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Executive summary





The purpose of this report is to analyse the problem of ASDA Stores Ltd. which is a British supermarket retailer. Asda is a segment of retailer immense Walmart and for the most part concentrating mainly on the business of supermarket. The company provides also financial services and mobile phone products. At Asda for the most part, the marketing promotions focuses on the price structure. Unlike the trust company Walmart, ASDA is operating under the catchphrase “Save money. Live better” (Asda.com 2019). This report will also discuss the PESTLE of the company ASDA and analyse the strengths, weaknesses, opportunities, and threats. Based on these analyses this report will provide some suggestions which will aid the company to expand their operations in the overseas markets as well as to solve the internal issues without substantial strives. 


































Table of content



Executive summary………………………………………………page 2

Introduction: The history of Asda………………………………page 4

Findings…………………………………………………………...page 5

SWOT Analysis…………………………………………………..page 6

PESTLE Analysis………………………………………………...page 9

      Potential solution…………………………………………………page10
      Conclusion……………………………………………………….. page 11
      References……………………………………………………….. page 12   
Appendix A……………………………………………………….page 13

Appendix B……………………………………………………….page 14

            


























Introduction: The history of Asda 



Asda Stores Limited was established as Associated Dairies & Farm Stores Limited in 1949 in Leeds. The company has adopted the Asda name in 1965 with the fusion of the Asquith companies, of three supermarkets and Associated Dairies; Asda is a diminutive of Asquith and Dairies, often capitalised.
Asda took advantage of the elimination of retail price maintenance in so can they, offer at a large-scale, low-cost supermarkets, aided by the takeover of the GEM retail, including the first out-of-town store in West Bridgford in November 1964. Asda increased GEM’s £6,000 per week sales to around £60,000 per week in just six months. Asda Stores Ltd was for a short time in the 1980s, part of Asda-MFI plc following a fusion between the two companies. Other companies in the group were Associated Dairies Limited, the furniture retailer MFI and Allied Carpets. After MFI and Allied Carpets have been sold, the organization has changed its name   into Asda Group plc. The dairy division was sold in a management buyout and renamed Associated Fresh Foods, meaning that Asda has since had no connection with any of the firms from which its name was derived. The newly focused food retail group expanded further south in 1989 by acquiring the large format stores of rival Gateway Superstores for £705 million, as the stores were mainly based in the North of England.
























Findings



Supplier connectivity
Nature
One of the biggest issues with the operational management of ASDA is the unsuccessful affinity with the service provider of products. ASDA being the competitive supermarket retailer deals with a diversity of suppliers to ensure the retail store is supplied with products.
Scope
ASDA has failed to manage effective communication with the suppliers. This holds up the transport of shopper products in storehouses and retails at the right time which can damage the reputation of the business.
Impact
As well, complex management procedures detain payments made towards suppliers which can influence the delivery of orders from the supplier side, and eventually the supply of products at the retail is influenced. ASDA has been ranked failed to follow the Grocery Supply Code of Practice. Small suppliers have been negatively impacted because of the delayed payments.






















SWOT ANALYSIS

Strengths

Strong assistance from Wal-Mart. The company was purchased by Wal-Mart in 1999 and therefore became part of the world's biggest retailer. Wal-Mart supplies its consumers and collaborators more than 245 million times per week at about 10,800 market units under 69 different banners in 27 countries and e-commerce websites in 10 countries. 
Wal-Mart was declared part of top three of America's biggest company, as well as among top three of world's largest corporations in a list released by a business magazine in 2012.Wal-Mart was also ranked among top 20 most valuable global brands 2012 as well as among top 25 global retail brands 2012 by another industry source specializing in brand valuation. As a part of Wal-Mart, Asda has leveraged Wal-Mart's global scale and has growth its market share to become the second largest retailer chain in the UK. Following to its acquisition, Asda initiated a "price-rollback" program and converted stores to Wal-Mart's super-centers format under the Asda-Wal-Mart banner. 
Asda's implementation of Wal-Mart's low pricing strategy has given positive results. By leveraging Wal-Mart's global scale, the company aims a price cut even more for its consumers. Asda will use global merchandising centers to moreover exploit Wal-Mart's global scale. Besides, Wal-Mart's powerful financial performance with revenues reaching $447 billion in FY2012 provides economical security to Asda. The Wal-Mart corporation not only provides Asda with the trade name but also charge the business top-line growth. 
Asda offer a vast variety of products through its 568stores (as of April 2013). The company structure of the store includes of Asda Supercentres, Asda Superstores, Asda Living stores and Asda Supermarkets. This makes the business a wholesale, shop for food and non-food items. It offers a diversity of things such as food, apparel, toys, general merchandise, and electrical items. Under the food category, it provides fruits, vegetables, meat, fish, dairy items, bakery items, beverages, frozen food and other food items. Under the non-food category, Asda offers electrical devices, furniture, garden products, homeware, toys, DIY items, sports goods, jewels, mobile phones, CDs, DVDs, books, games, flowers, gifts, apparels, cosmetic and other general merchandise. Asda also offer services as life Insurance, non-life insurance for instance home insurance, pet insurance and travel insurance, home delivery, online shopping through Asda.com and Asda Direct. Asda has variety business sections which helps the company to target different customer segments. 















