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[bookmark: _Toc5105724]Executive Summary
The report mainly focuses on some complex problems faced by Iceland Food Ltd and tries to develop some potential solution to overcome the problem. 
A detail external and internal factors analysis shows that lack of expansion strategy, lack of diversity in the product line with inefficient management of innovative technology are the major reasons for this profit and market share reduction. 
To implement alternative solutions, we have developed and used different decision-making models, communication strategy with the stakeholders, and monitoring and review framework. Proper implementation of the alternative solutions can bring future success for Iceland Food Ltd.
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[bookmark: _Toc5105725]Introduction
Iceland Foods Ltd is a British supermarket chain having more than £2.05 billion annual turnovers with £164 million net profit in 2017. It has also 2.2% of the total market share in the grocery industry. Tesco, Sainsbury’s, Morrison, and Asda are known as ‘the big four' in the UK. They always compete for market share. They use different innovation, technology, strategies to increase the market share. As a result, there is a wide range of price war and competition in the industry. Though there is a higher level of competition some market player like Adli, Lidl, and Ocado has almost 10% growth. But the performance trend of Iceland is not consistent over the last few years. It may result from the inappropriate operative strategy, ineffective use of human resource and promotional program, and the failure to use proper information for the right strategy. The profit performance is below average from their competitor. It lost 0.09% market share in the last year with a 2% decline in the net income (Worthington, 2018). The report mainly focuses on the complex problems faced by Iceland Food Ltd and tries to develop some potential solution to overcome the problem












Company Overview
Iceland Foods Ltd is a British supermarket chain was founded in 1970. From 2015 it started operating as a subsidiary of Brait SE. It offers specialized frozen foods with prepared meals and vegetables. It also offers non-frozen items including fresh foods, meat, dairy, food cupboard, households, party food products, drinks, and Charismas products. It has approximately 880 stores in eleven countries. Almost 89% of total stores are situated in the UK. Almost 26,000 employees work at Iceland Food Ltd. it has more than £2.05 billion annual turnovers with £164 million net profit in 2017. It has also 2.2% of the total market share in the grocery industry (Gano, 2017).

[bookmark: _Toc5105726]Describing the problems, scope, and impact of the problem faced by Iceland food limited
There is the inconsistency of performance in the annual performance statistics of Iceland. Though the firm focuses on quality, healthy, and environmentally friendly products with superior services, due to internal and external factors the company is facing inconsistent results. At present Iceland has 2.1% of the total market share of the grocery industry in the UK. But in 2017 Iceland had 2.19% of total market share which is 0.09% higher than this year. Major market players in the grocery industry including Tesco, Sainsbury’s, and Asda have a growth of more than 2.5%. Its nearest competitors like Adli, Lidl, and Ocado has almost 10% growth where Iceland is losing the market. If the declining is continued for a long run the company is expected to lose competitive advantage, market image, and expected required profit performance. Net income in the first quarter of 2018 is £37.1 million which is £1.5 million lower than the last year. Besides, in 2015 it had net income of £184 million. But in 2017 it was decreased to £164 million (Butler, S. 2019). As a result, the company is failing to earn the required rate of return and expected to earn requirement by the investors.
Performance trend of Iceland is not consistent over the last few years. It may result from the inappropriate operative strategy, ineffective use of human resource and promotional program, and the failure to use proper information for the right strategy. If the profit performance is below average from their competitor, the company may not provide proper incentives to the employees and may not fulfill the stockholders minimum earning requirement. Failure to provide proper incentives to the employees will result in dissatisfaction of the employees, increase employee turnover rate, and further decline of the performance. The process may follow a continuous cycle and there might be a continuous decline in the annual turnover of Iceland (Worthington, 2018). As a result, the ultimate sufferer will be the owners, managers, government, employees, and customers as well.
The burden of the declining performance goes to the top management who are in the position to develop suitable strategies for the competitive grocery industry in the UK.
[bookmark: _Toc5105727]Analysis of information to identify the sources of the problem
We need to clearly understand both the internal and external factors that affect the operation of Iceland. It will help us to clearly describe the source of problems and will provide reliable strategic solutions to overcome the problem as well. For this, I have used PESTLE analysis as a part of external analysis and SWOT as a part of the internal analysis.    
PESTLE analysis
A PESTLE analysis is one of the most useful tools for detail understanding the impact of the external environmental factors in an organization. A comprehensive PESTLE analysis of Iceland is described below:
	Political factors
Recent political issues like Brexit have a direct impact on the performance of the grocery industry in the UK. Recent political instability and arguments may result in a potential threat to the business organizations both in the UK and European countries. There may be an increase in the cost of capital due to the restriction of fund flow, increase in different tax rate and tariff for cross-border trade, operation cost, and cost of the labor force as well (Butler, S. 2019). Factors mobility may also decrease due to the recent Brexit issue. But the incidence may not last for the long term. This factor may affect all the market participants equally.
	Legal factors
Legal factors create boundaries for business organizations. Violation of rules and regulations is subject to punishment. There are different corporate regulations, social regulations, consumers' law, employees' laws, and environmental laws in the UK to control overall business operation. Applications and implementation of these rules and regulations create challenges and obligations for business organizations (Shaikh, 2018). Along with that, there are some corporate standards and code of ethics to control organizations in the UK. While developing strategies Iceland should clearly honor these legal standards.

