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Executive Summary.

This report identifies the main problem Asda is facing and that is the competition from the discounters Aldi and Lidl. Trying to compete with the low prices they deliver and losing customers has had a major impact on the company. Asda now needs to find cost cutting strategies to reduce the overheads that is affecting the company. The options suggested to the CEO are to sell less variants of products, by having fewer branded products it will enable the company to buy in larger volumes. Having a more efficient logistics operation by sending out fewer lorries but with them being full instead of more half full ones. To train staff to be more multiskilled to be able to work in different departments when needed.
The decisions implemented was communicated to the internal and external stakeholders and monitored and reviewed every four to six weeks. The target is to increase the profits and footfall within a year and to increase the Market Share by 1%.
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1.0 Introduction.

Walmart has requested this report to be commissioned by the Chief Executive of Asda on the 10th February 2020 and is written by Tracey Williams Chief Operating Officer of Asda and will be submitted on the 20th March 2020.This report will discuss and analyse the current problems with the organisation using analytical tools such as Pestle to find out the political, economic, social, technological, legal and environmental sectors relevant to this organisation. SWOT will be used to gather information on the strengths, weaknesses, opportunities and threats. Identifying the nature, scope and impact of the problem, finding out what is causing it whether there is more than one, how far the problem goes and who is affected and how is the company affected. The current problems already identified are profit loss, competition and cost cutting affecting employees. Suggesting what options can help to improve the situation explaining how communicating, monitoring and reviewing the process of putting a plan into effect. These findings will be researched through resources such as books, journals and the internet to help with the report to analyse the difference between them.                        








2.0 Findings.
2.1 Overview.
Asda is the third largest retailer in the UK and has over 630 stores. The company has a range of store formats for example Supercentres, Superstores, Supermarkets, Asda Living, George Stores and Petrol Filling Stations. The company joined the Walmart Family in 1999 and became part of the world’s biggest retailer. In 2019 it was declared Retailer of the year and crowned Chilled Retailer, Bakery Retailer and Drinks Retailer of the year also. 
2.1.1 The History of Asda.
The history of the company began in the 1920s a family run butchers in Knottingley, West Yorkshire was owned by the Asquith family (W.R. Asquith). Two of the sons Peter and Fred were actively involved in the business and it eventually expanded to seven shops. Also, in the 1920s a group of enterprising West Riding Dairy farmers joined forces under the sign of Hindell’s Dairy Farmers Ltd. These included the Stockdale family (A. Stockdale).
[bookmark: _GoBack]In 1949 Arthur Stockdale became Managing Director of a new public company called Associated Dairies and Farm Stores Ltd. The company started expanding their stores during the 1950s and early 1960s and created the Craven Dairies brand for its cake shops and café. Arthurs son Noel built up a trustworthy relationship with the Asquith brothers. In 1958 Peter and Fred went to the USA to visit the world’s first supermarket Piggly Wiggly. The brothers were so impressed with the trip that eventually in 1963 they converted an old theatre called The Queens into the UKs first self-service supermarket. Opening a second store soon after by converting an indoor market. The brothers discovered the concept of food discounting and value for money for customers had arrived. By the 1960s Britain’s economy was booming and in 1965 Peter Asquith built his first supermarket from scratch with a large car park, knowing cars would change the way people shop. Queens soon had a chain of self-service supermarkets. Peter got in touch with Noel Stockdale at Associated Dairies to take over the in-store butchery, the starting of a good retail partnership. On the 3rd May 1965 Asda was born ASquith+DAiries. It became the first store to offer general merchandise in 1966 and the following year Peter Asquith introduced the very first discounted Petrol Filling Station making a deal with a little-known Russian oil company called NAFTA.
Associated Dairies bought out the brothers in 1968 but Peter remained in the business. By the early 70s Asda had over 30 stores and was looking to expand beyond the North which meant moving down the South. 1977 saw the launch of the ‘Asda Price’ advert with the Pocket Tap which became the official sign for Asda in sign language. The company was booming by the end of 70s introducing Asda Property and Asda Drive, and had acquired several businesses including Allied Carpets and Wade’s Furniture. Moving into the 1980s saw changes with the Managing Directors and merging with MFI. Another UK landmark in retailing was Asda flagship Watford Store with 45 checkouts and the opening of more distribution centres across the UK. Then in 1989 George Davies was asked to produce a range of clothing and the following year George at Asda became one of the top clothing brands.
  The 1990s saw the youngest ever CEO Archie Norman join the company and with a new senior team manufactured a new strategy, The Asda Way of Working was developed making the stores the heroes and promoted colleague involvement. Asda joins the Walmart family in 1999 when the company was bought for £6.7 Billion and became part of the world’s biggest retailer. The start of the new Century saw renewed growth with new businesses, brands and stores opening. 2005 saw them expanding into Northern Ireland and by 2008 the first online George Store was launched. The organisation continued to grow with them acquiring International Produce Limited an important part of the strategy to source fresh produce directly and deliver even better value for customers. Continual growth saw the first drive-thru click and collect installed in 2012 and the company was honoured to be named as Times Top 50 Employers for Women and voted Community Retailer of the Year in 2014. Asda’s Tickled Pink Campaign hit £50 Million raising money to help support Breast Cancer. George Home replaces Asda Direct offering the full range online in 2015 and profits exceeded £1bn. Asda celebrated 50 years in the business and opened its 600th store. Our-story/our-history (corporate.asda.com, 2020)
Asda’s worst annual figures in 2016 after pre-tax profit fell 19%. The supermarket admitted its performance was behind expectations as shoppers flocked to cheaper rivals. (Wood, 2017)
Then in 2017 Asda was named worst of the UKs Supermarket for the treatment of suppliers, 12% said the company rarely or never complied with the Grocery Supply Code of Practice. (Butler, 2017)
The proposed merger with Sainsburys was investigated by the Competition and Markets Authority in 2018 and was later blocked. (BBC news, 2018)
Then 2019 saw Asda’s shoppers vowing to boycott stores over the controversial new contracts for employees which meant refusing to sign would lead to the loss of jobs. (Doward, Mahdhi, 2019)
At the start of 2020 with more cost-cutting more than 2,800 employees working in back-office could face redundancies. (Wood, 2020)