Weaknesses 

Product recalls affect the brand image. The company has been involved in several product recalls. In August 2013, Asda recalled Asda White Sliced Bread baked in Oldbury store due to potential contamination with a small amount of metal. In July 2013, Asda recalled the Asda Hair Straightener due to the possible risk of overheating or potential shock. 
 KP Snacks has made a voluntary recall in march2013, of four McCoy’s multipack diversities after customers reported of finding small pieces of plastic in the product. In 2011, it recalled several products, including Asda Chosen By You Coronation Coleslaw 280g,Asda Chosen by You Porridge Oats (Free From) 450g, Asda Chosen by You Oat Muesli (Free From)450g as the allergen information were wrong. Asda Chosen by You, drinks were recalled due to possible choking hazard. Asda Fresh Tastes Ready Meal Haddock Pouch 400g was recalled because of allergy alert due to wrong product in the pouch whereas Extra Special Strawberry and White Chocolate Popcorn 150g as the packaging contained nuts that were not mentioned.
Asda, in 2011, has taken out its own six-pack croissants because the packs could be packed with Asda Chocolatines that contain Soya. Frequent product recalls could tarnish the company’s brand image, resulting in decreased sales and profitability. It also involves operational costs incurred in recalling the product and loss of sales during the recall process. 


Opportunities
	
The high demand for private label brands has been gaining considerable importance in the UK. The market trends suggest that the private label market is estimated to grow enabling Asda to leverage on its strong portfolio. As of unprecedent economic situation in the UK customers migrations over private label offerings has been higher than ever. 
A research based on asking more than 3,000 consumers in France, Germany and the UK found that the consumers' connection to retailer brands extends far beyond the issues of price, economic conditions, and retail format. Increased numbers of customers realised that in their chase for value, switching to private label did not resulted in a sacrifice of their demands. Private labels tend to be a lot cheaper than their branded counterparts. Among the increasing demand for private labels, the company can increase its income. The company consists of private labels such George and Asda. In 2010, Asda re-launched its mid-tier brand, 'Chosen By You', previously called 'Asda'. As ‘Chosen By You’ has performed well, the company is extending the brand to grocery, meal solutions and chilled foods.
According to Office of National statistics, in the UK, average weekly online spending (internet sales values non-seasonally adjusted) was £586.6 million (approximately $908 million) in July 2013, an increase of 10.7% over July 2012.The amount spent online accounted for 9.5% of all retail spending excluding automotive fuel in the UK. Keeping with this trend, Asda strived to boost its importance in the online marketplace with the website direct.asda.com which offers a variety of products including its clothing brand, George. Asda sells over one million products across Asda Direct and George.com. The company can utilize the opportunity to market its products across the globe with the aid of the Internet services and increase its consumers base.






Threats

Weak consumer spending in the UK Owing to economic slowdown, the UK retail market has gone down. As major purchases being restricted to essentials a decline in the shopping activity has occur. Less customers spending leads to the UK market to suffer.	According to industry estimates, the UK economy grew by 0.9% in 2011 and contracted by 0.2% in 2012. It is expected to grow by 1% in 2013 and by 1.9% in 2014.The UK has witnessed a high unemployment rate in the recent past. According to the Office of National Statistics, the unemployment rate for the three months period November 2012 to January2013 was 7.8% with 2.52 million unemployed people in the UK. High unemployment rate is expected to further put pressure on the UK’s economy. 
Additionally, growing inflation, public spending cuts and reduced disposable income are all leading to a fall in consumer spending on discretionary items. As a result, consumers have been cautious with their spending especially due to tax increases and uncertainty over jobs. 
Therefore, the inactive consumer spending and high rate of unemployment in the UK could reduce demand for Asda’s products and put pressure on its financial performance Labour costs are rising in the UK. In recent times, tight labour markets, increased overtime, government mandated increases in minimum wages and a higher proportion of full-time employees have resulted in an increase in labour costs, which could materially impact Asda's results of operations. The National Minimum Wage (NMW) Regulations came into force in 1999 and since then the NMW rates have been increased annually. 
The national minimum wage was increased from £5.93 per hour (approximately $9.5 per hour) in 2010 to £6.19 per hour (approximately $10 per hour) in 2012. Asda employs about 175,000 people. Thus, increasing labour costs could affect the company's operating costs as its wage bills would escalate. This, in turn, could impact its margins adversely. Intense competition The UK retail industry is highly consolidated with Tesco, Sainsbury and Morrisons dominating the sector.
Asda operates only in UK, while other competitors like Marks and Spencer and Waitrose are looking to strengthen presence in the UK and expand into emerging economies such as India and China. Tesco, Asda's main competitor, operates through multiple store formats, including Extra, Superstore, Metro, Express and hypermarkets. Besides the UK, Tesco also operates in other European countries and Asia. 
Asda’s market share could lead to a low profit because of increasing competition who could deteriorate its market share.