	Economic factors
Recent economic factors analyses show a very alarming report for the business organizations in the UK for the short run. There may a decrease in GDP by 0.5% after the Brexit. As a result per capita income and expending of the people of the UK will also decrease. Besides, it is also expected that the living expenditure will also increase in the upcoming years (Gano, 2017). In the long run, it is expected that the economy will stable and the business organizations will find more opportunities in the UK. But overall economic factors are still favorable for business organizations in the UK.
	Environmental factors
Environment consciousness among people is increasing very rapidly. Government is focusing on anti-pollution activities with the increasing use of environmentally friendly products. The demand for using environmentally friendly products with recycling procedure is increasing very rapidly in the UK (Shaikh, 2018). In this regard, Iceland is a pioneer among the market participant in the UK grocery industry.

	Social factors
There is diversity in culture, values, belief, and behavior in customer group in the UK. They have different aspects, choices, and different making strategies. Besides, different societies have a different mode of communication, occasions, and perceptions. As a multinational company, Iceland should clearly understand these factors to develop strategies for a different group of customers for creating long term relationship (Worthington, 2018).   
	Technological factors
The technological revolution is bringing the business world in hand. It is very crucial for overall management, production, and promotion system (ADAIR, J. 2019). It can easily enable Iceland to reduce its marketing cost with the increasing possibility to reach mass customer group. It is also very crucial for effective communication using different modern cost-effective communication channel like Facebook, Twitter, Website, Email, YouTube, etc.



From the above analysis, we can assume that the external factors offer challenges and opportunities for all the market participants in a non-discretionary way. But we have already seen that some of the groceries are performing above average in the UK. So, the performance of an organization will be mainly affected by the internal factors and their uses in different situations (Shaikh, 2018). Regarding this, I have further used SWOT analysis to determine internal capabilities to pursue opportunities and overcome weaknesses.
	Strengths
Iceland food ltd. is well known for its quality and environment-friendly products with differentiation and higher ethical standard. Iceland has also declared to stop using palm oil as an ingredient in all its own brand food. It will increase market image as the decision will help not to destroy rain forest.
Iceland has more than 750 stores in the UK and another 75+ store in eight countries outside the UK. As a result, it can easily reach a mass group of customers using their sophisticated network chain of 825+ stores all over Europe.
Around 26000 employees work in Iceland. They have a diversity of skills, knowledge, and experience. Iceland can use this resource for getting competitive over its competitors (Shaikh, 2018).
It has also the ability to use mass technological resources to increase its servicing area and increase valued customers as well.
	Opportunities
The UK has a growing grocery industry. Technology has reduced the market gap between large and small market participants. Digital marketing and electronic revolution make it easier to reach the mass customer group within a shorter period of time. There is also an increasing demand for environmentally friendly products and services with innovative and creative business ideas (Gano, 2017).  
Besides, a large company like Iceland has opportunities to expand business Asian and African countries.  
There is also scope for niche marketing to reach mass customer groups and use focus differentiation strategy as well.
The Brexit issue will also introduce opportunities like expanding business in different countries as well.


