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[bookmark: _30j0zll]Introduction 

Asda has seen a significant level of stagnation in terms of profitability during the past few years. The company has posted improved figures for the latest financial year of 2019, but there is still significant uncertainty in terms of its position in the market. The company ended 2019 on a stronger note, but the failed merger with Sainsbury, which has raised major questions for the company’s future. Especially considering the fact that the parent company, Walmart, has shown significant interest in selling the majority share it holds of the company. The drastic changes in market conditions in a post-Brexit world could have severe implications for the supermarket juggernaut as the UK economy enters it’s 11-month transitional phase.
The paper will provide a SWOT & PESTLE analysis which seeks to analyze the current market position of the company and its potential options. Recommendation will be drawn from this analysis to help guide the parent company to navigate the markets. The potential direction Asda could take if Walmart’s renewed interest to sell its majority stake fails to materialize will be a significant theme in this paper.
[bookmark: _9pgv0nkjj1y1]SWOT Analysis
The SWOT analysis is an analytical framework that is used to gauge institutions’ or individuals’ current positioning in the market. It seeks to factor in the “Strengths”, “Weaknesses”, “Opportunities” & “Threats” to not only understand the current standing of an institution but also provide an outline for future potential. The aim of a SWOT analysis is to precisely understand the contemporary challenges facing the company and its future direction.
	STRENGTH
	WEAKNESS
	OPPORTUNITIES
	THREATS

	· Large Market Share allowing superior Product Pricing versus competitors











	· Uncertain market positioning in regards to the brand’s image.
· Prone to controversies that hurt the brand image online.
	· Consumers are increasingly purchasing products online. Asda can be on the frontline and secure a significant market share.
	· Brexit is creating uncertain market conditions.
· Tesco is the market leader with significant command of the market trends.
· Immigration


Table.1 SWOT Analysis
[bookmark: _m1p6f9qxpmvx]The Strengths
As of 1st March, Asda holds 14.9% of the market share making it the third-largest market shareholder in the Grocery Sector (Kantar, 2020) This puts the company just behind Sainsbury, who has consistently come in second in recent years with comparable margins (Kantar, 2020). Having such a significant market share gives the company enough leverage to disrupt the pricing of products within the industry. If Asda made a significant increase or decrease in commodity prices, the current market leader, Tesco, (Kantar, 2020) would have to adapt to the changes brought about by Asda.  Having a significant market share as a starting point allows more flexibility for the future if the company wants to go in a different direction because of the already established consumer base.
[bookmark: _1o8mfhv9ctaf]The Weakness
The company is severely prone to online campaigns that hurt its brand image. The contract controversy in 2019 has had severe implications for the brand image which lead to significant portions of the population vowing to boycott the brand (Wright, 2019). The company is associated with value for money pricing, but according to the YouGov brand index, the company comes in 10th place among supermarket chains for its adherence to “Quality” (Hammett, 2018) This puts the company in a weak position where, even though it offers superior pricing the company can be viewed as a cheap alternative to competitors, diluting its brand image.
[bookmark: _na5rbl8ufisk]Opportunities
The U.K has experienced a 6.7% growth in e-commerce for 2019, compared to 11.8% in 2018 (Ecommerce News, 2020) Although a decline in the rate of growth, there is significant promise for future growth because of the low saturation rate of the market. According to a report by the analysts Retail Economics for the law firm Womble Bond Dickinson, the e-commerce market is expected to have a growth of 53% by 2028 (Butler, 2019). Even though the latest figures show a slower rate of growth, there are significant opportunities for ASDA to capitalize on in the coming years.
[bookmark: _2i8ukdfzefxk]Threats
There are significant threats facing the retail sector because of the Brexit uncertainty. This has caused a slump in sales for ASDA during the final quarter of 2019 (Davey, 2019) It is a variable that is unlikely for the company to directly affect. The new immigration regulations could leave the company in a short supply of low-skilled labour(Armstrong, 2020). The changes in the market conditions of the future will have to be mitigated by leaving the company's “Strength” and the “Opportunities” that are developing in online retail
[bookmark: _nz46iimp98q0]PESTLE Analysis
This Analysis can be a significant framework in mapping out the macro environment which can be used to make the optimum decision moving forward for firms and individuals. The framework has four components, the Political, Economic, Social, Technological, Legal & Environmental factors.

	Political
	Economic
	Social
	Technological
	Legal
	Environmental

	· Brexit
· Failed Merger
	· Slow Growth
· Huge Future potential
	· Changing Demographics.
	· Online retail technology 
	· Immigration
	· Global Warming
· Single Plastice use 