PESTLE Analysis of Asda
 	This analysis of a problem at Asda aims to address some of the very important economic, social, factors that have either benefited the business operating in this market or putting pressure on them for surviving.
Economic Factors: 
High economic growth helps companies to attain more success in the market as economically strong market has consistent customers and employee. For example, with the largest economy of the world, the US attracts more business than any other countries.
Positive Impacts
The UK has more, and less stable economy and it is the fifth largest economy by the nominal GDP in the world. The decision of 2008 had created some uncertainties for the economic landscape of the country, but the government had taken all the necessary steps to improve the situation. The government has announced to reduce the corporation tax. In 2020 financial year this tax will be 17%.
Negative Impacts
Since 2017 challenges has been faced by the common household in the UK., as the value of the sterling was reduced the prices in the stores were rising rapidly. Importing goods in the country was made with a higher price. Furthermore, wages halt but the prices continue to rise. Although, after 2017 the inflation rate went up with 3.1% resulting into an improvement of the situation. Now the economic condition of the UK is supportive of business for ASDA (Beitelspacher and Rodgers 2018). The company needs to consider financial factors like cost of credit pay level or more competitive pressures, energy prices and civil supply and demand. This will have an unquestionably impact on the rate plan of ASDA.

Social Factors: 
The countries where the population is highly educated and skilled and the standard or living is higher, cultural diversity increases, as the businesses can work in a competitive manner. India is highly diverse market along with its large in size therefore, many companies are entering this country for business. 
Positive Impacts
The international Organisation gather in this country  as the UK has a massive consumer market. In July2017 the national statistics published that the country has a population of 65.6 million in 2016 (Ons.gov.uk 2019). The diversity of culture is high in this region therefore the business organisations can get a lot of opportunities and get different segments of consumers. Business organisation can employ local skilled and experienced workers having this opportunity. Aging population, Healthy lifestyle and celebrity following in the market, the company will get the scope to introduce new and customised products as well as services in this market. This will help as well to expand division strategies.
Negative Impacts
The citizens of the UK are getting older shortly, as this will have a negatively impact over the labour market of the country as well as influencing the Healthcare system. The living standard of the people of this country is high. Therefore, the businesses produce high quality products and services to cater the demand of the consumers in the UK market (Dalgic and Bloemen 2015).

The economic and political situation of the UK is welcoming and support the FDI which give full support to the company.  
· The social factors of UK have provided the company with skilled labours along with supply chain who know the expectations of the customers best. 
· The hike in petrol prices have increased the demand of the logistics and transportation which is threatening ASDA to enhance their product prices (Blanco and Cohen 2017).
· The legalities in the UK is more or less flexible but the company faces many customer grievances in these least, few years.  


Potential solution of the Problem at Asda
If Asda wants to gain competitive advantage in the market and overcome all the problems, certain strategies does have to be fallowed which include:
· Selling off some idle assets of company that do not focus on core business of providing the customers with the basic grocery requirements.
· Approaching the monetary institutions which have rested on the business and restructure the debt by re-mortgaging specific aspects of business.
· Restructure the ways in which the company’s products and services are given with the use of real-time marketing analysis as well as in-time delivery from the distribution centres.
· Regular rotation does have to be put in place by senior management to enhance their surveillance.
· The company needs implement a coaching program and needs to create a best practice team .
· Stay connected with the shoppers by creating customer feedback method over the internet and any online process .
· The establishment require an open-door policy so that the senior managers have access to the supply of the company to sae with their subordinates. 
· To stimulate the workers the business hast to launch incentive and rewards program



Conclusion:
Therefore, it can be concluding that through proper analysis of economical, and social factors that manipulate the external forces of the company are important. These either support the growth of the company or work complete against the growth. Through proper analysis of the strengths, weaknesses, opportunities, and threats can be pointed out easily. These factors present in the market where the ASDA aims to operate and expect to develop itself to be one of the most important retail organizations, put pressure on it for surviving the tremendous competition present. There are some internal issues also which create barrier for the company to flourish completely. Hence the company must follow some very important strategies so that it can grow in the market of the UK in one hand and expand its business on the other. 
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