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1.0 INTRODUCTION
This report has been requested on 10th February 2020 by the Chief Executive of Walmart to be completed by 20th March 2020.The report will be submitted by Audra Arundel, chief operations officers of ASDA. The company share of the marketplace has fallen from 16.9% in January 2015 to 14.9% in January 2020 with discounted supermarket Aldi increasing their share year from 4.9% to 7.9% within the same time frame(statista,2020). The report will provide an analysis of the current problems that ASDA are facing, included in the report will be a SWOT analysis and a PESTLE in order to gather information and aid analysis. A conclusion of ASDA’s problems will be drawn and a suggestion of options for improvements will be included. The process of communication, monitoring and reviewing the implementation of the chosen options will be explained. The use of secondary research tools such as textbooks, journals, articles and the internet will assist with research methods.




2.0 FINDINGS 
2.1 Overview of the organisation
ASDA is one of the “big four” supermarkets with just over 15% of the market share in September 2019.There are over 600 stores employing over 165,000 colleagues and serving over 19 million customers each week. In 1999 ASDA was bought by American company Walmart and promotes itself under the slogan “Save Money, Live Better, with a core supermarket business of food, homeware and clothing. 

2.1.1 The history of ASDA
see appendices 6.1
ASDA was the first UK discounter, the Asquith family ran a butcher’s shop in Knottingley, West Yorkshire. The two sons Peter and Fred were later to become the co-founders of ASDA. During the 1920’s a group of dairy farmers from West Riding joined forces as Hindell’s Dairy Farmers Ltd. These farmers included the Stockdale family (A. Stockdale). Through diversification, a new public company was formed in 1949-Associated Dairies & Farm Stores Ltd with Arthur Stockdale as managing director. During the 1950’s and early 1960’s Associated Dairies expanded the business of butcher shops and created the Craven Dairies brand for its cake shops and cafes. Noel Stockdale the son of Arthur went on to join with the Asquith brothers to become the other co-founder of ASDA and together the new company changed the way customers shopped.
[bookmark: _Hlk34480468]In 1958 looking for inspiration the Asquith brothers travelled to America to visit the world’s first supermarket Piggly Wiggly, impressed with the concept with vision for a future model ,returned to the UK and in 1963 opened the first supermarket named Queens at the former Queen Theatre in Castleford ,Yorkshire offering discounted goods ,followed by a second ‘Queens’ store. On the 3rd May 1965 the first ASDA store was opened including a large car park to cater for the growth of car ownership, knowing car ownership would alter the way people shopped from small regular shopping trips to large weekly ones. It was during this period that the Asquith’s were looking for a firm to take over their butchery section, contacting Noel Stockdale and began their retail partnership. ASquith +DAiries =ASDA 
In 1967 ASDA opened the company’s first petrol station, with a deal through Russian oil company NAFTA. The following year Associated Dairies bought out the Asquith brothers and began an expansion programme beginning the new decade with over 30 stores, by 1977 ASDA had expanded into the south of the U.K. The 1980’s saw further expansion with the number of stores growing to over 100 ,7 distribution centres and the introduction of George clothing. In 1990’s saw renewed success with ASDA joining the Walmart family in 1999.By the end of ASDA 2008 the company’s first ECO store was opened in Bootle,Liverpool.2015 George celebrated 25 years with ASDA celebrating their 50th birthday by opening the 600th store with profits for the business over £1bn .In 2018 Sainsbury’s and merger announced a proposed which was blocked in 2019 by The Competition and Markets Authority(CMA). (corporate asda,2020) 


