Analysing problems at Asda






Introduction 
The report was written by Marian Cristian Iliescu, General Manager of Asda, this report was requested on 1.03.2020, and must be submitted by 28.03.2020.
The purpose of this report is to provide an analysis of the main problem faced by Asda today. It will offer a conclusion and options for the improvement and will contain an action plan which outlines how these options will be communicated, monitored and reviewed.
The following sources have been used to compile the report: Textbooks, websites, and newspapers.








Executive summary

This report was write for helping Asda discover its issues like selling the brand to another company because Walmart want to live the UK  market .We have applied SWOT and we find out that Asda have a great opportunity to start again a new chapter when Walmart will leave UK ,this will means that money will be invested for putting Asda in a good light .
As well we have applied PESTEL and we find out that Asda is facing an increase now because of the new virus. Restaurants are closed so that mean people will try to cook at home, and they will need supplies from supermarkets like Asda. In conclusion Asda need to keep its prices the same and will bring more customers inside the store. Making sure that they have their shelves full of food and their webpage up to date with offers and new products.


2.0 Findings 



Overview of the organization  
2.1.1 History of Asda
The first store occurs in 1949 by the name of „Associated Dairies & Farm Stores Limited.
In 1965 the store took the name of Asda and before taking this name they buy it a GEM retail who have the first out-of-town store this helped on increasing profit 10 times more than before 
In 1970 Asda had over 30 stores and was about to start a major expansion across the UK.
26 July 1999 Walmart purchased Asda for 6.7 billion pounds which at that time was a portfolio of 229 stores 
In 2019 Asda’s 7 billion mergers for Sainsbury’s was blocked by Britain’s competition watchdog leading to Walmart in February 2020 entering into discussions with interested parties to sell Asda. (Companieshistory.com)
2.1.2 What products they offer 
Asda is mainly a grocery business offering many of its brands which include ranges such as; Extra Special, Smart Price, Farm Stores, Little Angels, Hero, Tiger, Shades, Butcher’s Selection, Grower’s Selection, Free From.
As well as its grocery business Asda also has its clothing range called George and it is a home furnishings division called George Home. (Corporate.Asda.com)
2.2 Investigating Asda problems:
Based on tv-program from Moodle and our research we found the problems facing Asda are as follows.
Losing market-share to increasing and more competitive competition.
Asda was originally based on the principle of,’ Value for money’ however this principle has been eroded by new competitors in the market.
Mergers with MFI and Allied Carpets proved costly and unsuccessful.
The acquisition of Gateway supermarkets also proved costly and did nothing to improve on Asda’s losses.
After the 2008 stock market crash Asda was already in financial difficulties and struggling against the competition, but this was further exacerbated by the arrival in the Uk of the Lidl and Aldi brands in 2009.
The George clothing brand is non-competitive with High-street competitors such as Next and Top-shop.
Sainsbury’s -Asda merger blocked by the competition watchdog.
As of February 2020 Walmart, Asda’s parent company announced that they are in discussion with various parties to sell the Asda brand.
[bookmark: _GoBack]2.2.1 The nature of the main challenge facing Asda is Walmart’s decision to sell the brand and leave the Uk market.(Kollewe ,2020)
After many years of failed mergers and acquisitions and value for money competition becoming more and more competitive the volume of losses has resulted in Walmart deciding to sell. This is based upon being unable to replicate its brand success in the USA under the Walmart brand here in the UK.
This decision impacts staff morale and the stock market price and shares dividend.
2.2 SWOT analyse 
According to our analysis, we found that Asda is struggling to stay on the market and because of its weaknesses their mother company Walmart is trying to sell Asda. Their weakness here is that they lost their „Value for money „ along the way and did not found a solution to solve this issue in front of the customers. That is why Aldi and Lidl took advantage and pushing Asda from the low-price stores market. Another strength can be that Asda has a various range of formats like small shops, supermarkets, and hypermarkets, petrol stations, own clothing brand, is delivering food at your door and having a loyalty card mean that you will have points and this lead to discounts.
As an opportunity Asda will face a change soon, selling to someone else can mean that will be some major changes, and hopefully will be in a good way and Asda will not be transformed into another brand.
Pestle analyses show us that Asda has have been accused of tax avoidance, depriving farmers of a livelihood and functioning as modern-day monopolies that drive local businesses out of communities, and customers don’t see this with good eyes. Changes in social trends can affect the demand for Asda’s food and non-food products and the availability and willingness of individuals to work for it. In the UK, for example, there is a growing pool of retired workers willing to work to supplement their pensions.

