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A critical perspective of ASDA in relation to it’s CRM, Ethics, Sustainability and Quality policies and operations



Executive Summary


Asda has seen sales continuously falling in the last ten years and has reacted too slowly to the ethical and sustainability demands of its customer base. Top management must understand the need to integrate ethics trading and sustainability practices as added value to enhance customer experience. Reviewing and generate an ethical trading and sustainable resource as differentiation strategy to improve current ethical and sustainable practices. Including managing social media, to invest and develop in technologies such as Scan and Go to ensure customer continue save money, live better.
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1. Introduction


The way of dealing with customers’ needs and demands for business organisations has changed rapidly in the last ten years. Advanced digital technology and mindful conscientious customers increasingly demand organisations to meet their ethical and sustainable requests.

This review report was requested by the Marketing and Operations Director, on 5th February 2020. The purpose of this report is to review and examine the possibility of implementing ethical trading policies and building sustainable resources within Asda’s Customer Relationship Management. This report also researches the effect of quality management using the Quality Management System model to link with its Customer Relationship Management. Asda is currently facing internal and external criticism which initiated this review request from the parent company Walmart. This report will be submitted on 27th of March along with a presentation.

The issue of Asda’s lack of awareness on ethical and sustainable practices, failed to define its corporate social responsibility as part of customer relationship management, which could have been the main reason Asda has lost its customer base and market share to its rivals. The author investigated what role this ethical trading and sustainable practices would play on building good customer relationship, to what extend customer experience applies to Loyalty Ladder. The author provides a strategy framework to develop and align all departments, processes and maintain an achievable target, to focus on synchronising customer experience with ethical and sustainable practices, utilize quality management keeping the brand image on the same strategy.



2. Findings

2.1	Ethics and Sustainability

“A company can outperform rivals only if it can
establish a difference that it can preserve.”
(Porter, 1996, p. 62)


Asda has a long-established reputation for low prices dating back to the 1920s, when a group of Yorkshire farmers merged and formed one large store. Between 1970 and the 1990’s, Asda continued adding different services and products to their range such as home furnishings, petrol stations, pharmacies, and online retail services, expanding into the third largest supermarket in the UK.

On 26 July 1999, Walmart announced the purchase of Asda for £6.7 billion, with the store format remaining the same but gradually implementing its U.S. Walmart multiple supercentre sections (Corporate.asda.com, 2020). The Guardian newspaper reported that Asda suffered a year of poor performance after being taken over by Walmart, as pre-tax profits fell from £791.7m in 2016 to £712.6m in 2017 (Wood, 2018). According to statistics published by Wunsch Table 2.1 (Wunsch, 2020) and Table 2.2 (Wunsch, 2019) Asda’s sales have continued to fall behind Sainsbury’s despite initiating the first supermarket ‘price war’ in 2015.

Furthermore Table 2.3 the Best supermarket shopping in store survey outcome scored by customer, and Table 2.4 on Ethical supermarket comparison score results, show that Asda customers remain unconvinced by its advertised sustainable efforts. This has resulted in it losing its customer base not to differentiator of functionality, brand or price, but to the new challenging customer experience.

Shaw et al’s (2012) definition of a customer experience is: 

A Customer Experience is an interaction between an organisation and a customer as perceived through a customer’s conscious and subconscious mind. It is blend of an organisation’s rational performance, the senses stimulated, and emotions evoked, and intuitively measured against customer expectations across all moments of contact.
(Shaw, Dibeehi and Walden, 2010, pp. 3)

Customer experience is the new emerging emotional trends of conscious and a subconscious aspect key driver in Customer Relationship Management (CRM) as it represents the highest level of meeting customer needs. The author suggests utilising The Loyalty Ladder steps to establish a link to customer experience with customer loyalty as the end game. The CRM is defined as technical jargon which is a blend of methodologies, software and internet, which are used by a company to achieve its goal through the identification and satisfaction of a customer’s stated and unstated needs and wants (Dhaka and Nahar, 2014, pp. 2191).