2.1.2 What products and services does it offer.
As the business grew the company started introducing other products into the stores apart from produce, chilled foods and groceries. The organisation now sells homeware, music, videos, books, photos and one of the most popular clothing range. Some stores have Pharmacies and Opticians, then in 1997 the company launched the online grocery shopping moving on to non-grocery a few years later and eventually the clothing site George. Financial products such as credit cards, loans and insurance products are also available to purchase online. The Supercentres have other businesses in-store which offer hairdressing, banks and dry cleaning. The sports retailer Decathlon trades in three of the stores. Our-story/our-history (Corporate.asda.com, 2020)

2.2 Investigating Asda.
Adair suggests that decision making, problem solving, and creative thinking are similar forms of effective thinking but have some differences between them. (Adair,2010, p. 45)
In the 12 weeks leading up to August 2019 sales at Asda decreased by 1.5% compared to the previous year, while Aldi and Lidl had a higher sales growth during that period. Wunsch (2019) was a useful source of information.

2.2.1 Description of
Nature.
The major problem that Asda is facing is competition from discounters Aldi and Lidl and having a big impact on lost sales and profits. Asda increased their prices believing the loyalty from customers was secure but ended up being the opposite with the discounters selling low cost goods and having high stock levels which leads to full shelves of products for the consumer.

Scope.
The scope of the problem is far wider than just the competition with the employees having to sign new contracts to accept variable shifts with the threat of terminated employment. The blocked merger of Sainsburys by the regulator fearing it would mean raised prices has left the company at a crossroads. More cost cutting strategies which means redundancies for employees who work in the back office and main shareholder seriously considering seeking stock market listings for the business.

Impact.
The impact on the colleagues having less hours and less wages meaning low morale in stores. Closure of low profit stores which again would lead to more redundancies and less involvement in the local charity campaigns in the heart of the community. Local businesses close to the stores could be affected if customers go elsewhere. With the uncertainty of the ownership of Walmart it could affect other investments in the company.



2.3 SWOT Analysis- Micro.
Strengths.
Asda is a well-known and recognised organisation and have many awards for excellent service one being Retailer of the Year. It has one of the leading brands of clothing and an excellent Marketing Campaign which projects its services and a good customer service reputation. Also, the smart price range which introduced the low-price strategy for its products seeking to achieve a lower price than its competitors.

Weaknesses.
The organisation has limited global presences as compared to its competitors this is a major weakness for the business. Not as low priced as the discounters and lack of smaller stores which gives other retailers an advantage. Staff losing their jobs over the new contracts causing low morale in the stores and higher overheads because of the different variants of products.
Opportunities.
The company can expand the business in areas like Pharmacies, Opticians and Photo departments. The internet is a great opportunity with the increase of online shopping. Expanding its business operations in other countries like China and India will help it to grow and opening smaller stores in the UK to follow other competitors.
Threats.
Competition from other low-cost retailers such as Aldi and Lidl, and price wars from other businesses. The Government changing its policies is a threat to the business and the fluctuating interest rate does not provide a stable financial and economic environment. The growth of Independent online retailers and the uncertainty of its owner Walmart thinking of selling.


