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Introduction:
A business organisation is part of the environment, that’s why the environmental factors influence the culture of the organisation. The organisation has to react and act towards what is happening in its surrounding as those environmental factors can affect the function of the organisation directly or indirectly, therefore the working efficiency will be affected. Also, these factors can make the strategic decision to be changed to achieve the organisations objective.  That’s it is important for a business organisation to know how the environmental factors can influence the organisation and take appropriate action to achieve the goal. However, this report will be produced on conducting the environmental analysis on ASDA supermarket for both external and internal environment.  The report will also conduct the analysis on ethical stance of ASDA. Furthermore, this report will create a comparison of ASDA and its competitors’ culture and finally there will be recommendation to improve the company culture in the future.

Business environment:
The term business environment is known as the factors that directly or indirectly affect the organisation’s activity and decision-making process. According to Fernando, A.C.  (2011) ‘All the external factors which have bearing on business activities may refer to the business environment’.. Also, these factors can be internal within the organisation or external outside of the organisation. An organisation can control its internal environment but can’t control external environment rather has to act or react toward it. That’s why the business environment can be divided as internal business environment and external business environment. These also known as micro and macro business environment. The following Figure 1 shows the business environment of ASDA.
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Figure 1: Business environment of ASDA.
Some of the environmental factors vary depending on situation that’s the supermarket ASDA must know how these factors can affect its operation to maximise its operation. That’s why it is essential to conduct analysis on both external and internal environment.
Analysis of external environment:
External environment of a business is known all the factors or elements that are outside of the organisation but can impact its operation. Analysing the external environment allow the higher-level management to make advance decision for any likely to be changes in the future and that may affect the business purpose. According to Mercer, D (1998) ‘the main benefit deriving from any observation of external environment lies not in recording what is now or even what it has been, but in predicting what likely to be in the future, so the strategic plan can allow for this.’ To conduct this analysis there are various tool available but in here PESTLE is being used to conducting the ASDA’s external environment. The PESTLE stand for Political, Economic, Social, Technological, Legal and Environmental factors. 
Political Factors: In general, there are various political institutions in a country and their role is to make various policies, rules, regulation. Also, the government put terms and condition for the business organisation and ASDA is not out of that. That’s why ASDA must make its strategic plan that’s can suite those policies, terms and conditions. According to Campbell, D. J.  Craig, T.  (2005) the operation of a business is deeply affected by the policies and actions of political institutions. Following are the most significant political factors influence ASDA.
· Stable political environment in the UK provide the opportunity to ASDA to make a long-term business plan. Where, the company doesn’t need to fear of changes in trade policies when the government change. 
· International trade agreement like EU provided opportunities for the company to buy the materials from various country across the EU without any obstacle, available labour, low taxation etc. On the other hand, to company need to plan ahead as the Brexit will create threat for the company. 
· In UK all the political institutions play a vital role to make policies, where ASDA need to be aware of those political decision like pressure of increasing the minimum wages every year.
Economic Factors: The economic factors include interest rate, employment and unemployment rate in the country, disposable income, value of the money, pricing strategy, labour market etc. However, following economic factors are most significant to influence ASDA operations.
· Inflation rate directly affect the business higher inflation rate decrease the value of money there for customer will spend less money. But fall in inflation can positively impact the company and provide opportunity. Where ASDA can reduce the price for customer to boost the sales as they will be able to buy raw materials in cheap price. Recent fall in inflation will positively impact the ASDA, where report published on the online news The Guardian by Partington, R (2019) shows that inflation rate fall to 1.7% lowest in last three years. Now, this change in inflation provide ASDA the opportunities as customer may willing to spend extra money and ASDA can attract those customers by reducing the price as the company can buy raw materials at cheaper price.
· Increasing the interest rate by Bank of England after the Brexit will negatively impact and create threat for ASDA to expand its business further, purchase raw materials on credit or even selling the product on credit to the customer. According to the news published in the electronic news portal The Times by Aldrick, P (2019) ‘The bank of England said after the Brexit deal is agreed the interest rate must be increased to stop the economy from overheating. 
Social Factors: All the factors that influence the social tendency in the society are known as social factors. Which includes, religious point of view, social status, disposable income of the society, norm-value, ethnic background etc. Following social factors have most important influence on the supermarket ASDA. 
· Ethnic background plays a vital role in UK’s supermarket. Where ASDA carefully need to select its product that can meet the customers demand in local area, and which varies by season to season. This give the company opportunity as ASDA already have unveiled ethnic expansion by providing product that suite during the various festival like, Christmas, Diwali, Eid etc. (Neiyyar, D, 2009, B.B.C online news). However, ethnic minority may face problem and turn away from ASDA if the company only focus on Majority. That’s why it is important to know all the ethnic background of people living near the store and make the products available for all type of customers will beneficial for the company.
