and seek medical advice without having to travel to different destinations. They also have smaller stores called Asda Living, which concentrate more on Asda’s fashion, home accessories and supplies etc and most have a café. No groceries are sold at the smaller stores. 

2.2 Investigating Asda
 
As Asda grew it began to lose its discounted reputation. The managers thought due to the growth in the economy, the low-cut prices weren’t as quite important to consumers. This caused them to start pushing the prices up and it started to put pressure on its name, for being the best discounted Supermarket. 

Asda wanted to go into a 570 million pounds merger with MFI and Allied Carpets which both proved unprofitable. The expected synergy and benefits did not accrue and the return on net assets of Asda was 43% and for MFI 38%. 

The purchase of 61 stores from rivals, Gateway, for 507 million pounds was proven an expensive mistake. To buy a large chunk of assets, it will need to be matched with equity and instead it was matched with borrowings when interest rates were at its highest.

In 1991 Asda found itself in 1 billion pounds worth of debt and with no way of being able to repay back any of the debt, Asda was at threat of liquidation.
(management today) “With dwindling customers and mounting debts Asda looked ready to close its doors”.
Asda approached Archie Norman who is now a former CEO of Asda. Archie didn’t realise the urgency of threat Asda was under until he was already a part of the company. Causing him to immediately act to try and save the business. 

In 2008 was the global financial crash. Asda’s reputation was very strong, sales and profits raised, but was slowly slipping away.
Aldi’s and Lidl’s are the two main competition to Asda. The rivals dramatically their prices much lower than Asda. This disrupted the market remission in 2009 and they were persuading customers to shop at Aldi’s and Lidl’s for a much lower price.

In April 2018, Asda planned a merger with Sainsbury. This merger was blocked due to the CEO being caught humming a song about “rolling in the money”.
(ASDA) “In 2019 the Competition and Markets Authority (CMA) issued its final report blocking the merger”.
There was backlash of fears that the deal was in 2 companies rather than the customers. No Asda and Sainsburys are separated, it made Asda look weak. 
(BBC News) “While the moves were welcomed, for some, the plan did not go far enough”.


Investigating further into its competition it was found this was one of Asda’s greatest problems. Asda’s sales and profits began to collapse due to the intense competition with Aldi and Lidl. 
(The Guardian) “The supermarket blamed price cuts and an overhaul of its own-brand products for the decline in pre-tax profits”.
The company’s sales decreased by 5.7% in 2016 and the profit decreased by 19% with a result of £791.7 million annually. Their sales began to collapse due to intense competition and Asda’s hardest challenge was due to the rise of its discount competition Aldi and Lidl, they failed to make progress with the convenience sector. This had resulted in eleven consecutive quarterly falls in sales.
Asda have continuously experienced slow grow through the year and intense competition is still present. The market decreased from 0.9% to 15.7% in 2016 and in august 2019 was Asda’s most detrimental sales fall by 7.5%. it is evident that Asda is finding it difficult to match such competition.

2.2.1 Nature, Scope and Impact

Nature:
The main problem Asda faces is loss of customers, reputation and loss of profit. With their greatest rivals Aldi and Lidl currently unbeaten on price will put a strain on Asda’s reputation of great value for money. Customers would prefer to shop with “more for less”. This means that customers will slowly discover that spending their money elsewhere will be more beneficial for them and move away as regular customers of Asda. Finally leaving Asda and their profit slowly reducing the company’s annual profit. 

Scope:
Also contributing to this problem would be senior staff, managers and CEO’s. looking into the near past over Asda before Archie Norman unknowingly bought into its financial burden. It shows many mistakes were made through wrong decisions of underestimating how much Asda would be able to invest in increasing the number of stores they already have. This made them lose profit they could not afford around the same time their rivals Aldi and Lidl had begun their discount competition. These higher members of the community were not to come up with a more creative plan to match or beat the competition they had against Aldi and Lidl.