2.1.2 Products and services available
ASDA offers a variety of services including petrol, opticians, pharmacies and financial services along with concessions offering services such as banking, dry cleaning and hairdressers and soon to be partnership with Greggs in March 2020.ASDA also operates a home delivery service through online orders. ASDA’s mission statement is: ‘To be Britain’s best-value retailer exceeding customer needs always’ ASDA also have a statement of purpose which is ‘To make goods and services more affordable for everyone’. A set of values helps the company to make decisions which are:
. respect for the individual
. strive for excellence
. service to our customers.
(business case studies ,2019)
2.2 Investigating ASDA
The core of ASDA‘s business is based around keeping prices low, the company are prepared to have sections of the business such as petrol and clothing that either provide little or no profits but entice customers into the stores with the aim  to have low prices leading to more customers and higher overall profits. ASDA became a victim of its own success they became overconfident and began to increase prices while discount stores such as Aldi and Lidl began their growth. In 2008 a global crisis began, and inflation rose above 5%, household incomes were squeezed. Customers were forced to shop in discounted stores. Clive Black head of research at Shore Capital” The big four bosses were not just sleeping at the wheel, they were comatose” by the time supermarket bosses realised the problems the damage was done (The Guardian,2019).

2.2.1 Nature, scope and impact of ASDA’s problem
NATURE
The nature of ASDA’s problem is that the company became complacent with the competition. When other supermarkets were developing a discounted model ASDA decided to increase prices with the confidence that customer loyalty was secure. Discounted supermarkets were not only providing low cost goods they were delivering a business that made every decision based on profitability. ASDA dismissed these discounters and the costs saving ideas a decision which has left them trying to win back the customers as the discounter’s continued to grow and take the market share off the big four supermarkets.


SCOPE
The scope of ASDA’s problems is far reaching with financial difficulties affecting shareholders and investors who have lost confidence in the company and invest elsewhere.  
To achieve a more affordable deal ASDA may decide to change suppliers, this will affect current suppliers and their profits. In 2017 ASDA was named worst supermarket in the treatment of suppliers.
ASDA’s dismissal of the discounted competition meant the company has had to make drastic decisions to change colleague contracts with colleagues facing job losses if they do not sign. The company has now had to quickly find ways of cutting company outgoings.

IMPACT
The impact on shareholders and investors would not only be financial loss to them it could affect other investments such as savings and pension pots.
Colleagues would lose any profit related bonus, save as you earn, loss of overtime, reduced hours or possible redundancies. Salary increases if any would be minimal. Colleagues have the insecurity of possible job losses or reduced hours; morale is already low due to the introduction of new contracts, there is a possibility that experienced colleagues could leave to find job security leading to a  fall in customer service.
Local businesses may lose passing trade if the number of ASDA’s customers footfall or the company decide to close non profitable stores also leading to local councils would lose business taxes and rates.
ASDA suppliers could lose business if they cannot provide a more profitable deal. If the company changes suppliers could lead to a problem with product availability possibly losing customers to a competitor.
Engaging with local charities may become unachievable.
Customer could be impacted by possible price increases or inferior quality goods. 
With less colleague hours and profits ASDA would not be able to invest time and money into local charities affecting the less fortunate in the local community.


