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[bookmark: _Hlk35266137]                                   1.0   INTRODUCTION

 The coming report ‘An Analysis into the problem’ at ASDA has been requested at 01/03/2020 by the CEO of ASDA to be completed by 20/03/2020 written by Ionela Valentina Lazar Finance Officer of ASDA.
  The following report discusses the problems that ASDA faces by using analytical tools such as SWOT and PESTLE, to find solutions for improvements, conclusions and options, to find an action plan that allows for easy communication, monitoring and reviewing solutions.
    Many large retailer chains of UK face many constraints to keep their customers and attract new ones, among which three are of major importance: variety, price and limited area. In fact, the price is no longer a differentiating factor, all the brands claiming it. Therefore, a retail chain must be able to satisfy its customer through the assortment which must be sufficiently extensive to give the feeling of choice.
 The main sources used to elaborate this report are books, websites, case studies, articles.



                     2.0 FINDINGS

   2.1 HISTORY OF ASDA
 The Asquith family (W.R. Asquith) ran a butcher shop in Knottingely, West Yorkshire, which eventually expanded to seven stores. The two sons of W.R. Asquith, Peter and Fred, were actively involved in the family business and were to become co-founders of Asda.
 At the same time during the 1920s, a group of enterprising West Riding dairy farmers joined forces under the banner of Hindell’s Dairy Farmers Ltd. These included the Stockdale family (A. Stockdale).
 In 1949 a new public company was formed by Associated Dairies & Farm Stores Ltd, with Arthur Stockdale as Managing Director.
 In the 1950s and early 1960s, Associated Dairies expanded the number of pork butchers (under the Farm Stores fascia) and created the Craven Dairies brand for cakes and coffee shops. Arthur Stockdale's son Noel (later to become Sir Noel Stockdale) met and concluded an immediate relationship with the Asquith brothers. He continued to become the other co-founder of future Asda, in a meeting that would change the way we buy forever.
  In 1965, Peter Asquith built his first new supermarket from scratch, near a large parking lot, knowing that cars would change the way people buy. During this time, Peter Asquith was also looking for a company to take over the butcher shop in the store, so he got in touch with Noel Stockdale at the Associated Dairies. It was the beginning of a fantastic retail partnership.
On the 3rd May 1965, Asda was born.
ASquith + DAiries = the birth of ASDA
  1984- John Hardman was named CEO and embarked on a new strategy to develop new "Asda" products, commission a new look for stores, and create centralized distribution centres.
 1989-George Davies was asked to produce a range of clothes for Asda - high quality, high value and self-identity. The partnership and pioneering brand George at Asda were born it will eventually become one of the leading clothing brands in the UK.
 2000-Asda entered the new millennium in immense peace and enjoyed renewed growth, with new business areas added, new brands introduced and the opening of new stores. Asda also launched the grocery shopping business, with the launch of the non-food online business afterwards.
[bookmark: _Hlk35269403]  Over the next few years, ASDA continued to grow and bag rewards (corporateasda.com,2020).
Asda is the 3rd largest supermarket chain in the UK with 16.8% of the food market. Which offers food, drink, clothing and general merchandise. It also offers a range of financial services, sold both in supermarkets and online throughout the UK. 
 In 2010 ASDA has presented new scopes of its own brands, for example, George and 'Chosen by You' considering the developing interest for private marks.