	Weaknesses
Iceland is quite reluctant in introducing its services in low affluence areas. As a result, it is losing opportunities to reach a potential market segment.
Iceland is more concentrating in the UK market. As a result, large competitors like Tesco, Sainsbury’s, and Asda have already captured a large portion of the market.
Iceland has also the weakness of increasing diversity in their product line. It is more concentrating on frozen items and sells of other grocery items are decreasing (Worthington, 2018).
There is also the existence of signs point to the serial acquisition.
Recently Iceland is reducing debt from its capital structure. As a result, it is losing the opportunities of tax shield benefit.
	Threats
There is a structural change in the UK. As a result future price war may further increase in the grocery industry. Besides, Brexit issue may further decrease overseas returns as well.
Iceland is facing increasing challenges while expanding international operation from Wal-Mart, Asda, Sainsbury’s, and Tesco.
The Brexit issue will also decrease per capita income of the people in the UK.  As a result, their purchasing power is also expected to decrease (Shaikh, 2018). 







[bookmark: _Toc5105728]Sources of problems faced by Iceland
From the above analysis, we can say that the inconsistent performance of Iceland results mainly from internal factors. There are some external factors that have boosted the inefficient management of internal factors.
Focusing more on the short term rather than long term
Recent analysis shows that Iceland mainly focuses on short-run performance. They are not expanding and enhancing the appeal of existing business their business. They have also lack of efficiencies to roll out new and exciting food lines that are unique to Iceland. Besides, they are not smoothening their supply chain as well.
Extra focus on frozen items 
Nowadays customers prefer diversity and they have little time to visit multiple groceries in a single day. Though Iceland has diversified products in their stores the mainly focuses on frozen items. As a result, there is a lack of concentration for other products and services (Gano, 2017).
Incompetent use of human resources
 Nowadays organizations use their human resource as the most competitive factors. Implementation of strategies and control of business is solely performed by human resources. To make them competent Iceland needs to spend more on training and development and provide performance-based incentives to increase the performance of the employees. Besides, they also need to increase the implementation of a management succession plan for internal promotion. But in last year Iceland recruited more than 1000 employees from external sources where more than 100 are a managerial post (Shaikh, 2018). It shows their inefficiencies to use internal employees in the top management. 
Inefficient use of digital technology 
Digital technology is very crucial for the effectiveness of operation, sustainable promotion, and maintaining smooth communication with different internal and external parties. It also reduces cost, minimizes errors and mistakes, and ensures superior quality. But due to lack of efficiency, Iceland has failed to reach the potential customers and failed to build a long-run relationship as expected.

Failure to implement proper strategies in the grocery price war
Grocery industry in the UK is controlled by numerous large and small retailer chains. There is higher competition for market share. As a result market participants need to determine proper pricing strategies considering the aspects and demand of the customers (Gano, 2017). Besides, they need to focus on the quality of the products and services for creating a loyal customer base. But Iceland has failed to implement proper pricing and positioning strategy to capture a large group of customers. 
Failure to expand business internationally in large scale
Iceland is a multinational operating in nine countries. It has more than 800 stores in those countries. But almost 80% of total shops are in the UK. As a result, the company is a lack behind in pursuing the opportunities of globalization.   