Table.2 PESTLE Analysis
[bookmark: _u7lomzq8xnt7]Political
Brexit has created a political climate that has put the entire retail industry under significant uncertainty (Davey, 2019). The failed merger between ASDA and Sainsbury, blocked by the CMA, does not give the ASDA brand significant political capital moving forward (Wood, 2019). The company is in a negative political position after Brexit and the failed merger.
[bookmark: _ovqtumkm4zuy]Economic
The company has had a slump in sales growth for 2019 (Davey, 2019). But U.K has experienced a 6.7% growth in e-commerce for 2019, compared to 11.8% in 2018 (Ecommerce News, 2020) This is a decline in growth but there is significant economic promise for future growth.
[bookmark: _nhw85zujpluw]Social
The demographic change in the U.K can have significant ramifications. The country is experiencing a significant growth in population with birth rate outnumbering the deaths by 115,000 (Coates, Tanna & Allen, 2019) This shift will likely increase the amount younger consumers and decrease the level of older consumers. The demographic shift can have severe consequences for the company.
[bookmark: _5q6kbxdgtpj6]Technological
The online e-commerce sector was dominated by consumers aged 16-54 in 2019 (Wunsch, 2019) The market share for the e-commerce sector is expected to reach 53% by 2028 (Butler, 2019). This shows a significant shift in younger consumers relying on online technological services to do their business.
[bookmark: _1004bgpb6g5k]Legal
The retail industry requires significant support from low-skilled labour to function. The withdrawal agreement outlines current EU residents right to stay in the UK, but non-residents are not covered by the document (Armstrong, 2020) This could be problematic on the industry as the new legal framework emphasizing a points-based immigration will favour high skilled workers(Armstrong, 2020), meaning there could be shortage of low skilled labour which the industry highly relies on.
[bookmark: _ctmf92u2v3ep]Environmental
The Climate Crisis is considered the most significant problem facing the UK by 74% of the population (Taylor, 2019) Asda has banned the use of single plastic use for online grocery purchase(O’Malley, 2019). Which does help with perception around the environment, but leaves a lot to be desired with plastic use on physical stores.
[bookmark: _h160z27vti7f]Findings
The SWOT suggests that the biggest “Strength” for the company is its large market share and the biggest “Opportunity” for the company is the growing e-commerce in the UK. The biggest threat facing the company is the uncertainty surrounding Brexit and the company's biggest “Threat” is its weak market positioning, and propensity for online controversy are it’s biggest “Weaknesses”. The brand image of the company is also a major “Weakness”. The variable of “Threat” and “Opportunity” has significant overlap with the variable of “Politics”, “Economy”, “Legal” & “Technology” in the PESTLE Analysis. The PESTLE analysis found Brexit to be the major political issue. This is consistent with the “Threat” variable of the SWOT analysis which found Brexit to be important. The failed merger attempt and its political ramification could not carry over to the SWOT analysis. The PESTLE variable of “Economy” has a significant emphasis on the growth of online retail, which is consistent with the finding of “Opportunity” in SWOT. The variable of “Social” primarily focused on the demographic changes in the UK. The “Technological variable focused on the increase of online retail technology which is relevant to the “Opportunity” variable of the SWOT analysis. The “Legal” variable focused on immigration law and its effects on low-skilled migrants, which also has carryover with the SWOT analysis where it was deemed a major “Threat”. The “Environmental” variable dealt with the population's perception of climate emergency issues.
[bookmark: _4w38immr2vx2]Recommendation
The most important priority for the company is threat and risk mitigation. The biggest threats facing the company are its competitors and problems associated with Brexit such as a labour shortage and economic stagnation. The company may not be able to change the fundamental market condition brought about by Brexit but can work within the new conditions to optimize its market share. The company may offer better incentives to attract labour from competitors in the event of a labour shortage. But to have more influence in the markets, the company must aim to improve it’s already impressive market share. The biggest growth in retail is e-commerce. If the company is to increase its market share it needs to capitalize on this expanding market which is dominated by younger consumers. This trend should accelerate as the death rate is significantly higher than the birth rate, meaning the older population will eventually be replaced by a younger demographic which could accelerate the trend towards e-commerce. To make sure the company is able to take advantage of this demographic change and increasing trend towards e-commerce, it must further develop its online technology service. If the online service is superior to the competitors, it should give the company an advantage in consolidating market share. The brand image of the company needs to be improved. The staff working for the company need to be aware that a negative can go viral on social media hurting the brand image. The latest controversy surrounding the employee contract also highlights the need for the managerial class to be trained on these sensitive issues. The company is associated with a cheap alternative to other retailers without much emphasis on quality. If the company can be associated with both qualities alongside as a cheap alternative, it can be viewed as selling products representing “Great Value” rather than products that are cheap and of inferior quality. This problem can be averted through marketing campaigns and producing products with superior quality. The problem can further improve its brand image by further cutting down on single plastic use on its physical store locations. This can be seen as the company trying to accommodate sentiments about the Climate Crisis. If the company is able to accommodate all these variable, it should be able to increase its market in the UK
[bookmark: _it6az5be0wnb]Action Plan
The effectiveness of the Action Plan can be reviewed through the examination of polling about brand perception and the total consolidation of market share by ASDA.
	

	G O A L    1

	Improve Brand Image

	ACTION DESCRIPTIONS
	PARTY RESPONSIBLE
	DESIRED OUTCOME

	Training for Staff & Manager to mitigate situations that can go viral and hurt the companies brand image.
	 Human Resource
	 The individuals working for the company will be able to minimize controversies surrounding the company online.

	 Cancelling Single Plastic use
	 Regional Manager
	 This could help the company get the good-will of individuals concerned about the climate.

	 A Marketing campaign to associate the brand with quality while maintaining superior pricing.
	 Marketing Manager
	 Change the Brand image

	Improve Product Quality
	Production Manager
	It will aid the marketing campaign’s claim of quality

	G O A L    2

	Increase Market Share

	ACTION STEP DESCRIPTIONS
	PARTY RESPONSIBLE
	DESIRED OUTCOME

	 Improve Brand Image
	· Human Resource
·  Regional Manager 
· Marketing Manager
· Production Manager 
	 Better Brand Image will lead to better sales

	Improve E-commerce site
	IT Manager
	Improve flow of online traffic


Table.3 Action Plan
[bookmark: _dhi3tm60gk22]Conclusion
If the company is able to provide adequate training for employees, cancel single use plastic, employ an effective marketing campaign & improve product quality it can improve its brand image. If this improved brand image is accommodated with a superior online experience, ASDA can optimize the flow of traffic online which will help optimise ecommerce sales, helping it consolidate a larger market share.
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