Impact:
It was found that all members of Asda were and have been impacted. Asda’s profit throughout the years and finding itself in 1billion pounds worth of debt had put the company under a lot of strain. It impacted Archie Norman once he bought into the company but quickly found a solution. This meant there was a complete overturn of front of house staff and its managers and seniors, meaning the impact for them was a loss of their jobs. It had severely effected Asda’s financial state and employees.
2.3 SWOT Analysis 

Strengths

Investigating Asda’s strength’s, it is evident even with its ups and downs, that it has always been able to keep overcome any difficulty or challenge. It is a multi-national company and continues to grow. Asda’s employees have high level of skills and qualifications with completed training specified for its company. Its reputation for good on price still stands and is still popular even with its competition. Its main strength is the variety of products and merchandise it has to offer. From groceries to clothing and the quality it provides it proves that Asda really is good for money. Another strength is Asda has always ensured to find new ideas to overcome any challenge, whether it may be new management, offers or product line. The also have an Experienced performance driven CEO and Financial Director.

Weaknesses 

Asda’s main weakness is it competition, Aldi and Lidl. It struggles to match or discount its prices further to beat them. Putting a great strain on its reputation as the original price cutters. Many wrong decisions and ideas have put them in very weak places such as losing the merger with Sainsbury, this put Asda in a vulnerable position. Also getting ahead of themselves with investing in too many stores to be able to afford at the same time has put a big financial strain on Asda previously.

Opportunity’s 

Using its advantage of being such a popular supermarket it gives Asda the opportunity to branch out to further interest for customers. Great report with other supermarkets allows them to become stronger. Asda has a great variety for all demands of customers such as pharmacy, photo printing, technology etc. The company is also venturing into markets in places such as India and china etc, which will allow Asda to grow worldwide. With Asda having small branches such as Asda Living, this helps the company to focus on its home and clothing range with more variety of stock for its customers and helping Asda to grow further.
Threats

Asda’s biggest threats are its competition Aldi and Lidl. As already mentioned, the company are struggling to beat its rivals on price. This will put strain on Asda’s profits and popularity and sales could reduce severely as they have previously done. Constant change in policies in various central governments can cause threats to Asda. With tax rates increasing and decreasing, it will affect Asda’s profits and how the company can survive on its discounted rates. Company members move on to better opportunities, Asda could potentially loose its experienced CEO or experienced staff could move on to another job. All members of Asda are vital. As previously seen Asda can make unhealthy decisions, depending on the next decision, it could potentially close the company. 

2.4 PESTEL Analysis 

Political

Political stability is known as the state of peace which is normally experienced in a country from the decisions of their government and they will make these decisions based on the best interest of people. The government may have a great effect on Asda due to changes in government laws and taxation, price restrictions, sale allowances and how money is managed. The “Tory party”, is a centre right political party, they can support businesses such as Asda through grants and tax reductions through the year. Without this support it could be detrimental to the company. 

Economical

This consists of many factors such as inflation, interest rates and unemployment. The inflation rate is calculated as a percentage and is presented monthly. It is defied as an average measure of change in price of products and services bought for the purpose of spending. Asda is affected by inflation rate when products and services increase, and products cost a lot more. Wages stay the same which means customers can afford to spend as much as they were able to before this. Asda’s profits will be affected by this due to customers spending less. 
	Public transport can be a big part of preventing a wider range of customers coming to its supermarkets. In some places there is less transport than others and this will affect the stores in these areas targets and means less money for the business. If Asda’s competition, who has beaten it on price, is closer to a customer’s home who has very little opportunity of transport, the customer will choose that store. If Asda were still unbeaten on price, then the customer may make the effort to do a bigger shop at Asda but less frequently.