               2.2 PROBLEMS THAT ASDA IS FACING
   The nature, scope and impact at Asda are covering all the sectors such as products, distribution, profit, customer service.
The nature -ASDA believes in cost leadership but cutting cost puts so much pressure on the retailer that it is planning to cut down 2,832 jobs. This case study shows the pressure faced by ASDA due to cost cutting and how does it affect ASDA’s human resource strategy.
  Scope -For retail chains such as ASDA, there are three main motivations underlying the decision to reduce the workforce: economic, financial and strategic. The economic motivations are supported by cost logic. The economic arguments of retail chains during staff reductions focus mainly on the question of productivity. Traditionally, two main factors have been used: labor and capital. The work factor designates all the elements associated with the workforce used to produce goods and / or services. The capital factor, in the meantime, groups the costs relating to the use of capital goods. Non-optimal use of these factors of production can lead companies to announce workforce reductions in order to achieve "workers savings". This economy can be achieved by the introduction of new technologies, a new organization of the productive system or an improvement in know-how.
 Impact-Many situations can generate a non-optimal use of the factors of production, and the labor factor. First, in times of economic recession, falling demand can lead to lower production and force companies to adjust the number of factors consumed. This can translate into downsizing. Likewise, under the principle of substitution, when one factor is more costly than another, managers may be encouraged to increase the amount of the least costly factor at the expense of the other. Since the cost of labor is high, managers can therefore decide to increase the use of the capital factor, by automating production, thereby reducing the number of employees required for production. In addition, a learning effect can also decrease the quantity of factors necessary for production.
 In general, the capitalist system is part of an "industrial mutation process" which constantly revolutionizes the economic structure, by continuously destroying its old elements and by continuously creating new ones. It is this phenomenon that is the process of Creative Destruction.  Therefore, innovative companies compete with old companies which cause a decrease in the production of the latter (destruction) which can result in staff reductions. On the contrary, innovative companies record an increase in their production which can lead to job creations.
The managers have, in fact, a discretionary space regarding the distribution of the added value between the different stakeholders of the company. They can transfer wealth from employees to shareholders. These capital transfers are put forward more in the context of proactive operations insofar as the final are not justified by a decline in performance or by a low level of the latter as in the case of reactive operations. The desire to increase the performance of the company may result from pressure used by shareholders in favor of an increase in shareholder capital, to the detriment of employees.
 ASDA’s decision to cut off 2832 jobs is also due to financial reasons. ASDA, being a grocery and food retailer has embraced methodologies to stay practical by breaking down things like improving detectability, lessening deforestation and reinvesting in manors. There were a huge number of things that they had done to stay manageable. ASDA has valuing power corresponding to their providers, yet not according to customers. If they can get providers to improve supportability, that helps ASDA.
   Beyond improving economic performance and shareholder satisfaction, there are also strategic elements that can encourage companies to downsize. These include fighting international competition (Bowman and Singh, 2003). Downsizing can also be part of the desire to remain competitive, or even the market leader. Finally, the implementation of activity refocusing strategies can also lead to workforce reductions (Johnson, 2006).
  When the motivations of downsizing are strategic, the reductions in staff are generally the consequence of a more general restructuring operation. Bowman and Singh (2003) define restructuring as a set of transactions, including divestitures or acquisitions, changes in the capital structure as well as changes in the internal organization. In this perspective, restructuring is carried out through various measures and is part of the desire of companies to continuously adapt to the macroeconomic environment. As such, Ranganathan et al. (2007) distinguish tactical workforce reductions, carried out alone with a view to reducing costs, from strategic workforce reductions, which are part of an overall restructuring plan and of long-term strategic considerations.

[bookmark: _Toc34852737]             2.3 SWOT ANALYSIS OF ASDA
[bookmark: _Toc34852738]    Strengths
· Extensive range of Products
· Active presence in market through its marketing campaigns
· Excellent Connection with customers
[bookmark: _Toc34852739] Weaknesses
· Global presence is minimal
· Involved in horse meat scandal
· Sometimes the quality of products is criticized
[bookmark: _Toc34852740] Opportunities
· Expand the business into other countries
· Expansion of online business
· Expand the business to new domains
[bookmark: _Toc34852741]Threats

· Price Competition with other market chains
· Continuous change in government policies
[bookmark: _Toc34852742]                    2.4 PESTLE ANALYSIS

[bookmark: _Toc34852743]    Political Factor
 In UK, government and customers’ debt is high, due to which there is high pressure on retailers such as ASDA. Brexit changes can be an important factor that can affect the taxes, employment, it can be introduced a new legislation.
[bookmark: _Toc34852744]   Economic Factor
 In the past few years, UK was facing economic meltdown due to which there was high unemployment and purchasing power of customers was decreased. However, the situation is better now, unemployment is decreasing and purchasing power is getting better (Bentham, 2018).
Financial motivations are closely linked to economic motivations. Some authors argue that beyond the desire to increase performance, managers seek to maximize shareholder wealth, especially in the case of proactive operations (Abraham 2004; Cascio, 2003). As such, Hillier et al. (2007) note that downsizing be a way to limit agency costs associated with the relationship between managers and shareholders. The former would act in the sole interest of the latter. This idea is supported by Chen et al. (2012) who note that from an agency perspective, managers have no personal reason to downsize as (i) they derive more benefit from running a large, complex enterprise rather than a small; (ii) the benefits of the downsizing will go first to the shareholders and (iii) they would tend to avoid difficult and costly decisions.