· Disposable income of a household influences their spending. Generally, if the income is high people spend extra money but if the income is low people will buy only essential items. That’s what ASDA need to find out the local areas disposable income that they can offer variety range of products. 
Technological factors: All the factors that are linked with electronic, technical or digital media are known as technological factors like, Wi-Fi, internet, computer, mobile, machinery etc. In this digital era new technologies are keep coming or upgrading. This influenced the company and demanded the technological changes, where ASDA did react to those technological changes like; click and collect service, self-checkout. Mobile app, and free Wi-Fi in the store etc (ASDA 2019). The technology can be threat for the company if new upgrade come for the equipment which is already installed. On the other hand, technology can be opportunity like new invented equipment which reduce cost and increased the productivity. But the company need to keep itself up to date with new technology and upgrade the old one or adapt the new one to attract the customer, also to maximise the working efficiency. 
Environmental Factors: All the factors that are related to ecology in a geographic area are known as environmental factors. Like, climate, rainforest, global warming etc. The global warming and climate change already affecting ASDA fresh products. Where report by Confino, J (2014) in online news The Guardian says 95% of the entire fresh produce range sold by ASDA is already at risk from climate change. This create threat for ASDA and the company need to find solution by reviewing marketing strategy and choosing more sustainable product or reviewing the product that use too much water and are too bad for the climate.  
Legal Factors: All the factors related to legislation and laws are known as legal factors. Like: consumer protection act 2018, minimum pay rate, trading hours, tax etc. Like continuous increasing of wages is threat for ASDA. In the government website The GOV.UK 2019 pay rates since 2016 shows that minimum living wage was £7.20 in 2016 and by increasing every year it is at current year £8.21. ASDA can’t control it rather the company must follow the law. Also, following the trading hours, licensing conditions, paying tax on time are legal requirement for ASDA.

Analysis of internal context: 
Internal context are all the internal environmental factors that influence the organisation’s operation to achieve the goal.  Internal context analysis mainly helps to understand the internal strengths and weaknesses of an organization to increase the effectiveness of the organisation. McKinsy’s 7’S model is one of the most famous tools for analysing the internal environment of an organisation. According to Witcher, B,J and Chau, V, S (2010) In 1980 this model was developed by McKinsey’s consultants Tom Peters, Robert Waterman, and Julien Philips. McKinsey’s consultants argued that an organisation as a whole 7 important variables shown in figure 2 and it is essential that those are interlinked. So that is impossible to make significant progress in one area without making progress in other area too. Following figure 2 is McKinsy’s 7’S model.
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Figure 2: McKinsy’s 7’S model for ASDA.

However, it is important to analyse those 7 variables on ASDA to find out how these are impacting on the performance of ASDA.
Hard elements: Manager influences them directly, where these are easily identifiable.
· Strategy: In term to compete in the market an organisation develops a plan which is known as strategic plan. Like in 5 years where the business should stand. A clear strategic plan will definitely impact on the performance positively. In ASDA one of the strategic plan was to remove plastic used in the packaging as much as possible and the company was successful to remove 6500 tones in 12 months (ASDA Q1 release 2019). 
· Structure: Running smooth operation is depends on the managerial structure and how strong it tis. Organisational structure in ASDA hierarchical and functional with communal culture. Where different group work separately that why lack of communication between different groups. That’s why ASDA should maintain the cross communication clearly where each person should be committed to fulfil the duty with other group when needed.
· System: The process, rules and procedures of the company how it should be functioning and who is responsible for what. A clear set of procedures must be in place in order to maintain the high performance. ASDA employees hand book give clear instruction to all level of employees. 
Soft elements: More influence by culture and difficult to describe. 
· Skill: The abilities of the employees that perfume the task effectively and efficiently. Skill full employees or workers is an essential for business to achieve the high level of performance. In ASDA every employee goes through the training to become fully skilled, that’s why the performance is higher in the place.   
· Staff: Its involve in recruiting, training, motivating, and rewarding. First of all organisation need to see how many employees the need and what type of employees they. If the correct number employees are not hired and train on time the organisation performance will not be achieved. In ASDA generally enough number of staff are working to meet the demand of the customers.
· Style; The way top managers manage the company. What action do they take and how do they interact? In ASDA top management level is very simple 5 executive officers work under one CEO (ASDA leadership 2019). All the executive officer interacts with each other horizontally. 