[bookmark: _GoBack]The author referred to Table 2.5 The Loyalty Ladder and recognised that currently most of Asda’s customer base are between Customer and Client level. Although Asda is providing low price products to its customers, so do discounter stores like Aldi and Lidl. Customers can switch easily to other stores if other stores can better meet their needs (Kern Agency.com, 2020). One of the positive effects to come out of climate change is that consumers around the world have become more conscientious consumers. Asda should emphasise its ethical trading and sustainability practices with suppliers as how it will move its business forward. By focusing on empathy, ethics and environmentally responsible operations Asda can build in added value for a more positive customer experience. The author found a good example on Asda’s Customers and Colleagues News and blogs team site which told the story of how Jacqueline Cochrane and her colleagues helped make a blind customer Raymond Semple’s weekly shopping much easier and pleasant. Such empathetic attitudes and examples of employees going the extra mile for customers is an essential skill for staff and boosts positive customer experiences for Asda. Once customers see and believe that Asda is conducting its business in ethical and sustainable ways, they will repeat their purchases and advance up the Loyalty Ladder to become a supporter or advocate for the brand.


[image: The Customer Loyalty Ladder]
(source from the Entertainer Business.com, 2020)		
Table 2.5  The Loyalty Ladder model


Customer desires for environmental responsibility are causing all organisations to review their marketing strategy. The situation is the same at Asda Marketing and Operating. The author suggests using McKinsey’s 7S Framework (Table 2.6) as a mechanism to analyse and identify the strengths and weaknesses of Asda’s current ethical trading practices. Then it can draw up an achievable strategy to align all departments, processes and outcomes for a great customer experience. This will eventually improve its competitive position pushing customers up to the advocate level on the Loyalty Ladder.

The McKinsey’s 7S Framework is a diagnostic model that attempts to identify the factors that are necessary for effective strategy execution. The model is predicated on the principle that the seven factors are interrelated and must be aligned to enhance and optimise organisational performance (1996, cited in Tracey and Blood, 2012, p. 7) Referring to Table 2.7 the author started with strategy based on customers’ needs, Asda’s senior management are required to engage with customers’ most current concerns; which is implementing ethical trading and sustainable sourcing for all its products. This action will help Asda carve a differentiation strategy from its rivals, take Asda to a higher market share position. The Structure to support this strategy is to raise awareness and obtain serious commitment from all senior management to get involved, especially in the treatment of colleagues in stores. One of the opportunities already in place for Asda is its data mining system. The data science team have been busy collecting data through customers’ in-store transactions, online orders, scan and go and social interactions. By analysing and translating huge amount of data, Asda could piece together a clear 360-degree view of customers, understand their behaviour and use it to drive change (Baldwin, 2017). The shared values are the core values statement from Asda, which is the reason what this report aims to achieve. Therefore, Asda staff require an open minded and engaging manager to lead, and to be positive towards this ethical practice strategy. All staff have been informed and understand this new direction as their goal. In the meantime, specific training is also needed for staff to update their skills to align with the new framework.


	7S Framework
	Action plan
	Currently in place
	Outcome

	Shared Values
	Service to our customer, Respect for the individual
Striving for excellence, Acting with integrity
	P
strength
	achieve by 2025.

	Strategy
	review ethical trading and sustainable resource as differentiation strategy based on customers’ want, to gain momentum recover customer base.
	O
threats
	Listen to what customer wants: corporate socially responsible.

	Structure
	Raise awareness, commitment from all senior management, store/section manager.
	O
weakness
	Whole Asda understand their role on this strategy.

	Systems
	Data mining to collect customer details for segmentation target group.
Communication system – social media.
Scan and go to save customer time
	P
strength
	To drive change, improve customer experience.

