	
	
	













An Analysis into the Problem of Asda
Brindusa Elena Nechita
1905284








University of Wales Trinity Saint David
Certificate of Higher Skills for the Workplace
20.03.2020




1.0. Executive summary

The current report ‘An Analysis into the Problem at Asda’ has been requested on 01/03/2020 by the CEO of ASDA to be completed by 20.03.2020 and it’s written Brindusa Elena Nechita Finance Officer for ASDA.
The purpose of this report is to provide an objective analysis of the current problem that Asda is facing (low profit numbers) and gather information and seek to understand the layers and sublayers (nature, scope and impact) of the issues using analytical tools such as SWOT and PESTLE. 
In today’s supermarket environment and markets, the main challenges  that all organisations face is high competition of supermarket chains, with a wide variety of brands, merchandise and discounted prices as well as the online shopping experience that has seen an enormous expansion and success all over the world, in all aspects of produce and for all ages customers.
The implementation of the new contract and the position the organisation is taking with thousands of staff that are resisting changes to the terms and conditions of their employment gives Asda more control over when staff work and what they do, all in order to cut costs and achieve higher levels of profit.
In order to complete this report, there will be information from web sites, journals and textbooks and an impartial analysis of the financial and social history of ASDA will be performed.
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2.0. Introduction

According to statista.com, Asda is presently the second largest supermarket in UK in terms of market share with over 600 retail units, over 340 superstores, 209 supermarkets, 33 Asda Living, 32 supercentres and 18 Petrol Fuelling Stations. The statistic shows that from august 2012 until the same period in 2019, the organisation had a constant trajectory between 40 and 60 percent in market share.
Asda’s focus on low prices and selling huge volumes of products has somehow forgot about its founding ethics of selling sustainable products. 

3.0. Findings
3.1. Overview of the Organisation

The roots of Asda can be traced back to the 1920’s when W.R. Asquith had just two branches and a promising future.
W.R. Asquith had a butcher shop in West Yorkshire which later he expanded in seven shops.
The Stockdale family united with the dairy farmers and in 1949 formed Associated Dairies & Farm Stores Ltd., under the management of Arthur Stockdale. After a few years, the son of Arthur Stockdale, Noel Stockdale struck a deal to unite with the Asquith brothers and this way Asda was founded. Its name was approved later in 1965. 
In 1958, in a blooming British economy, after a very inspirational trip to the USA, where they probably visited the first ever supermarket in the world, Piggly Wiggly, and they were mesmerised. The brothers started the first self-service supermarket in Castleford and soon after, with proven success, they converted an in-door market into their second ‘Queens’ store in 1963. The idea was a success but strengthened by the concept of food discounting and offering customers value for money that everybody loved. Whereas before, a team member was needed to serve each customer, now hundreds of customers could shop independently which made costs per shopper to go down and profits to go up.
In 1965 the first supermarket was built from scratch next to a large car park, soon to form a chain of self-service supermarkets which were strategically located by large carparks with their own petrol stations. These petrol stations in the beginning were hardly successful but in a rising economy on all levels, especially car factories and the opportunity people had to acquire a vehicle, shopping is now made once a week in bulk buys (lower prices) and costumers want to find everything in one place.
In the late 60’s, Associated Dairies acquired the major US discounter, GEM, who was struggling at the time, and Asda filled the extra space in the former GEM stores, making Asda the first to offer General Merchandise.
Over the years, Asda was blooming with ‘Asda brand’ products and fresh new looks for strategically located shops throughout the UK.
In 2000, Asda entered the new millennium joining the Wal-Mart giant retailer family with new brands introduced, new stores opening and on-line business and in just five years raised over 21 million for Children in Need and Tickled Pink. The clothing brand of Asda, George, makes Asda the second largest retailer of clothing in the UK as well as the ‘we sell for less’ programme which lowers the living cost for millions of people. The British superstore chain retails food, clothing, pharmacy and general commodities, petrol stations and a mobile telephone network.
Asda has a wide range of products to offer customers from food and non-food, banks, hairdressers, drycleaners, opticians, café and petrol stations and customers are also able to click and collect in less than 60 seconds as well as home delivery. Aside from providing quality goods, Asda is set to deliver important customer engagement to create value and driving the right behaviours in employees and customer satisfaction.
The company has more than 150.000 employees in more than 375 locations. Successful British businessman Andy Clarke was chief executive officer between 2010-2016, followed by Roger Burnley, who previously was retail and operations director at Sainsbury, the organisation gaining an outstanding reputation under the leadership of strong people.
Asda has always fought for low prices for the very important products as value for the customers and tried to put money back in their pockets by offering discounts and has always tried to push up sales as a cultural resonance. Being a subsidiary of Wal-Mart, Asda has mostly focused marketing promotions only on price. They know their products are not deluxe quality and are not denying this fact. The company emphasizes on the reality that the products they sell, usually cheaper than the competition’s, have the same quality as the brand ones and why should one spend more on the same things?

