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[bookmark: _Toc36146238]Introduction

ASDA is one of the early adopters of the supermarket-style of shopping style, which provided customers with an exciting experience. For that reason, ASDA experienced exponential growth both in terms of an increase in customers and profits. However, the trading environment has changed. This report aims to describe the nature of the problem, use both SWOT and PESTLE analysis tools to evaluate the challenge, and concludes by providing strategies that would help to solve the problem.
[bookmark: _Toc36146239]Nature of the problem
Future uncertainty is the primary problem that is currently affecting the ASDA supermarket. The primary reason uncertainty posed to be a challenge is that it forces ASDA to focus on short-term goals at the expense of long-term planning. Although short-term strategies help the business to survive, they harm business performance in the future. Rajnoha and Lorincova (2015) assert that focusing on short-term goals hinders innovation, which, in return, puts the business at risk of shutting down. In the case of ASDA, short-term strategies are more likely to ruin the brand name the supermarket has struggled to establish for many years.
[bookmark: _Toc36146240]Scope of the Problem 
Political uncertainty in the UK is the source of the problem that ASDA supermarket is currently facing. In the recent past, the UK has been negotiating to leave the European Union and economic union that allowed free trade among the European countries. The decision to leave this trade union is commonly known as Brexit, and it has been a political issue in the last few years. Brexit makes the business environment uncertain, as investors do not know whether after the UK exit the trade union, they will be forced to pay tariffs or not. The uncertainty caused by Brexit adversely affects management decisions to make capital investments. 
[bookmark: _Toc36146241]Impacts 
The political uncertainty has a direct impact on the business, since it affects consumer spending. As a result, ASDA supermarket has registered a decline in sales, which also affects the business profits. Future uncertainty has led to a general increase in the price of the goods. Even though ASDA supermarket has relatively tried to offer customers low prices, the overall rise in price has changed consumer behaviour in the sense that they have reduced their spending. Consequently, this affects the business profits and makes the firm to consider retrenching some employees. According to Munbodh and Tommy (2018), future uncertainty had forced ASDA supermarket to start consultations on changing employee roles, all in the efforts of cutting down the number of employees. A clear implication is that future uncertainty necessitates ASDA to reduce the number of employees a decision that can tarnish the reputation of the supermarket. 
[bookmark: _Toc36146242]SWOT analysis

[bookmark: _Toc36146243]Strengths

ASDA has a well-established brand, which yields multiple benefits for the organisation. The branding of the supermarket increases its recognition across the country. As such, ASDA does not have to invest a lot of money in advertisement. The brand also plays a significant role in increasing customer loyalty, which impacts positively on the profitability of the organisation, mainly because loyal customers are likely to recommend their friend to purchase at the ASDA stores.
ASDA supermarket is customer-oriented- Even in the middle of the uncertain future; the supermarket offers relatively low prices to enable customers to afford more goods. As such, ASDA proves to be customer-oriented. The benefit of being customer-oriented is that it gives the firm a competitive advantage. Focusing on the customer helps ASDA to realise when customer needs and preferences change, thus, enabling the supermarket to stay ahead of its competitors. 
[bookmark: _Toc36146244]Weakness 

The supermarket has adopted a short-term strategy – due to future uncertainty, ASDA supermarket considers cutting down the number of jobs. Munbodh and Tommy (2018) reveal that the supermarket had begun consultations on how the employee’s roles can be combined. The intention to retrench employing impacts negatively on the business. First, it creates a bad image for the company and secondly, it reveals that ASDA had resulted in the use of short-term strategy, which threatens the future success of the business.
[bookmark: _Toc36146245]Opportunities

Acquisition of small business – business uncertainty caused by the decision to exit from the European Union has a greater negative impact on small businesses. Ghosal and Ye (2019) assert that small businesses have a higher probability of not making capital investments as a way of responding to future uncertainties. Since small businesses are more affected by uncertainty, many of them would be will to accept a merger. This presents an opportunity for big firms like ASDA to acquire small businesses as a way of expanding business operations.
[bookmark: _Toc36146246]Threats