	Style
	Open and engaging Leadership.
Positive work attitudes and culture in Asda.
	P
opportunity
	Positive feedback from customers.

	Staff
	New Recruits briefed with new Ethics practices and shared values as goal.
Flexible and responsive to customer needs.
	O
weakness
	Understand Asda shared values.

	Skills
	Training for grocery shopping online. Training on Ethical and Sustainability awareness for the future workforce.
Empowerment – staff to take ownership issue direct from customers.
Customer Service team dedicated to response to shopper in store for engaging and feedback.
	O
weakness
	To reduce complaints. Highlights awareness, decision making.



Table 2.7  McKinsey 7S Framework action plan and outcome



2.1.2	Asda policies and practices

Asda’s shared values claim to respect and value staff, however since 2017 it has forced staff, under the threat of dismissal to sign new flexible contracts with worse terms and conditions, creating uncertainty for many. This led Asda to have 86 percent of employees on the store front to be on hourly-paid contracts. Such unethical practices to its own employees have provoked customers to boycott Asda and shop elsewhere. The author urges senior management to acknowledge that employee retention is as important as customer retention (Dhaka and Nahar, 2014). In contrast, Sainsbury’s has been voted one of the top companies where the UK wants to work now by LinkedIn survey. (LinkedIn.com, 2019)

The evidence the author gathered from Glassdoor company review showed that senior management have a lack of trust or disrespect for colleagues. Negative comments such as “Section leaders can be horrible, I was ignored and walked past for 2 weeks because I was changing departments”, and “Never received a proper thank you for a job well done, only ever off my manager never higher up. However, higher management were quick enough to criticise you and your team if something had been done wrong” are commonplace. 

Sainsbury’s, which achieved Gold awards for Investor In People recognition, praise such as “There was no cones to working” And “I have nothing bad to say!” are the norm. Another competitor of Asda is Aldi, which has fewer employees compared with the bigger two, yet on the Glassdoor review, satisfaction with Senior Management scored 3.2, where Asda and Sainsbury’s only scored 2.8.

From the ‘Best and Worst Supermarkets of 2019’ survey, the author also found that Asda were the worst offender for using too much plastic for fruit and veg packaging compared with other supermarkets. The Asda 2019 Annual Report stated that only 30 percent of its own brand packaging was recycled, compared to 35 percent since 2005 by Sainsburys in their 2019 Annual Report, and they also committed to increase this to 50 percent by 2025, years ahead of Asda. Asda is aiming to change plastic packaging to 100% recyclable material by 2025. This will be considered as taking too long and misreading the customer needs of change, they require a much quicker response and action from a big organisation like Asda.

Asda current achievement:
[image: ][image: ][image: ] 
(source from Asda.com)





Sainsbury’s current achievement:

[image: ] [image: ] [image: ]
(source from Sainsbury’s.com)

Another positive effect of climate change is that consumers around the world have become more aware of their power to demand that big organisations be more socially responsible. Asda’s customers have changed their consumer behaviour moving towards more ethical choices. Asda have responded by stocking more sustainable choice including seafood, chocolate and others. These are the future trends that will help Asda move forward, engaging and maintaining good customer relationships and enhancing customer experience. However, Sainsburys are able to offer 100% local farm produce on fresh chicken, eggs and milk, a much higher achievement and a much more sustainable choice for customers.

Sustainable sourcing meaning working with suppliers to ensure they can produce the quality products that meet QMS standard, but also building a unique relationship to help them to implement risk management, providing support and training, and help women to make their own living. Asda own fresh fruit and veg operator IPL which control all the supplies and distribution to all UK stores, which claims to be developing long term relationships with growers and supplier. IPL has utilised its power to reduce the cost of supplies to save money for customers, which has squeezed growers and suppliers, making many unprofitable and unsustainable.
2.2	Quality

2.2.1	Quality Management System


“Quality is one component of customer-perceived value, but so is the price or sacrifice of resources that the customer has to pay to obtain the product or service” (Karlöf and Östblom, 1993).