· Shared Values: The foundation of the organisation are the value, norms and standard that lead the employee’s behaviour. Shared values are the McKinsye’s core value. Where cross cultures, various belief, ethics play a vital role for maximising the performance. In ASDA people from various background work together to achieve the goal. Maintaining the relationship among various divers’ people is not easy but by implementing the policies and rules ASDA is able to build good relationship with employees and among the employees. That’s why every body are engaged to achieve the goal by working efficiently.

Analysis of ethical stance:
Business ethics can be defined as a tool that a business organisation can use to ensure top level, managers, employees act responsibly and morally in the workplace with every single stake holder. According to Ferrell O.C, Fraedrich, J (2009) most definition of business ethics relates to rules, standards, moral principles regarding what is right or wrong in a specific situation. Managers need to establish the ethics that all the employees adhere to those ethics. There are five ethical sources such as: 
· Utilitarian: Its about balancing the most good things with least harm, where a leader can choose the best approach.
· Rights: Where a leader decide to go with right approach that he/she can protect and respect the rights of other which can be impacted for the decision-making process.
· Fairness: Everyone should be treated equally by the managers.
· Common good: where the managers should protect and look after others well being around them.
· Virtue: A leader must be honest and act with integrity and respect.
Whenever a leader face any issue or situation that he/she need make decision to solve the problem must follow some steps or process to solve the problem effectively. There are 6 steps of ethical decision-making process such as:
· Defining the problem: A leader need to understand the problem first by analysing it, where the leader needs to see the ethical principle and the reason to bring those principle. For example; if any of ASDA’s workers not turning up for work on time. As a leader the supervisor or floor control manager need to analyse this problem. Like if it is only with one individual or other, the time that employee is schedule does it fit his/her availability. 
· Consulting and asking for assistance: Than it is the job of leader to make a strategic plan by taking help from available resources like; hand books, HR policies, even from a qualified co-workers.  
· Thinking about the Effects: Now the leader should consider if it is going to effects other employee for adjusting the rota or changing the individual flexibility and how it is going to affect the business.
· Considering the regulation: The leader should look into the regulations or policies set up by other company in the industry as it will be helpful to decide whether certain action or strategic plan appropriate. As a human being a leader can not be 100 percent right that’s consulting with others will benefits the decision-making process.
· Deciding: After doing to research and consulting others it is essential to make a draft proposal and discuss the decision with others.  But the leader should be carefully considered who to discuss. Like if the issue involve harassment it is essential to discuss only who is involve.
· Implementing and Evaluating: Finally, the decision needs to be putting in place. It is essential also to evaluate the decision if it is working or not.
Comparison of organisation’s cultures:
As people from diver’s society work in an organisation with various beliefs, values and attitude to interact with others, where the organisation place rules and regulations to create a unique social and psychological workplace environment are known as organisational culture. According Schein E, H (2010) to over the past decades organisational culture has drawn from anthropology, sociology, social psychology and cognitive psychology. In any industry the cultures of business organisation look similar but there are some differences that help the organisation to take competitive advantages on each other. Similarly, TESCO is one of the biggest competitors of ASDA in the supermarket industry in the UK and both of their cultures can be compared to see the link and different between both organisations. According to   Schein E, H (1996) there are three level of organisational culture such as; Level 1 Artifacts, level 2 Values and Level 3 Basic assumption. The basic assumptions are at the deepest level where we perceived it previous experiences and we are not always aware of it. Like our beliefs. Second level is our values that our standards, principles. And finally, level 1 Artifacts that is visible, physical features of an organisational culture.
However, both ASDA and Tesco are same by their structure as both companies’ structures are hierarchical structure, which is mainly functional as there are various department and multiple layers. In term of innovating and risk taking Tesco is well advance than Asda as Tesco use more technology to make the shopping easier for tis customer and putting less pressure on staff. Tesco is more people oriented than ASDA and pay competitive salary than ASDA which make Tesco ‘s employees more committed and productive. 
Recommendation:
To stay in the market and to take competitive advantages against the rival ASDA should take consideration of Brexit and plan ahead to tackle the supply issues that come from European countries. Furthermore, the company should take technological advantages like Tesco through innovation, where the company should step ahead on rivals through technology. Also, it is highly recommended for the company to increase the skills of its workers that one person should be able to perform various job role that the company can put them in any department that is busier. 
Conclusion:
Every organisation is influenced by environmental factors, where external factors are out of control rather the organisation must adjust itself with the external forces. That why precaution about the external factors is essential as those factors can change any time.  But internal factors can be controlled by the organisation through a smart strategic plan. Furthermore, the culture of an organisation effect its workers performance deeply that why set of principles, rule and regulations can ensure every one is aware of the organisation’s culture and must obey the rules.   
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