[bookmark: _Toc34852745]   Social Factor
 In present time, people are busier and prefer one window shopping.  Therefore, they would like to shop from stores such as ASDA. ASDA offers easy to cook products at reasonable prices which help the customers to remain on their budgets.
 Changes in societal tendencies can impact on the demand for a house ‘s merchandises and the handiness and willingness of persons to work. In the UK, for illustration, the population has been ageing. Some houses such as Asda have started to enrol older employees to tap into this turning labour pool. The ageing population besides has impact on demand: for illustration, demand for sheltered adjustment and medical specialties has increased.
[bookmark: _Toc34852746]  Technological Factor
 The online food market of ASDA is increasing. The online food service is available to 88% of the population. 
 Technology can reduce costs, better quality and lead to invention. These developments can benefit consumers as well as the administrations that provide the goods. The technology has been used to support and win Asda's focus for saving money and keeping costs low.

    Legal factors 
 These are related to the legal environment in which houses operate. In recent old ages in the UK there have been many important legal alterations that have affected houses' behaviour. The debut of age favouritism and disablement favouritism statute law, in addition to the minimal pay and greater demands for houses to recycle are illustrations of comparatively recent Tolahs that affect an administration's actions. Legal alterations can impact a house's costs (e.g. if new systems and processes must be developed) and demand (e.g. if jurisprudence affects the likeliness of clients purchasing the good or using the service).
  Environmental factors
 Asda stores are environmentally friendly, 40% more energy efficient and emit 50% less C dioxide than a new standard physical store. In the last two years, Asda has worked with their suppliers to reduce the amount of C emitted during the industry, processing and processing their goods - something known as incorporated C. Asda is apart from the Food   Distribution Institute, a think tank and research administration for the sector, which works with the British Institute of Standards to bring about a method by which all retailers can cope with the aggregate C amount. in the supply markets. If Asda does not take its corporate duties seriously in relation to environmental issues, it could have desperate effects on its reputation.

                             3.0 CONCLUSION

  Numerous studies have looked at the influence of downsizing on the future economic performance of companies. The results obtained appear mixed. Some show an improvement in performance in the two or three years following the implementation of the operation (Chen et al., 2012; Espahbodi et al. 2010). On the other hand, others do not observe any significant improvement in performance during the years following the implementation of a workforce reduction (Munoz-Bullon and Sanchez-Bueno 2011). These results are mainly explained by the existence of hidden costs attached to the preparation and implementation of the workforce reduction.
  Decision to reduce the workforce, shows increase in the shareholder capital. More recently, research shows that workforce reductions are effective only when they are carried out proactively, by companies whose performance is growing before the announcement of the operation. Hence, as ASDA decides workforce reduction after getting bad financial results, would probably not benefit from workforce reduction.

                          
               4.0 OPTIONS

  The principle objective is that ASDA needs to reduce cost to remain competitive in the market, in this manner accomplishing fulfillment in its procedure yet in addition, makes reference to human capital, data and innovations so as to contend with an authoritative correspondence that mirrors the quality and certainty that moves the business to customers. 
 For ASDA, it very well may be said that it has the administration and advancement of techniques, to arrive at customers, with its low value arrangements, giving economy to the family container. Moreover, ASDA has requirements to develop its human resource more so that ASDA can work efficiently even with less and reduced workforce and Store’s activities are restricted to reinforce its shortcomings and transform it into development openings.


                                5.0 ACTION PLAN

 In a situation of information irregularity favorable to management, the transparency of ASDA vis-à-vis social stakeholders is understood only through a speech supposed to represent the reality of the company. However, this reality can be twisted by managers in order to limit the costs associated with downsizing.
 The potential effectiveness of this behavior is increased by the fact that social stakeholders are not always able to understand and analyze the information disseminated by managers. The risk of detecting the adoption of opportunistic behavior is therefore reduced. The purpose of this opportunistic behavior would be to reduce the bargaining power of social stakeholders and thus maximize the chances of success of the operation.
Managers can be described as opportunistic when they pursue objectives that maximize their capital at the expense of that of the other parties to the contract. Consequently, in the context of workforce reductions, managers can adopt specific accounting choices which would aim to distort the nature of the accounting information disseminated in order to make the transaction socially accepted and thus limit the appearance of additional costs.
The transparency of the information disseminated by managers; managers will be more encouraged to adopt a transparency approach if they anticipate that the operation will be economically and socially accepted by the social stakeholders. On the contrary, when the risk of refusal of the operation is high, the leaders would be hesitant to be transparent. 
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        SWOT ANALYSIS OF ASDA