Competition- ASDA faces stiff competition from other supermarkets, and as a result, the company has resulted in using low pricing strategy to attract more customers. Low pricing threatens the profitability of the firm, since it is based on the assumption that the supermarket would sell a larger volume of goods. In case the sales do not increase, low pricing poses a considerable risk of little profit that threatens the sustainability of the business. Besides, competition tends to increase business expenses in the sense that ASDA has to invest in research and innovation as a way of staying ahead of the competition. 
Government policy- in the recent past, the UK government has been negotiations to leave the European Union, which is a trade union that allows free trade among European countries. These negotiations create uncertainty for ASDA supermarkets, as exiting from the trade union may means that the supermarket will have to pay tariffs on the goods imported. Therefore, Brexit policy threatens ASDA’s business operations. 
[bookmark: _Toc36146247]PESTLE Analysis for ASDA Supermarket

Pestle analysis is a useful tool that helps managers to evaluate the external business environment. Perera (2017) suggests that pestle analysis compliment the SWOT analysis in the sense that it form the basis of identifying the opportunities and threats. Pestle analysis is important, since it helps in identifying factors affecting business performance either directly or indirectly. Subsequently, it enables managers to develop effective strategies that, when implemented, help to overcome the problem.
[bookmark: _Toc36146248]Political Environment

ASDA supermarket is affected by government action to leave the European Union (Brexit). Zaidi et al. (2017) explain that in 2015, the UK parliament initiated a Brexit discussion, which led to a referendum in 2016. In the poll, the majority of the people voted in favour of the UK exiting the European Union. Brexit action creates uncertainty and negatively affects the ASDA supermarket since it increases the costs of importing goods. Since the UK is no longer a member of the trade union, the chances are that firms such as ASDA are required to pay tariffs. Consequently, these costs are likely to be passed on to the consumers. 
[bookmark: _Toc36146249]Economic Environment 

Change in consumer behaviour – ASDA supermarket has realised a decline in sales due to a change in consumer behaviour. Unlike in the past, when consumers preferred walking into big supermarkets, consumers nowadays prefer shopping online. Rhodes (2018) reveals that consumers have adopted a click and collect shopping behaviour, where a customer makes an order online, and then collect the goods ordered at his or her convenient time. To some extent, this has replaced physical shopping, thus negatively affecting the ASDA supermarket.
Competition – ASDA faced stiff competition from other supermarkets. In the UK, there are several other well-known chain supermarkets, which have stores across the countries. These supermarkets force ASDA to invest in research and development so that it can develop new products to attract customers. For that reason, ASDA supermarket is unable to make reasonable profits.
[bookmark: _Toc36146250]Sociocultural Environment

The sociocultural factors have negatively affected ASDA’s foods. Perara (2017) propose that sociocultural factors such as norm, myths, and religious beliefs shape the consuming and purchasing behaviour of the local residents. ASDA supermarket had been trying to introduce American foods in the UK market. However, the foods have not yet penetrated the market, since many residents perceive American foods like junk and believe that these foods can cause obesity. Since people are demanding a healthier diet, the sales of American foods have declined, thus, negatively affecting the business.

[bookmark: _Toc36146251]Technological Environment

Recently, consumer-shopping behaviour has changed. Unlike in the past, customers have shifted to shopping online. As a result, ASDA’s sales have declined, due to the adoption of new technology. Although ASDA has established a website where customers can shop online, the website needs to be user friendly to allow customers to navigate and find goods they are looking for more easily. To satisfy consumer demand, ASDA has to use a substantial amount of money to digitalise its operations. 
[bookmark: _Toc36146252]Legal Environment

There are no legal issues affecting ASDA operation. The supermarket abides with the rules and regulations set by the UK government.