2.3 SWOT analysis of ASDA
See appendices 6.2
By undertaking a SWOT analysis on ASDA the strengths of the business can be identified. The business is established with a good reputation as a provider of low-cost goods. The company owners Walmart provides the company with buying power when dealing with suppliers and wholesalers, bulk buying provides the company with bigger discounts from suppliers. 
Weaknesses of ASDA include the amount of stock holding required to provide a large variety of products to the consumer leading to a vast amount of money to be tied up in stock. The company has strong competition from other supermarkets, ASDA are not as competitive with discounters. The inability to provide the smaller basket shop with lack of local shops is a weakness for the company with consumers going back to more frequent shops .The change in colleagues contracts allows more flexibility to stores to have  the right hours in the right place to provide a better customer service ,the downside to this is the change has brought with it low morale among colleagues which can be detrimental to providing an enjoyable shopping experience for consumers. Polling survey suggests that ASDA could lose up to 7 million shoppers over the treatment of colleagues with 37%of shoppers saying they would be less likely to shop at ASDA(GMB,2019).
ASDA’s has opportunities to develop and continue the growth of the company. An expansion programme could begin to open smaller local convenience stores. Larger stores could capitalise on renting space to concessions bringing a regular rental to enhance store profits. The company could also benefit from a possible merger with a wholesaler who could cut out the middleman and provide larger discounts when suppling ASDA. The recent proposed merger of Sainsbury’s and ASDA has been rejected by the CMA due to fears it would push up prices and reduce choice and quality, ASDA however could possibly merge with a different supermarket. Another opportunity for the company would be to develop a price matching promotion to rival other supermarkets.
Flexible working colleagues who work the hours the store require, expected to do all aspects of the job from till operation, stock replenishment to cleaning. The stock supplied ready to display on the salesfloor and the variety of lines available limited to essentials to save colleague hours on replenishment and investing money in stock will provide opportunity for growth.
The threats to ASDA currently include Britain leaving the European Union(E.U.) which will possibly bring additional tariffs on trade deals with increases in taxes and the movement of goods becoming more difficult, the weakness of the British pound is also a threat to the company due to the uncertainty of leaving the E.U. meaning the cost of importing goods will rise. Walmart are looking at possibilities of offloading the company after the Sainsburys merger was rejected making ASDA more vulnerable. Rising costs of wages and business rates are a concern for the company with the government looking for the national living wage to rise to £10.50 an hour by 2025 and business rates due to increase by 1.7% in April 2020.The company has implemented contract changes to colleagues to be proactive to these rising costs. ASDA has the growing threat of competition from other supermarkets especially the discounted ones such as Aldi and Lidl with Aldi’s market share rising to 7.8% and Lidl’s rising to 5.9% in 2019.

2.4 PESTLE analysis of ASDA
See appendices 6.3
POLITICAL
The change in the government has brought uncertainty regarding taxation and pricing, for example the government has introduced a minimum price for alcohol in Wales from 2nd March 2020.When this was introduced in Scotland NHS research found that alcohol sales fell by 3.6%(BBC news,2020).ASDA’s 20% off 6 bottles of wine and multi buy beer offers are a successful loss leader and a way of encouraging customers into the store, minimum pricing will affect the company’s ability to offer this and the company will have to introduce new offers to entice customers to choose to shop at ASDA.

ECONOMIC
Employment levels are increasing in the U. K but with zero hours contracts and increased part time work, the levels of disposable income are low. This is a factor for the company when pricing products to be able compete with other supermarkets and attract customers.

SOCIAL
Lifestyle choices such as veganism & gluten free diets are becoming increasingly popular with ASDA needing to improve their range to cater for the consumer. By understanding the populations needs and requirements it will assist the company in developing new range and the merchandising space allocated to them. ASDA is recognised for supporting community charities and was voted retailer of the year in 2019.

TECHNOLOGY
Online services continue to be increasingly important to the consumer the progression of all services from online delivery, click and collect is required to stay ahead of the competition.
ASDA launched a loyalty reward scheme in 2019 for online homeware and clothing purchases offering discounts on future purchases. The scheme is not as competitive as other supermarkets, but the company can gain access to data of customer preferences.
Advancement of sales data can improve product availability and allow the company to provide the right goods in right stores.



LEGAL
ASDA is currently facing a court case for equal pay between shop floor colleagues who the majority are female and distribution colleagues who are predominantly male. Nearly 40,000 colleagues will be liable for compensation if the case brought against the company is successful.
The costs of being an employer continue to increase with rises in the national minimum wage requirements from £8.21 in 2019 to £8.72 in 2020(BBC,2019), along with pension contributions increasing from 2% in 2018 to 3% in 2019(GOV.UK,2020).
Likely implications for businesses after leaving the E.U. are that costs and an administration burden on doing business outside the United Kingdom will rise. Rules and regulations on labelling, testing and product specifications are likely to change bringing further obstacles for movement of goods. Businesses will need to be fully up to date with changes in law that affect the company.

ENVIRONMENTAL
With customers are more conscious of sustainability and the environment ASDA is committed to reducing the environmental impact the company has regarding the goods sold and supplied.
The company stock sustainable products at an affordable price to make being green an achievable goal. ASDA has announced it is to launch its first sustainability store in May 2020 where shoppers can fill their own containers including well-known brands such as Kellogg’s cereal and PG Tips tea. Loose products such as mushroom and cucumber will be sold without plastic packaging. In addition the store will offer recycling facilities for plastic bottles and hanger recycling. (Retail gazette,2020). Energy use in stores has been cut by 20%and in the last decade carbon footprint has been reduced by 38%. ASDA is committed to 100% recyclable packaging by 2025 and to sustainably sourcing the top 20 commodities.