Sociological 

Social impacts Asda may have, has been finding the suitable employees for certain job roles, depending what area has a vacancy. Asda cannot discriminate against disabilities, pregnancy or different religion or ethnicity. They are also not allowed to ask questions about this if they are in the HR department. 
	Reaching out and supporting charity’s outside of the company Asda supports ‘tickled pink’ by creating new product’s for customers to buy to support this charity.  
(ASDA) “Asda’s Tickled Pink campaign, which has been running for 20 years”.
	Asda is involved with a variety of the community, helping in public parks with tidying the local areas. The company also communicates with its local schools. They invite schools for many day trips to teach them about the different products within their company and give free stock for sports day.   

Technological

The technology and price will change the demand at a quick pace. Changes in the competition is an important contribution to both price and technology. Asda must be updated with the latest technology in order to stay in front of its competitors. Falling behind with technology will potentially result in a loss of profits from a loss of customers as majority of people now use, cards, phone apps and contactless to pay for their goods. Having advanced technology will keep the company still as popular as it has been. Even if they are struggling on price with competition. 




Environmental

Asda brought in the bags for life, a stronger reusable bag that shoppers can bring back with them for their next shop. The government has put a charge on these to push customers to reuse rather than refuse, this way there is less chance of customers throwing them away. The idea is to save on recycling which will help towards the environment and help cutting down on pollution rates. Asda has reduced their energy usage by a third in older stored and 45% in its newer stored due to creating its ‘sustain and save’ project. 



Legal 

Asda must follow the law, consumer protection, are several laws and organisations created to ensure rights of consumers are protected. They try to prevent any engagement of unfair practices against its competitors or fraudulent behaviour. Health and safety rules and regulations are an important factor to the company. If staff members are not trained correctly or at all and an accident was to occur, legal proceedings could be brought upon the company and they could be sued.

3.0 Conclusion

In this report it was found that Asda has several problems. Investigating further it shows that the company’s main problem is its competition on price. Out of any struggles Asda has faced it is evident that the one that Asda has been unable to over come is the discounted prices Aldi and Lidl can provide. More creativity and ideas need to be discussed on how this could be matched or even beaten. 

3.1 Main areas of concern

Based on the Nature, Scope and Impact, the SWOT and Pestel analysis that has been undertaken, it is evident that the main concern to the organisation is loss of profit and sales percentage. As previously mention Asda’s competition will seriously affect the standard of the company’s loyal customers. It has shown that being beaten on price has made them suffer in some areas and they are still unable to find strategies to over come this. 

4.0 Options for the CEO 

To resolve these issues the CEO will need to investigate into how Asda’s competitors are achieving such a low price for their goods and obtaining this. Thinking of new ideas of advertisements, deals and sales or a new product in the stores will interest new and old customers and keep current customers interested. By keeping enthusiastic, continuous and fresh ideas going, will also keep the customers interested.    

5.0 Action Plan

5.1 communicate:
To create this plan, the CEO and senior staff will communicate with front line staff in all Asda stores. This will include communicating with members of the public and customers of the stores to see what they would like to see. Contact with many shareholders will be arranged to find the best deals on what great quality can be provided to try and match Asda’s competition.

5.2 monitored: 
This will be monitored weekly until there has been a positive change within this plan. Correct and intensive research will continue. Continuous communication with members of the public to see if they things are changing for the better.

5.3 Review:
This will be reviewed in 3 months to look at profit, sales and customer percentage to find whether this action plan is working or failing. This is when it will either be continued, or another plan will be drawn to increase Asda’s profit and sales rates.  

6.0 Appendices  


SWOT ANALYSIS

	Strengths 

Popular store,
Multi supermarket,
Good reputation,
Experienced CEO.
	Weaknesses 

Beaten on price,
Unskilled staff,
Bad decisions,
Profit loss.

	Opportunities 

Big product range,
Pharmacy, 
Good rapport with other companies.
	Threats

Profit loss,
Loss of customers,
Taxation change.






Pestel analysis

	Political – Grants, taxation, price restrictions

	Economical – inflation, interest rates, unemployment

	Sociological – suitability for job role, charity support

	Technological – card machines, contactless, phone apps

	Environmental – energy saving, reusable plastic bags

	Legal – fraud, health and safety 
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