We live in „Covid-19” time and all the supermarkets have seen a big increase in selling goods. The government says to the population to close all the restaurants and leave open shops and food delivery. (Thesun.co.uk)    This will make a difference now because their income will grow rapidly without doing nothing but their job; make sure that they have enough stock, clean their shops much better and assure that everyone is keeping 6 feet distance one to each other. They make a new schedule as well for elderly people and NHS workers, which means they will have a 1-hour slot 8-9 in the morning to shop, every Monday, Wednesday, and Friday. And they announced their opening hours will be 8 am-8 pm helping their colleagues to fill the shelves properly.
In conclusion, Asda has suffered losses in the last period and the customer doesn’t see any more quite a cheap shop. They will be sold by Walmart soon and will face a big change and could be the solution to all their problems.
2020 will show up as a good year for all retailers because of the increasing demand for food.


Options that they have will be limited, all they can do now is to make sure they have their shelves full and stocked up.
To keep the prices as it was before the virus hit the UK, that is how the will keep their customers.
The action plan is based on gaining more customers in their shops by bringing in new products, customers will always come to a place where they can find everything from their shopping list.
Make discounts to new customers who use the „Nectar „ card, and like that will bring more and more new customers in.
Delivering food to a lower price and be flexible with customer needs.
Making sure their online platform stays up to date and show up their latest offers and products.
They need to bring all that information to staff and to make sure everyone understands and applies this every day.
They need to ask for reports more often and monitored the progress of their new changes.







Appendices


SWOT analysis of ASDA
The purpose is to analyse the strengths and the weaknesses of ASDA, the opportunities that the company needs to explore and the threats to consider.
Strengths 

ASDA is the third-largest retailer in the UK. As of March 2020, it has a 15.4% market share (Kantar, 2020) and has over 630 stores. It is famous for its strong management.
ASDA is well-known for its economies of scale and superior technology. Its continual innovation always drives it forward. Its loyalty scheme earns customers reward points on homeware and clothes purchases. It was declared Retailer of the Year 2019. It was also crowned the Chilled Retailer of the Year, Bakery Retailer of the Year, and Drinks Retailer of the Year 2019.
Weaknesses of ASDA

ASDA has positioning problems. Some critics argue that their products are not the same as those of Waitrose and other similar brands as Tesco, and as well it is not cheaper than discounters such as Aldi and Lidl.
ASDA has been mired in several controversies over the years. For instance, it was found in 2007 that ASDA along with other supermarkets were engaged in price-fixing of dairy products between 2002 and 2003 costing consumers around £270 million.
Mergers with different companies that did end very bad.
Opportunities for ASDA

More and more customers are shopping online in the UK; hence a great opportunity for ASDA to secure more market share. The company can grow further by opening new stores and taking over smaller companies as it did with Focus DIY in 2011. ASDA converted five of six Focus DIY stores into supermarkets. Similarly going beyond the UK to explore opportunities abroad is worth the efforts.
Selling will be a good opportunity for Asda and will lead the company to a new path hopefully under the same brand.
Threats to ASDA

The threat is the last element to discuss in the SWOT analysis of ASDA. ASDA faces several competitors in the UK. Tesco is the market leader, while Sainsbury’s is ASDA’s nearest rival. Other notable competitors are Morrisons, Waitrose, Aldi, Lidl, and Co-op. It is also worth noting that the growth of independent online retailers is also a threat.







PESTEL analysis of the macro-environment
The following factors in the macro-environment (tax changes, new laws, trade barriers, demographic change, and government policy changes) will affect the decisions of the managers of Asda. To help analyze these factors, managers can categorize them using the PESTEL model.