[bookmark: _Toc36146253]Ecological Environment 

Supermarkets chains are perceived to contribute to air pollution through emission of carbon dioxide. Supermarket operations, such as transportation of goods from one store to another and preparation of retail foods contribute to an increase in carbon dioxide in the atmosphere. Recently, air pollution in the UK has become an issue of concern, since it is associated with health risks such as increased respiratory ailment (Li and Mattal, 2018). Consequently, the government demand supermarkets and other retails stores to minimise air pollution. However, it is crucial to note that reducing carbon emission involves enormous costs. Thus, the demand to reduce carbon emission affects the performance of the supermarket chains, especially those that have retail foods, such as ASDA. 

[bookmark: _Toc36146254]Findings of the Reports

Government actions to exit from the European Union create business uncertainty that has adversely affected ASDA supermarket. As such, the ASDA has adopted short-term strategies, such as cutting down the number of employees as a coping mechanism. The idea to reduce employee put the business performance at risk, since it gives people the wrong image of the organisation. In other words, retrenching employees can ruin the reputation that ASDA has spent many years building. 
ASDA supermarket is facing stiff competition from other supermarkets in the UK. This competition affects the business in that ASDA has to invest in the innovation of new products to staying ahead of the competition.
Change in consumer behaviour has significantly affected business performance. In the past few years, ASDA supermarket has realised a decline in sales, which can be attributed to a shift in customer shopping behaviour. Unlike in the past, people have impressively started to shop online as opposed to physical shopping at the mall.
Environmental conservation demands have reduced the profit margins realised by ASDA supermarket. Since air pollution has many adverse effects on human health, the government demands supermarkets to minimise the emission of carbon dioxide. Efforts to reduce the carbon dioxide emission cost ASDA supermarket a substantial amount of money; hence, it reduces the profits of the business. 
[bookmark: _Toc36146255]Recommendations

To cope with future uncertainty, ASDA should consider offering part-time jobs rather than retrenching employees. The advantage of using part-time jobs is that it helps to reduce labour costs, which is essential when the business is facing future uncertainty. Kunn-Nelen et al. (2013) reveal that part-time jobs help the firm to allocate labour more efficiently. A clear implication is that adopting a part-time job strategy does not harm productivity. 
ASDA supermarket should invest in research and development (R&D) to help overcome the competition. Focusing on research and development would help the supermarket to realise when consumer tastes and preference chance; hence, adjust their operation appropriately. Besides, investing in R&D encourage innovation, which gives the business a competitive advantage (Adhikari, 2011). In most cases, innovation led to the development of new products, which attracts customers. 
ASDA supermarket should invest in new technology such as developing a mobile app to complement the company’s website. A mobile app is advantageous because it improves customer service and enables the customer to inquire from the firm more quickly. Besides, the mobile app is easier to use; hence, more convenient for the customers. The use of a mobile app would benefit the ASDA supermarket, since it captivates customer loyalty.
To minimise the cost associated with the reduction of carbon emission, ASDA should brand itself as an organisation that takes part in social responsibility, such as environmental conservation. Perez and Del Bosque (2015) explain that corporate social responsibility initiatives impact positively on the organisation, since it makes the customer identify with the firm, thus encouraging repurchasing behaviour. As such, social responsibility initiatives can help ASDA to create customer loyalty.


[bookmark: _Toc36146256]How to Measure and Communicate the Strategies Recommended

An increase in profits and sales can help to measure the effectiveness of the above recommendable strategies. After adopting a part-time job strategy, ASDA supermarket should be able to realise an increase in profit to assert that part-time job reduces labour costs. The effectiveness of using a mobile app and taking the initiative in social responsibility can be measure with an increase in sales.
ASDA supermarket can use various ways to communicate with interested parties. To implement a part-time job strategy, the company can write an internal memo explaining to the employee the reason the firm had resulted in part-time jobs. There are high chances that employees would understand and accept the change. The use of mobile apps can be communicated through a commercial advertisement, which would explain to customers a few basics on how to use the app to place an order. ASDA supermarket can use packaging material to communicate to customers about the social responsibilities that the firm is engaging in, such as environmental conservation. This strategy would encourage customers to repurchase as a way of showing their support for the initiative. Consequently, this would help ASDA to create customer loyalty.
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