[bookmark: _Toc5105729]Alternative solutions for the current situation
Iceland should increase customer involvement and increase the use of modern technology to overcome the current problem. They should also increase employee engagement programs to increase employee satisfaction. Besides, they should develop strategies regarding the long run focus. Some of the alternative solutions are described below:
Increase the use of digital technology
They should introduce digital technology for both their internal and external purpose. They should increase the open communication channel with the customers using digital technology. Besides, they need to focus more on digital marketing program with an online distribution platform. For this, they can use their own website, social media like Facebook, LinkedIn, Instagram, tweeter, email to increase promotional activities (Gano, 2017). 
Increase customers’ concentration and value their feedback
Customer responsiveness is treated as the core value for success nowadays. Customers are considered as the most valuable assets for any business organizations. For this Iceland needs to develop a proper database containing suitable customers' information. They should focus on customers demand, taste, choice, and perception while offering services. They should also open direct customer feedback channel to deal with customers problems properly. It will increase customer satisfaction and bring more new customers to Iceland. Besides, they can introduce a valued customer program for rewarding loyal customers (Butler, S. 2019).
Focus on the smooth supply channel
Smooth supply channel is very crucial for the grocery industry. They need to focus on the cost-effectiveness with smooth supply functioning for creating a strong supply channel.
Forefront of innovation through unique private label products
Product diversification and proliferation is very crucial for the competitive business world. Iceland should able to introduce innovative unique products on a regular interval. It will increase the interest of the customers. Besides, the diversity of the new product will help to bring new customers as well.
Increase employee training and development programs and succession plan
Iceland needs to develop its human resource as the most competitive factors. To make them competent Iceland needs to spend more on training and development and provide performance-based incentives to increase the performance of the employees. Besides, they also need to increase the implementation of a management succession plan for internal promotion. It will increase employees' corporate citizenship behavior and increase organizational performance as well (Shaikh, 2018). 
Focusing on the long run strategies
 Iceland should focus on an international expansion strategy. It helps to introduce their services to diversified customers (Gano, 2017). They can also increase the appeal of their services in the international market. But they will get the benefit after a particular time period. 
Analyzing different alternatives, we can conclude that Iceland should introduce new digital technology for both its internal and external purpose. For this, they should arrange a mass training and development program. Besides, they also need to focus on the international expansion strategy. in this report, we have focused on introducing new technology in five representative stores with a training and development plan. 


[bookmark: _Toc5105730]Application of different decision-making tools
We need to analyze different alternative decision-making model for understanding the viability of alternative solutions that are suggested for Iceland Food Ltd. for this I have used two different techniques. These are described below:
Burke Litwin Model
Burke Litwin Model is a very effective tool used for organizational change. The model mainly focuses on external environmental factors with twelve dimensions. The model helps to focus on the critical aspects of the management and staff for collaboration to achieve new strategies and goals. Iceland's mission, vision, goals, strategy, culture, leadership, and operating strategies are expected to affect by the external environment. For this Iceland needs to control 12 different dimensions during the organizational change. The dimensions include the external environment as explained in PESTLE analysis, mission, strategy, leadership, organizational culture, structure, systems, management practices, work unit climate, tasks and skills, individuals’ values and needs, motivation level, and individual and overall performances. Managers should able to identify how each of these factors interacts with others during the implementation of the new plan (Butler, S. 2019). They should develop a supportive pillar by choosing the right leadership style among these factors for smooth and effective change.
[image: ]
Figure: Burke Litwin Model
Cost-benefit analysis
Analysis of cost-benefit is very crucial to understand whether the new plan is fruitful for Iceland or not. For the new plan, cost includes new technology cost estimated £50,000, training and development cost is estimated £20,000, and another miscellaneous cost is expected to £30,000. Total cost will be £100,000 for introducing new innovative technology in Iceland. The expected benefits are an increase in sales revenue is estimated 12%, increase in market share is expected to increase by 8%, an increase in profit margin is determined 10%.  
[bookmark: _Toc522952917][bookmark: _Toc530594064][bookmark: _Toc5105731]Plan for implementing the solutions	
We have developed different alternative solutions to overcome current industry adjusted below average performance. For this, Iceland needs to introduce new innovative technology to increase internal efficiency, effective communication, and increasing customer responsive behavior (Proctor, 2009). Besides, they need to expand their business outside the UK to increase the appeal of their product and services. For this a comprehensive plan to implement the new actions are described below: 
Developing a SMART plan
First of all, we need to develop a SMART plan. It will be Specific, Measurable, Attainable, Relevant, and Timely. Here Iceland wants to increase its market share by 8% for the upcoming 12 months period. There will be also a targeted increase in operative profit margin by 10%. For this, we will select five representative stores, four in the UK and one in outside the UK (Worthington, 2018). Besides, as a part of expansion strategy, it will launch a new branch in Scotland. They will also increase product diversity as well.
Developing cost structure
To introduce new technology the budgeted fund is £50,000 for five stores. Training and development cost is estimated £20,000, and another miscellaneous cost is expected to £30,000. The expected benefit will come for a longer period of time. For this outcome will be compared to the benchmark.
Selecting the benchmark
For the upcoming 12 months period increase in sales revenue is estimated 12%, increase in market share in these locations is expected to increase by 8%, an increase in profit margin is determined 10%. The target will be reviewed in every month and compare the performance to 1/12 for each segment (Gano, 2017).
Implementation strategy
To implement the strategy Iceland needs to coordinate the internal and external factors. They should focus on the increasing team working, communication, decision making, interpersonal skill, and customer focus. Mass training and development program will increase the efficiency of the employees in case of managing and using new technology (Proctor, 2009). Besides, they will introduce performance base payment in these targeted stores.
Controlling the challenges
For implementing a new plan Iceland needs to be very conscious about some internal and external factors that can bring tremendous challenges for them. These factors include political, economic, legal, environmental, social, and technological factors (Gano, 2017). Besides, they should also control the cost structure with the motivation of the employees. Using a participative decision-making technique can be very fruitful for them.