Asda have implemented a cloud-based Quality Management System to improve productivity and encourage innovation (Lemmon, 2016). A QMS (Quality Management System) can be defined as “a formal record of an organisation’s method of managing the quality of its products or services. It needs a systematic, ordered approach, leading to third-party certificate of the system, not the quality” (Beckford, 2002). It provides a basis for measuring and monitoring quality performance, enables organisations to achieve goals, and prevents good practices from slipping. Being equipped with a QMS certified ISO 9001 standard allows Asda to compete against European competitors such as Aldi and Lidl.

Asda is working closely with International Procurement Limited (IPL, launched 2014) to ensure supplies of all fresh fruits, vegetables, houseplants and flowers achieve the highest standard possible. The certified with ISO 9001 standard acts as added value to give customers the confidence to buy from Asda (Asda.com, 2020). This QMS allows buyers to trace items to source. Throughout the whole operating and accountability process Asda demonstrates to customers that it takes its product quality very seriously; in an attempt to gain trust and enhance both customer experience and customer relationship continuity.

Asda have defined the means of testing, measuring, monitoring and rules at many levels of its business activities to implement the QMS ISO standard. This shows that the board management is committed to achieving the highest standard possible for the benefit of its customers. Providing high quality products and services to meet customer needs, pushes customers up the Loyalty Ladder to become loyal customers.

One of the requirements of QMS is that it demands continuous improvement, however there is no accreditation to a particular standard for both quality of output and services of the organisation (Beckford, 2002). This means organisations need to be creative to continuously develop new ways of processing more effectively and efficiently, driving down costs of production, and installing A.I. technology to reduce waste and time. Eventually, all these activities encourage creativity and innovation and drive down production cost, which means cost savings could be passed on to customers.

Further from this continuous improvement requirement, Asda’s own brand ‘Extra Special’ has improved most of its quality and recipes to exceed customer expectations. Asda recorded an increase of sales of 5 percent year-on-year ahead of it forecast (Asda.com, 2020). This has provided a business opportunity for competing with other brands, and provided additional positive outcomes from implementing Quality Management System.

Ensuring all its products acquired QMS ISO 9001 certification undoubtedly became a competitive advantage for Asda. It enabled customers to perceive Asda as trustworthy, accountable and associated with value for money. This significantly affected customer confidence and satisfaction, changing customers to choose Asda as their favourite brand, pushing customers further up the Loyalty Ladder to become advocates for the brand.

To acquire QMS ISO 9001 standard Asda needed to record, test, implement, measure, and monitor all procedures and processes as stated by the system. Such efforts required specific skilled employees to fulfil this seemingly never-ending data analysis and could have been considered a waste of resource in terms of manpower and wages.

The Quality Management System may be seen as a good practise for a responsible organisation to have, but it does not address the actual shortcoming of the organisation or loss of market share. The system only stresses meeting quality requirements, if the organisation faces other problems such as unethical practices, financial shortfalls, or I.T. failures, implementing QMS ISO 9001 will not be a suitable solution.

Conclusion


Asda management need to acknowledge their failure to meet the changing needs and demands of its customers, which led to the loss of customer relationships. Management must understand that managing customer relationships includes initiatives, engagement, satisfaction, and standards and all these factors drive better customer experiences. Reviewing and updating Asda’s ethical trading and sustainable resources is most pressing, marketing strategies should take a different approach by integrating and fully implementing ethical and sustainable policies and practices. Asda also needs to increase customer engagement via surveys, social media, feedback to continuously improve social responsibility and be counted as one of leading retailers in this field.

“The customer experience will be the next business tsunami.”
(Shaw and Ivens, 2002, p.1)

Combining The Loyalty Ladder Model and McKinsey’s 7S framework to align with Customer Relationship Management and Quality Management Systems will assist Asda to improve and create new opportunities to engage with customers that prefer new experiences, and fulfil these customer’s needs. Although Asda have launched its Scan and Go and mobile apps version, but its digital shopping experience is falling behind Sainsbury’s Smartshop and contactless store.