Political factors.
According to Ian Duncan Smith, Secretary of State for Work and Pensions, ‘an across-the-board tax’ was needed to increase the costs to all drinkers. Increasing taxes has been announced as part of the Conservative’s alcohol policy, but questions have been raised about how effective it will be ‘to find a fair formula that could be used to judge whether a product is being sold below cost’, as outlined in their Green paper. Alcohol Concern has previously commented that increased taxes are a start, but that minimum pricing is the most effective policy and prevents supermarkets from absorbing tax increases on alcohol as loss-leaders. Asda strategic planners will be watching this closely and would want to study the impact it will have on their policy of keeping prices low.
Economic factors. With the budget looming and coalition economic policy still awaiting definition, the call for a new, stricter approach to competition has come under elliptical attack from both the political right and left. Asda like its main competitors Tesco and Sainsbury has been accused of tax avoidance, depriving farmers of a livelihood and functioning as modern-day monopolies that drive local businesses out of communities. There is increasing pressure on the conservative government to bring a stricter approach to competition to bring the big companies under control. This may have very serious implications for the long term operations of the supermarkets especially Asda that prides itself on keeping prices low. The question to ask is how important are grocery prices compared with long-term market competitiveness, small business ownership and the livelihood of agricultural producers? The average family spends 11 percent of their income on food, and this rises to 15.9 percent for those on the lowest incomes. There is a suggestion that decreases in food prices considered in isolation over the past two decades have increased the standard of living for the poorest by approximately 2.75 percent before inflation is taken into account.
We live in „Covid-19” time and all the supermarkets have seen a big increase in selling goods. The government says to the population to close all the restaurants and leave open shops and food delivery.

Consumers, worried by the coalition government’s measures to rein in record debt with tax increases and public sector cuts, are also becoming warier in their spending. Identifying markets that are likely to be resilient and potentially growing during the recession requires analysing what people and businesses are likely to do more during the recession. This leads to several general ideas that may apply to a wide range of businesses. The most evident growth potential exists in the low price segment as many consumers shift from premium brands to budget substitutes. Consumers will always need to satisfy their basic needs, and during the recession, they do so with tighter budgets. Evidence of successful value-for-money strategies exists in the low price section of the retail sector. For instance, Asda has been reporting sales growth.
Social factors. Changes in social trends can affect the demand for Asda’s food and non-food products and the availability and willingness of individuals to work for it. In the UK, for example, there is a growing pool of retired workers willing to work to supplement their pensions. Asda has started to recruit older employees to tap into this growing labor pool. The aging population also has an impact on the demand for both its food and non-food products such as medicines and glasses from its optical stores

Technological factors: new technologies create new products and new processes. Online shopping and computer-aided design are all improvements to the way that Asda does its business. The company has a core competence involving its use of information technology to support its operations. For example, it can see how individual products are performing store-by-store at a glance. IT also supports its efficient procurement.

Technological factors that have perhaps had the most impact on Asda have been the Internet. More and more people are using the Internet and a company like Asda has seen very significant growth in its online shopping and provision of service through its website (www.asda.com).

Technology can reduce costs, improve quality and lead to innovation. These developments can benefit consumers as well as the organizations providing the products. Technology has been used to support and realize Asda’s primary focus on saving money and keeping costs low.

Environmental factors: Asda supports carbon reductions in most of its stores. Asda’s stores are eco-friendly, 40% more energy-efficient and emit 50% less carbon dioxide than a standard new build store. Over the past couple of years, Asda has been working with its suppliers to reduce the amount of carbon emitted during the manufacture, growing, and processing of their products – something that’s known as embedded carbon.
Asda is also part of the Institute of Grocery Distribution, a think-tank and research organization for the sector, working with the British Standards Institute to find a method by which all retailers can measure the amount of embedded carbon in their supply chains.

If Asda did not take environmental issues seriously it could have dire consequences for its reputation.

Legal factors: Asda needs to be aware of planning permission regulations and make sure that continued store expansions comply with planning regulations. Planning permission is heavily regulated in the UK. 
A PESTLE analysis would help Asda to identify relevant planning laws and comply with them to reduce any disruption to his store expansion program by local people’s dissent or the local authority refusal. The analysis would assess the potential success of opening a new store in an area.

There are issues about Asda having an unfair competitive advantage over other small retailers and potentially driving them out of business. The PESTLE analysis will help identify policies, laws, and regulations governing monopolies and competition. This is one of the challenges facing Asda in its quest to expand its business. Consumer law helps to protect consumers by ensuring that businesses can compete fairly in the market economy and competition drives down prices and improve the quality of goods and services. Under EU law, there is concern that unfair competition or a large share of the market (dominant) can result in low-quality products and services and consequently increase in prices of goods and services. Fortunately for ASDA, it is not considered to be exploitative but should bear that in mind as it continues to expand its stores.
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