                Strengths

 ASDA is the third largest retailer in the UK. As of December 2019, it has 14.8% market share (Kantar, 2020) and has over 630 stores. It is famous for its strong management. It has filled several its strategic positions over the years by hiring people from other big global names such as Carrefour.

ASDA has expanded very well in the UK over the years. It serves more than 19 million customers every week and 98 per cent of the UK homes are served by its online platforms www.asda.com and www.george.com. It has a range of store formats i.e. Supercentres, Superstores, Supermarkets, Asda Living, George stores, and Petrol Filling Stations (ASDA, 2020).

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. ASDA is also famous for the quality of its products. 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.

Extensive Distribution – Asda has about 25 distribution centres across the UK that distribute across the network of stores. These are used basically to store chilled foods, clothing, and ambient products like cereals and carbonated drinks.

To You Parcel Services – Apart from the extensive distribution network it has, Asda also provides the To You parcel service.

Excellent Marketing Campaigns – Asda is popular for its marketing campaigns that project its services and customer delight.

Good Connect – Asda maintains constant touch with their customers through social networking sites. It requests the customers to share their feedback; it conducts various competitions for the customers to relate to them and many more.

Acquisitions – Asda has strengthened its brand by means of various acquisitions.

Various Store Formats – Asda has various store formats like Asda Supercentres, Asda Superstores, Asda Supermarket, Asda Living, George Stores, Asda Essentials, and Asda Petrol.

Various Brands and Services – Asda provides various brands and services for the customers. The various services are Asda Smart Price, Chose by You, George Clothing, Asda Mobile, and Asda Money.

Awards – Asda has received various awards for its excellent services. One of the noted achievements is the Innovative Employer of the Year during the year 2009 at the Oracle Retail Week Awards.

Sustainability – Asda has clear aims to reduce the environmental impact of their operations, the services and products they sell, and the suppliers that produce them

                 Weaknesses

 ASDA has positioning problems. Some critics argue that ASDA products are not as good as those of Waitrose and other similar brands e.g. Sainsbury’s. Likewise, it is not cheaper than discounters such as Aldi and Lidl. This is certainly not convincing for many customers.

ASDA has been mired in a few 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. The company has also been criticised for misleading advertising campaigns and its positions in horse meat scandal.

Limited Global Presence – Asda has few global presences as compared to its competitors. This is a major weakness for its business.

Restricted business entry – Asda’s ability to sell prices have basically restricted their entrance in few countries as they fear a strong competition from local vendors.



            Opportunities

 More and more customers are shopping online in the UK; hence a great opportunity for ASDA to secure more marker 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.

Expansion into New Domains – The company can expand its business operations into many new areas like pharmacy, jewellery, photo department, and many more.

Expanding into Other Countries – The company can expand its business operations into other countries like India, China, and many more. This can help the brand to gain more visibility.

Acquiring Smaller Company – Acquisition of smaller-company can help Asda to expand its business operations.

Presence in Online Market – These days, more and more customers are expanding its business operations online. More and more customers tend to shop online in the UK. Hence, starting its online market sees a lot of opportunity for Asda’s business.

Long Term Goals – Asda has a strong long-term goal that mainly targets 100% recyclable package, 100% sustainably sourced fish, operational waste recycled for anaerobic digestion, and reduction in food wastage. This sees a lot of opportunity for business growth.

          Threats

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 growth of independent online retailers is also a threat.

Price with other Retailer – Price war with other existing retailers is a big threat to the company.

Government Changing Policies – The policies of the government keep changing, and this is, in fact, a huge threat to the business.

Consistent Price Cut from their Competitor – A consistent price cut by their competitors would impact the Asda’s business.

Other Online Retailers – The existence of many online independent retailers is also a threat to the business.