3.2. Investigating Asda
As the supermarket sector becomes more competitive as ever, the contest between retailers in the marketplace helps keep the prices down and improve the customer services as customers are becoming more and more demanding.
Asda’s mission statement is ‘to be Britain’s best-value retailer exceeding customer needs always’ and ‘to make goods more affordable for everyone’ (asda.com) and its values are:
· Respect for the individual
· Service to our customers
· Strive for excellence 
The competitive advantage the organisation needs to succeed today and in the future is that managerial roles will decline in numbers but instead teams of colleagues which are close to customers will be more engaged and behave in a way to deliver high quality service every time and come up with brilliant and the best solutions. As a driver of performance, Asda made changes in the consecrated traditional supermarket retail skills, employees being required to operate within a constant challenging environment. Over half of the in-store transactions are now being conducted thru self-scan check-outs, therefore less employees are needed to deal with new situations and queries of multiple customers at once instead of the old repeatable and predictable tasks. The skills and capabilities of productive and effective employees are now more complex like decision making, autonomy and emotional intelligence.
The nature, scope and impact of a business is very wide as it covers everything from the production, distribution of goods and services to deliver customer satisfaction and in the end profit. 
 At the end of 2019, the organisation reported weak sales, as well as their competitors, over the key Christmas period. Most of the fall is due to challenging market conditions, especially in the clothing category but also in the food sector. Because of the entrance of Lidl and Aldi, two German supermarket discount chains and with the increasing demand of customers of shopping online (Amazon’s success in the domain), Asda is still losing some of their market value and is facing a not secure trading future and uncertainty.
Asda’s strategy is focussed on lower prices to narrow the gap with the new market discounters, Lidl and Aldi, a step-up in innovation in own-brand products, better store environments and product availability, along with improvements in its e-commerce operations and use of technology. 
Nature – Rising inflation, falling sales, falling market share value and though competition are the main problems that the management team are facing. The team believes in cost leadership and is set to lay off up to 3,000 of its employees and for the ones to stay they need to sign a said to be new flexible contract that cuts paid breaks for employees and forced bank holiday work shifts.
Scope – Productivity is the main target the organisation wants to achieve by underlying motivations like workforce reduction and drastically downsize by laying off managers and workers in an attempt to squeeze out more out of the remaining labour force.
Impact – The stress Asda is causing of new-cutting hours contracts for its employees which also includes unpaid breaks, change to night shift payments, change in departments, compulsory work on bank holidays as well as working on short notice; the biggest impact will be on female employees because of the inflexible terms which cause disruption on domestic life. This will cost in losing customers because people want to feel comfortable in their shopping experience and don’t want to feel bad about the company’s employees not being treated well.
Kurt Lewin’s (1951) Linear Change Model (unfreezing, changing, refreezing) is a classic three-step model that provides the basis for management models of change which can be implemented in Asda. We can argue that the successful management of change is crucial for the organisation in order for it to survive and succeed in today’s highly competitive business environment.

3.3. SWOT Analysis
As a strength, Asda is the third largest retailer in the UK, famous for its strong management strategic positions by hiring people from Carrefour. It has expanded very well over the years and serves over 19 million customers every week in store and more than 90% of the British homes are served by its on-line platforms www.asda.com and www.george.com. It has a wide range of formats like supercentres, superstores, supermarkets, Asda Living, George Stores, Petrol Filling Stations and well known for its quality of products, superior technology, continual innovation and should be considered as strengths. The official website of the company contains detailed information about its history, products and services, career opportunities, regular press releases and carries out extensive advertising campaigns to reach out existing and potential customers.
Asda’s weaknesses are: products are not as good as other similar brands, not cheaper than Lidl and Aldi discounters, the delivery process is very slow at times in many areas and some customer orders are entirely ignored, the company was criticised for misleading campaigns in horse meat scandal, is accused of price fixing of dairy products between 2002-2003 and its treatment to suppliers has drawn criticism because it never or rarely complies with the Grocery Supply Code of Practice.
As opportunities, improvements in the e-commerce as more and more customers shop online in the UK will be an important opportunity for the organisation in the close future. Asda could go beyond UK to explore opportunities as an important step in the future development and growth as well as opening new stores taking over smaller companies.
All the competitors in the UK are threats for Asda, Tesco being the market leader while Sainsbury is the nearest rival, but we can’t ignore Lidl and Aldi that come strong from behind.
3.4. PESTLE Analysis
Political factors referring to Asda are national, international and EU regulations that affect employment, legislation, taxes, prices and customer rights, a hard Brexit could leave food rotting at the border and have severe financial implications for the sector.
Economic factors like pay levels, cost of credit, energy prices and products and services prices have an important impact on the shelf pricing strategies of the organisation.
Social factors as healthy eating, ageing population and celebrity following are equally important for Asda.
Technological factors like click & collect delivery services are very important and should be something constantly to work on how to best use them in their favour.
Legal factors like the rules and regulations of the country in which it operates, for example minimum wage cap, unfairly employee dismissal.
Environmental factors like green economy and pollution, carbon footprint and recycling are important and put pressure on all organisations that is why Asda must demonstrate it is an environmentally friendly company and gain further respect in the eyes of the customer.