2.4 PESTLE Analysis- Macro.

Political.
Governments policy changing will affect the taxes and the selling price of products and the regulations which can affect employment and consumer rights.
Economical.
The rate of the pound against other currencies affecting negotiations with suppliers. The competitive pressure of the pay rate and labour supply can have an impact on the pricing strategies.

Social.
Asda understands the social changes of consumers buying habits and trends by offering new products and services such as healthy lifestyle choices. Staff are well trained which leads to good customer service and the company have won many awards. Cost cutting comes with redundancies.
Technology.
Technology is growing and broadband and mobile apps are important for Asda with the company using click and collect delivery and online shopping, also IT and logistical systems that efficiently and effectively supply to demands of the consumers. Online shopping is becoming more appealing to an older population and some like to browse online before they go in store.
Legal.
Asda must abide by the different rules and regulations of the countries in which it operates. Wage rates must be level with the National Minimum Wage and the company must follow the health and safety regulations. The organisation needs to demonstrate that acting not just in the law but also have a legal conscience choosing supplier relationships.

Environmental.
Asda has sustainability to meet the needs of the consumer by reducing the environmental impact of the operations, services and the products they sell and the suppliers that produce them. Producing ethically sourced goods has pushed the prices up. Consumers unhappy about the way Asda treated staff over the new contracts. Sodry (2018) was a useful source of information.



2.5    5 Whys.

5 Whys is an iterate interrogative technique used to explore the cause and effect underlying a problem. It was refined by Sakichi Toyoda and was used within the Toyota Motor Corporation during the evolution of its manufacturing methods. (Gangidi, 2019, pp. 295-310)

1 Why is Asda losing sales?
Because of the competition from the discounters.
2 Why is the competition from the discounters affecting Asda?
Because their prices are lower.
3 Why are their prices lower?
Because their operational costs are lower.
4 Why are the operational costs lower?
Because they have less variants of products, fewer overheads.
5 Why do they have fewer overheads?
Because they can buy in large volumes.



3.0 CONCLUSION.
This report shows that Asda has had a few problems over the years with the organisation trying different strategies that not always worked. The take-over of Walmart in 1999 saw a boost to the company where profits soared, and Asda had a renewed growth. Then with the renewed confidence Asda put their prices up believing that the loyalty of the customers was secure, that is when the problems started for the company. The new discounters Aldi and Lidl became very popular with low priced goods and the competition with other businesses on price wars took its toll on the company.
3.1   Looking at the nature, scope and impact of the problem Asda is struggling to compete with the discounters and losing customers has had a major impact on the company. The blocked merger with Sainsburys has meant the company needs to find cost cutting strategies which affects the employees, by changing contracts to be more flexible and redundancies for those who work in the back office. Some customers threatened to boycott the stores for the unfair treatment of the employees which would impact the local businesses that are close to stores.
3.2   The SWOT analysis shows strengths in being a recognised organisation and having won awards for the great service they offer, also the smart price range. The weaknesses are having higher overheads for the different variants of products and low morale in stores because of the new contracts causing job losses. Opportunities is expanding the business operations in other countries and opening smaller stores in the UK. The threats being the competition from the discounters Aldi and Lidl’s low prices.
3.3   Looking at the PESTLE analysis there are concerns over the Governments Policy changing and taxes which can affect employment. The competitive pressures of the pay rate that has an impact on the pricing strategies. Asda understands the social changes of the consumers habits and offer new products and services. Abiding by the law on regulations i.e. health and safety etc is an important factor but the company have had legal battles with employees. Assuring the consumer of reducing the environmental impact of operations, services and products that the company produces is also an important factor within the company.

4.0 Options.

These options will be suggested to the CEO of Asda to help resolve the problems within the organisation.
4.1 The first option is to sell less variants of products to match the competitors. Consumers today prefer to pay lower prices than going for a brand name. By having fewer branded products, it will mean being able to buy larger quantities at a discounted price and selling at a lower price.
4.2 The second option would be to have a more efficient logistics operation one being to send out lorries that are full instead of sending out more half full lorries. This would cut costs immensely.
4.3 The third option would be to train staff to develop their technical and interpersonal skills and multiskilled to be able to work on different departments in the store when needed.


5.0 Action Plan.
Decisions implemented are stores in 4.1 and 4.3 and logistics in 4.2.
5.1 These options will be communicated to the stakeholders who will be affected by the impact of the proposals e.g. Internally are Walmart, employees, managers and externally are the suppliers, customers, shareholders and creditors.
5.2 The CEO and the Chief Operating Officer will be monitoring the changes and the objective is to implement the process. All the resources will be used to achieve the results, and everyone assigned to the tasks will commit to achieving the success of the proposed options. There will be a realistic deadline with the company giving a year for the completion. 
5.3 The company will review the progress every four weeks measuring if the indicators have increased in profits and footfall, and whether this needs to continue short term or long term. Everyone involved will help to make the implementation a success.






