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Analysis of the problem at ASDA
Introduction
	The current economy of United Kingdom has shifted into a period of negative inflation. For the first time since the 1960s, the UK supermarkets have experienced losses and reduced profit margin due to the currency turmoil facing the region. Jones (2018) reports that traditional UK supermarkets, for instance, ASDA shares, have fallen by 0.4%. The threat has been popularized by the entrance of discounted chains and low price supermarket models such as Lidl and Aldi. Previous surveys report that the discount chain entrances into the market have enhanced competition and lowered the ASDA market share percentage from 17.3% to 16.9%. As a result, the company has been forced to lower its prices to discount level to keep up with the high competition and hold on to more shares. Also, ASDA has faced issues resulting from speciality grocery chains, which have consumed its market share on the higher end. The chains have taken the advantage of speciality trends, for instance, organics and used them to trade on the high-end cache, thus reducing ASDA market share and profit margin. 

ASDA SWOT Analysis
	A SWOT analysis is a technique employed in a firm to determine its competitive position within the market. The technique identifies the company’s strengths and weaknesses, as well as opportunities and threats within the market. For a SWOT analysis to be conducted in a business environment, the firm’s iterative processes need to be coordinated effectively among various departments. Various scopes, such as the strengths, weaknesses, opportunities and threats, exhibited by the company must be considered depending on the impact and the nature of the problem.

Strengths
ASDA has been ranked as the third-largest retailer in the UK. As of December 2019, the company’s market share was 14.8% considering its increased number of stores (630). It is prominent for its effective strategic management. Over the years, the company has hired effective managers from big global companies like Carrefour. Also, ASDA expansion has contributed to its increased competition in the previous years. The company serves more than 19 million customers every week through its diverse stores and platforms. For instance, those are supercentres, superstores, ASDA living, petrol film stations and gas stores. The company is also prominent in skilled labour force where it extensively invests in employee training. It also offers a wide range of products and has partnered with strategic suppliers, dealers and retailers to establish a clear supply and distribution chain. The company has established a brand in the UK with a large product portfolio which offers several unique products. 

Weaknesses
	Even though the company is spending more on general research, it does not concentrate on innovative products in the industry like other players, therefore increasing its vulnerability in the competitive market (Jones, 2015). ASDA is also exhibiting low current ratio. Jones (2015) affirms that the current ratio plays a significant role in determining the company’s ability to manage its short term obligation. Therefore, ASDA will most likely face liquidity challenges soon as it is already facing cash flow challenges. The profit margin of the company, according to Williamson (2018), has reduced for the past few years due to the entrance of new discounted chains that have taken advantage of speciality trends. Also, ASDA market share has reduced overtime due to the prolonged failure to research consumers’ preferences and behaviours. The company is making decisions based on the two-years customer data instead of analysing the current turmoil situation in the food industry. Recent reports also confirm that the company has been mirrored in some controversies such as price fixation of dairy products. Also, the ASDA price quotation restricts it from entering other countries. The company’s products prices are high and cannot fit into foreign markets (Jones, 2015).

Opportunities
	ASDA can take advantage of the government incentives that promote healthy leaving and use it to conduct operations associated with the sale of organic products. The latest UK surveys report on how government incentives have facilitated consumers’ agility to shift into the new organic market. Another opportunity is the increased online penetration. The global 2018 Internet survey confirms the increase in the number of the Internet users with a Facebook penetration of 56%. Meaning, the company can acquire a larger market share through the expanding its online operations. The reduction of trade barriers is another opportunity that the company can use to secure more market share. Also, the increasing population and the emergence of new technologies, such as artificial intelligence and machine learning, present new growth and expansion opportunities which the company can employ to automate its services and operations. 

Threats
	The primary threat in the industry is negative inflation. Jones (2015) notes that the prices of products in the UK have deflated, resulting in reduced profit margin and increased losses in the industry. New players, for instance, Aldi, Lidl, and specialized chain stores have flooded the industry and stiffened its competition. Increased innovations have also posed new challenges associating to consumers’ tastes and preferences. Also, reduced market shares, stimulated by the prevalence of discount chain stores, have posed a major threat in the industry. 

PESTLE Analysis of ASDA Macro-environment
The macro-environment analysis of ASDA aims at providing an overview of the factors affecting the UK industry and being the threat to the players within the market. PESTLE analysis, as stated by Kush (2017), is a mnemonic that can be expanded to denote the political, economic, social, technological, legal and environmental factors affecting a business environment.

Political Factors
UK supermarkets are affected by various political issues ranging from government taxes, legislation acts, country’s stability and incentives. The first political factor affecting the ASDA environment is the independence of Scotland. Scotland independence could supply chain issues, the introduction of pension laws and the addition of administrative costs that would affect the operational costs of all the supermarkets in the Scotland industry. Further, the Scotland low tax system could also impact the supermarket industry positively by offering them the opportunity to venture into the country and operate at a low cost. 
Secondly, the political issue of the UK leaving the European Union poses significant challenges to the industry. states that leaving the EU means leaving a prime trade zone. Therefore, EU countries importing their products from the UK could be reluctant to conduct their operations there, thus decreasing the industry market share. Equally, the Brexit exit could also pose a great challenge to the end customers and decrease the demand of the products since any negative changes (import duty on products) stimulated by the Brexit uncertainties will be leveraged on them. 