4.0. Conclusion
[bookmark: _GoBack] A steady decline of sales can be observed in the last few years due to the financial crisis and the major problem of the organisation is its fight to increase revenues and cut off costs of business which puts a lot of stress on the managerial, marketing and human resources team. Asda marketing team should implement efficient functions like customer service and a substantial reduction in unproductive time. The delivery process that is very slow at times in many areas and some customer orders being entirely ignored; the goal should be to deliver the right good at the right time at the right place. The contribution of buyers and suppliers and joint product development as well as common systems within the company franchises and frequently shared information with the customers, suppliers and vendors would be the key to improving profits and customer satisfaction.
5.0. Options
From the marketing point of view, the 3 main strategies under which all activities will take place, they will be: generation of new consumers (winning consumers from other competitors and winning consumers from other products), generating higher consumption (higher values) among current consumers (launching new brands and differentiating them), avoiding 'business' in current consumers (loyalty of current consumers by introducing loyalty schemes and distributors through contracts, personal selling and PR, developing the human resources team, regular market measurement and reaction to competition’s actions).
Specialists claim that there are two situations in which a company aims to increase sales. The first is short-term, when the company reacts to a problem, such as losing one or more customers, lowering the market share or the emergence of a new competitor. The second hypostasis is medium or long term. In this case, the strategy approached is part of a business development plan which include the dismissal of close to 3,000 employees to reduce costs and for the ones that remain, the increase of performance levels in work groups by changing group goals and targets. Two important parts of any organisation are the employees and the communication within. The human resources department should set higher standards and change interview methods when hiring personnel that have specific skill sets (emotional intelligence, efficiency, motivation, disciplined, etc.) that will develop a sense of belonging and will reduce the company costs by having a higher level of performance. Team leaders must have same qualities and more, increased communication and understanding skills.
6.0. Action Plan
Specifically, the following strategies must be followed: launching and right positioning of brands, developing communication on the basis of these positions; generation of new users and higher consumption; product development (new product variants)/development of concepts; price differentiation by variants; business planning (establishment of working strategies and principles); development of trade marketing department; costs control, expenses, investments.
At the top of the sales growth methods is innovation, which includes product development (improved recipes and products - new categories for the large influx of EU citizens entering UK) and the renewal/improvement of product packaging. An important role is played by investments in the brand (brand campaigns). The company is said to introduce a new line of Romanian products into supermarkets, thus extending the range of international dishes put up for sale. Thus, the already known range of international products sold by the British retailer will contain products from eight new ethnic groups: Romanian, Mediterranean, Polish, Bulgarian, African, Caribbean, South Asia and Sri Lanka.
Robert Youngson said: ‘’Our customers have told us that they want to find everything in the same place. They already buy a lot of basic categories from our stores, but in many cases only a dive in the ethnic range of international food has made it possible to better perception."
The decision to inaugurate a Romanian product line came after a research among the clients.
According to a press release from ASDA, it is about introducing 450 new products to adapt to the diversity and multiculturality of groups living in the UK, especially in areas with high concentration of ethnic groups widening the product portfolio
In addition, the company should emphasize distribution on specific channels (commercial policies adapted by type of wholesale customer and shops), promotions to consumers, merchandising.
Price is an important condition in increasing sales. It must be adapted to the market in which the product is marketed. Asda should try to maintain a good balance between price/product.
Another measure of the Wall-Mart giant has shown interest in investing on the European market including the Romanian market. Analysts say strategic acquisitions appear to be preferred by the American giant. That's how he entered the UK by taking over Asda, after which Wal-Mart made no secret of his ambition to become a pan-European player. Moreover, speculation about secret negotiations around such an acquisition, which would allow him to enter Romania, has been chained for some time. There has been quite a lot of talk about the discussions for Carrefour's takeover, after which there were those related to the intention to purchase the Franco-Belgian retailer Louis Delhaize, present in Romania through Cora hypermarkets. Discussions on Wal-Mart's takeover of Cora began a few years ago, without materialising. It seems that they have resumed. If he comes to Romania, Wall-Mart will most likely do so through one of the European players already present on the domestic market which is a very important move in increasing share market value and revenue.
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8.0. Appendices

SWOT ANALYSIS

	Strengths
	Weaknesses

	· Huge range of products
· Excellent marketing campaigns
· Various store formats
· Various brands and services
	· Limited global presence
· Horse meat scandal
· Dairy price-fixing
· Slow delivery process

	Opportunities
	Threats

	· Improvement in e-commerce
· Acquiring smaller companies
· New range of minority products
· Hiring better more productive staff
	· Competition supermarkets
· Price cut from the competitors
· Changing government legislation
· Unproductive hours of staff
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