[bookmark: _Toc5105732]Communication strategy with the stakeholders
Stakeholder refers to the parties that have an interest in Iceland and can either affect or be affected by Iceland food ltd. Stakeholders of Iceland include investors, employees, customers, government, suppliers, lenders, etc. According to our suggestion, Iceland is going to introduce broad new innovative technology, extensive training and development program, and international expansion strategy.
The proper communication strategy will help to build and establish trust (Shaikh, 2018). Iceland needs to classify both the internal and external stakeholders to avoid duplication in case of communication. To communicate with the investors is required detailed information about the new plan. But some level of information is not required for the customers and suppliers. For this Iceland can follow four steps communication strategy as described below: 
Identify the different level of stakeholders
According to the stakeholder's concern and needs, Iceland can classify stakeholders intro two major part including the internal and external party. Internal parties include investors and employees where external parties include customers, suppliers, and government.
Develop a program communication strategy
For internal parties, Iceland needs to provide more detail information including the cost structure, benefit, and overall implementation strategy. For this, they can arrange different seminars, meeting, or broad program. On the other hand, to communicate with the outsiders, they can use different social media, corporate programs, fair, etc. They may provide information regarding the goal, mission, and objectives (ADAIR, J. 2019). In both cases, they can use formal and informal mode of communication using digital technology.
Continuous assessment and follow through
Obtaining feedback and understand the involvement is very crucial for understanding the effectiveness of the new strategy. They should continuously evaluate their communication strategy and if there is any requirement of improvement they should immediately do that. 

[bookmark: _Toc5105733]Developing appropriate monitoring and review framework
Implementation of any plan requires proper monitoring and review framework. Iceland needs to apply control and monitoring system to input, process, and output functions. A comprehensive monitoring and review framework for implementing new technology with mass training and development activities is described below: 
Designing a monitoring system
First of all, Iceland needs to define a monitoring system. It will include the overall monitoring standards, benchmark, techniques, feedback mechanism, and controlling mechanism. It will work as a guideline for overall monitoring and controlling functions.
Developing a monitoring team
To monitor the overall activities Iceland will develop a team of four members consisting of a team leader and three team members. There will be a specification of roles and diversity of skills and experience required for effective monitoring (Proctor, 2009). 
Developing a scheduled supervision date
Continual and periodic supervision need to be in front of organizational improvement. Managers of Iceland will develop a comprehensive schedule to supervise and monitor the overall development plan for the next 12 months period. It can be a daily or weekly basis or even can be a surprise visit.
Developing channel for the corrective mechanism
Collecting feedback from different stakeholders and taking corrective actions are the requirement for the success of any development plan. In this regard, the top management of Iceland should develop an open feedback loop with the instant corrective mechanism. There should have a direct channel for communication for newly developed services (Shaikh, 2018). 

[bookmark: _Toc5105734]Conclusion
It is an unavoidable necessity for Iceland to adjust its business model with the rapid-changing business environment. They should focus on the long term prospects of the stakeholders. Intensive use of digital technology with a diversified product line can play a very crucial role for future achievement. Customer focus, investment management, proper advertising is also very crucial for success as well (ADAIR, J. 2019). We have developed different alternative solutions to overcome current industry adjusted below average performance by introducing new innovative technology to increase internal efficiency, effective communication, and increasing customer responsive behavior. Their international expansion strategy outside the UK will also increase the appeal of their product and services in the international market. Application of these alternative solutions can give Iceland a very competitive position in the international grocery industry.
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