Economic Factors
Economic factors are elements such as inflation rate, rising salaries and growth domestic product of a company. Palmer (2014) reports that they are factors that impact the demand of products, cost of products and business profit margins. UK industries are currently experiencing the negative inflation in food industries. Despite the gradual recovery of the economy, there is still a noticeable recession in the food industry. As a result, UK supermarkets have registered a decrease in profit. 
In addition, the increase in fuel prices has posed a significant challenge in the industry. Farooq (2018) argues that increased fuel prices have limited consumers’ access to the supermarkets and distorted the transport system. It has increased the transportation expenses incurred from moving products and services to different regions within the country. The fluctuating income disparities directly influence the supermarket industry through the limited or increased sale of products. The UK gross domestic product and employment rate has increased denoting the stability of the economy and increased consumer spending.



[bookmark: _GoBack]Social Factors
	These are challenges and opportunities posed as a result of consumers’ lifestyle changes, demographic trends, education changes and labour composition. Kush (2017) reports that one of the major lifestyle changes impacting not only the supermarkets but the whole food industry is the consumers’ high agility of organic and healthy products. 62% of UK adults, according to Palmer (2014), are practising healthy lifestyles and limiting sugar and alcohol consumption, therefore limiting the sale of processed and sugary products in the industry. 
	Also, the increased penetration of the Internet has shifted the buyers’ behaviours from walk-in stores purchases to online purchases. Bush (2019) notes that the UK’s demographic trends have changed the shopping habits of buyers and altered grocery purchases. The latest survey reports that 47% of UK consumers prefer purchasing in small stores rather than doing big basket shopping employed in supermarkets.

Technological Factors
	Bush (2019) associates technological factors to innovations that present expansion and improvement opportunities in the industry. They are stimulants behind faster services and increased customer satisfaction. Among the technological factors affecting the UK food industry is increased social media penetration. (Hammett & McMeikan, 2014) Notes that social media has presented diverse opportunities in the food industry. Its prevalence has facilitated free adverts through twitter and Facebook pages and presented supermarkets with a customer feedback portal used for further improvements. Technological trends such as automation of check-list systems in the UK have eliminated long supermarket queues and improved customer services.

Legal Factors
	These are the laws and regulations in the UK industry that affect ASDA operations, for instance, the competition law and consumer rights. Hammett and McMeikan (2014) affirm that the former provides guidelines that the business operating in the UK must comply, with while the latter describes the set-out standards of consumers. The legal factors, such as packaging and labelling laws, also affect the supermarket industry in the UK.

Environmental Factors
	These are the climatic factors affecting the supply and demand for goods and services. For instance, favourable weather positively impacts the growth and harvesting of goods and products, and indirectly alter prices of products in-store chains. Considering the UK 2014 weather report, it is evidenced that weather plays a significant role in online delivery services. It can alter delivery services and limit access to the stores. 


Conclusion
	The above analysis outlines the different challenges inhibiting effective and smooth operations of ASDA. It depicts various opportunities and threats in the market and highlights diverse macro-environmental factors affecting the industry. ASDA faces a lot of threats from its competitors like Aldi and Lidl who offer specialized products at discounted prices. Equally, the company is threatened by Brexit uncertainties, negative inflation of products, increased fuel prices, consumers’ demographics, lifestyle changes, Internet penetration and new technological innovations. 

Solutions and Improvements
	ASDA can improve its sales and gain a competitive advantage through the capitalization of emerging opportunities. The company can focus its sales around current fashions, healthy foods and beverages and conduct most of its operations online to attract a large market. The above solutions are relevant because of the increased online penetration of consumers, improved consumer focus on healthy products and growth of the plus size fashion in the UK. 
	The second solution is employing the cost leadership strategy. ASDA can strive to reduce its operational cost and prices of its products to gain a competitive advantage and generate high profit. Palmer (2014) notes that it can also differentiate its operations and offer a wide range of specialized services and unique products to enhance brand loyalty. The relevancy of the solution presented can be justified by the negative inflation in the UK and the stiff competition in the industry.
	The options and solutions will be monitored and reviewed through an action plan with completion dates where each manager will represent his team and accomplish his task. Its communication will be facilitated by a case-in-point strategy. ASDA will organize meetings that would be proceeded by the CEO who will discuss the challenges presented above and how they will be tackled. The CEO will also distribute audios, videos, and prints discussing the presented challenges, solutions, and action plan to departmental managers, and instruct them to discuss the document in detail with their team and implement the alleged action plan. 
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	Strategy
	Action plan (how)
	Timing – Completion Date
	Person responsible

	Training
	Customer Service training for all staff
	June 2020
	Administrative  Manager

	Recruitment plan
	Identify skill sets required for additional staff and commission recruitment agency to assist with employment
	April 2020
	Human Resource Manager

	Improve Online customer services
	Update website and keep current
	March 2020


	IT Manager

	Increase sales
	Meet with top 20% customers and identify ways to increase sales per customer
	April 2020
	Customer Sales Manager

	
	Produce wide variety of products and services at discounted prices
	July 2020
	Production Manager

	Reduce operational cost
	Limit unnecessary operations
Automate most operations
Go green and reduce energy usage
Outsource other services.
	October 2020
	Operations and Finance Manager

	Increase customer base
	Identify regional selling events and build stores if possible
	August 20
	Marketing manager

	
	Review competitor offer and target weakness in their offer
	July 2020
	Sales Manager


 (Action Plan)