To sum it up, by updating its ethical trading and sustainable resources policies and practices in line with corporate social responsibility which is what customers needs, Asda can attain its target and help both its employees and customers to save money, live better.























Recommendations


Following the report findings of differentiation strategy to enhance customer experience, recommendations based on McKinsey’s 7S framework are given below.

Ethics
· Suggest appointing a dedicated Customer Service team who concentrate on helping customers on the shop floor, with different colour uniforms and a clear name badge to allow customers to recognise them instantly. Increasing direct face-to-face contact with customers as first point of contact could create good rapport for the continuity of customer relationships.  This can relieve pressure from other store colleagues to concentrate on their tasks such as stocking shelves or delivering online shopping. Highly responsive and visible customer services are crucial to fulfilling customers’ expectations and creating interactive customer relationships as a marketing tool to strengthen competition against other supermarkets.

· Leadership Training for Senior Management personnel. During this research it has emerged that Asda’s satisfaction rating for Senior Management is extremely low on the Glassdoor company review. This reflected a lack of good leadership skills among the senior operating management group. Strong leadership is vital for leading employees towards the chosen strategy path, making decisions with clear instructions guiding employees to adopt the new changes happening within the organisation.

· Specific training courses for online order pickers, to reduce complaints on grocery online orders due to poor items being substituted. The basket checkers need to be more careful, because bad quality food and bad service could damage Asda certified ISO 9001 standard. Ensuring QMS procedures are briefed at all levels improves the quality of service delivery to customers.

Sustainability
· Packaging quality – Asda needs to improve some of its own brand products packaging urgently as it looks very cheap and unattractive. People assume cheap packaging equates to poor quality products. By investing in better designed and sustainably sourced packaging material, it is possible to change customers’ perceptions, increase awareness, provide better value for money and change buying preferences or habits.

· New Products – Asda should deploy a focus group working on delivering consistent premium quality products. They should work on testing their own products against competitors, which allows Asda to find any quality discrepancies. Implementing QMS steps for correcting weaknesses, assurance on quality control, and ensuring new products excel competitors' quality and customers’ expectations around value for money.

· As most interactive and engaging communication with customers has moved to social media, Asda need to deploy a team to engage consistently with customers, and harvest feedback for future trends prediction. The latest launched of Scan and Go has opened another new channel for data collection, relevant analyses can be passed on to CRM and marketing (Baldwin, 2017) 



Quality
· Inner-city living lifestyles with easy access to technology in fast pace environments has created a new wave of young professionals with high spending power who favour shopping via apps and using convenient methods. Instead of building more supersized building on the outskirts of cities, Asda could develop a smaller more convenient store formats similar to Tesco Express. Asda should explore factors that contribute to innovative infrastructure design, location, lifestyle profile, technology, spending power, and sustainability. Asda should make its own premium brand more accessible and available in this modern type of store in an effort to influence brand image and attract a new clientele.





























































Appendices

Table 2.1  Market share of grocery stores in Great Britain from January 2015 to January 2020
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  (Source from Statista Ltd., 2020)

Table 2.2  Percentaga change in sales at Asda in Great Britain from September 2014 to August 2019
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              (Source from Statista Ltd., 2019)
Table 2.3  Best Supermarkets for shopping in store

[image: ]
  (Source from Which?, 2020)

Table 2.4  Ethical Supermarkets Ethical Comparison Table
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                   (Source from The Good Shopping Guide., 2020)
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                   (Source from The Good Shopping Guide., 2020)
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2019 All Rights reserved The Ethical Company Organisation.
   (Source from The Good Shopping Guide., 2020)


















Table 2.6  McKinsey’s 7S Framework
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