6.0 Appendices.

6.1 Timeline.
[image: ]Walmart buys Asda for £6.7bn.
1999
First Pharmacy to open.
1996
Archie Norman youngest CEO joined Asda.
1991
George at Asda was born.
1989
Asda’s flagship store opened.
1984
Launch of TV advert with the pocket tap.
1977
First discounted petrol station.
Expansion into the South.
1971-77
Associated Dairies bought out the Brothers.
1968
1967
Asda was born.
1965

 [image: ]Cost cutting more redundancies.
2020
Shoppers vowing to boycott stores over new contracts.
2019
Sainsbury merger blocked.
2018
Named worst supermarket for treatment of suppliers.
2017
Celebrated 50th Birthday and opened its 600th store.
2015
First drive-thru click and collect installed.
2012
First ECO store opened and the first online George store.
2007
2008
2006
Expanded online by launching direct.asda.com.
Launched we sell for less programme.
2002
Named Top company by the Times.


6.2 SWOT.

	           
                   Strengths.

· One of top three retailer in the UK.
· Various Store Formats.
· Wide range of products.
· Awards for excellent services.
· Marketing Campaigns.
· Well-known Brand.
· Over 145,000 staff and over 600 stores.
· Sustainability.
	            
                Weaknesses.

· Limited Global Presence.
· Price fixing Scandal in 2007.
· Lack of smaller stores.
· Horse meat scandal.
· Not as low priced as competitors.
· Job losses.
· Higher overheads because of variants of products.


	        
                Opportunities.

· Expanding into other countries.
· Online shopping.
· Expand the business in areas like Pharmacies etc.
· Opening smaller stores.
	            
               Threats.

· Competition.
· Price wars from other retailers.
· Governments policy changing.
· Fluctuating interest rate.
· Walmart looking to sell.
· Growth of independent online retailers.
· Cost-cutting leading to Redundancies.








6.3 PESTLE


	  Political
	  Economical
	  Social

	
· Governments policy changing.

· Consumers Rights.

· Legislations and Taxes have an impact on Asda.
	
· Competitive Pressures of the pay rate.

· Impact on pricing strategies.
	
· Social changes of consumers buying habits.

· Well trained staff.

· Good customer service.

	 Technology
	  Legal
	 Environmental

	
· Broadband and Mobile Apps are important.

· Click and Collect delivery service.

	
· Wage rates must meet Minimum Wage or above.

· Legal battles with employees over contracts.
	
· Sustainability by reducing the environmental impact of the operations.

· Producing ethically sourced goods.








6.4 5 Whys


[image: ]The discounters can buy in large volumes.
Are the operational costs lower?
Do they have fewer overheads?
Are the discounter’s prices lower?
Is competition from the discounters affecting Asda?
Is Asda losing sales?








6.5    Monitoring, Reviewing and Communicating a Decision
	Decision implemented:
Store Decision Implemented 4.1 and 4.3.
Logistics Decision Implemented 4.2.

	Monitoring the decision:

	Resources:
The CEO and Chief Operating Officer will monitor the progress every four weeks for sales and six weeks for logistics.
The Logistics Decision will save on physical hours and paying for extra staff.
The Store Decisions will also save on physical hours and save financially.


	Key Indicators:
Over 19 million customers retained.
A Market Share increase of 1 %.


	Targets:
Specific resources will be used to achieve the results.
Measuring the progress every four and six weeks.
Achieving the proposed options with the commitment from everyone assigned to the tasks.
Relevant feedback to all Stakeholders.
Time-bound target date for these options is one year with the implementation of profits 


	Data Sources:
All the data gathered on the database for the sales will be reported back every four weeks and for the logistics every six weeks.


	Reviewing the decision:

	(Write here how you will evaluate/review the problem. What questions will you ask? Etc)
Everyone involved will help to make the implementation a success.
Giving feedback to the stakeholders.
Indicators are measured by the increase in profits and footfall.
Progress reviewed every four weeks for sales and every six weeks for logistics.
Should these options be short term or long term?
Data supplied are regular reports.


	Communicating the Decision:

	Internal Stakeholders
Informing and giving feedback to the owners, employees and representatives of the company whom this will have an impact on.













	External Stakeholders
Informing and giving feedback to the customers, suppliers, shareholders, creditors and the government whom this will have an impact on.
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