2.5 5 Whys analysis
Sakichi Toyoda founder of Toyota industries developed the 5 Whys analysis in 1930’s the technique is still used by Toyota today (Mindtools,2020). The analysis recognises that the root cause of ASDA’s problem is that the company did not perceive the discounted supermarkets as competition.
ASDA’s problem has been identified as the company losing its share of the market,
Why? is ASDA losing customers
why? due to prices being higher than the competition
why? instead of keeping prices low and cutting business costs ASDA increased prices
why? ASDA believed the company had established customer loyalty and would not lose customers
why? ASDA did not perceive the new discounted supermarkets as a serious threat


















3.0 CONCLUSION
On the findings of the report the main concern to the organisation is the continuing success of the competitors. The main attraction of the supermarket to the consumer is to provide low price, good quality products. All supermarkets are continuously battling with each other to entice shoppers with lower priced goods and providing the best customer service. With low prices having to be maintained savings on other areas of the business are essential to be able to survive. ASDA as a middle of the road supermarket with quality not the best and prices not the lowest does not help the company to engage with its customers, the company would benefit from definition. ASDA’s competitors have already implemented changes to the organisations to reduce costs and pass on savings to the consumer by redundancies, changes in premium rates, store closures and the reduction of the amount of lines stocked. Every company decision needs to be made based on how profitable it is. The large variety of goods ASDA supplies is a concern with surplus stock held in store warehouses and distribution centres, the company finances are tied up in stock rather than using the equity for further development of the business. Brexit remains a concern for the company with the uncertainty it brings from both the weak pound increasing the costs of importing goods and the legal and political implications of trade deals. The U.K leaving the European union is a problem that the company has no control over and will have to adjust to new legislation. Rising costs as an employer is also out of ASDA’s control however the company has been proactive with implementing contract changes. ASDA must prioritise the problems within the organisation that the company is able to control, the problem that the company is able to control is how to compete with the competition.













4.0 Options
The options available for the CEO of ASDA to consider, enabling the organisation to resolve the problems of the competition and cut overheads to deliver lower costs to the customers are,
4.1 Expand the organisation with local smaller convenience stores
4.2 A merger with a wholesaler may receive the approval of the CMA as a precedent has been set through Tesco, a wholesaler partnership would bring lower suppliers costs helping to deliver lower prices to the consumer
4.3 Create new partnerships with instore concessions to have guaranteed income from the rental of square footage
4.4 Review profitability of store opening hours, decreasing hours where customer footfall is low at the beginning or end of the trading day
4.5 Renegotiate with suppliers to achieve a more profitable deal
4.6 Goods could be supplied ready to merchandise on the salesfloor in pallets or ready to display promotions, resulting in reduced replenishment costs
4.7 Reduce the amount of lines stocked in store to reduce the equity tied up in stock for the organisation
4.8 Develop a price match promotion to compete with all competitors

5.0 Action plan
Store decisions implemented:4.1-4.5
Stock decisions implemented:4.6-4.8
Monitoring the decision
Resources
Goods ready to merchandise, a smaller variety of goods and reducing store opening hours will save both physical and financial resources
Suppliers deals will save financial resources
Key Indicators 
Smaller warehouse spaces would be required possibly leaving footage for a concession
Less replenishment and reduced opening hours would save on wage costs
Supplier renegotiations would lead to lower cost goods
Targets
The company should achieve:
Within in 6mths -4.4, 4.5, 4.6 &4.8
Within 1 year- 4.3 & 4.7
Within 2 years- 4.1 & 4.2 

Reviewing the decision 
Have all options been implemented within required time scale?
What companies are interested in a concession within store?
Are individual stores more profitable?
Has customer footfall increased or decreased?
Have profits increased or decreased?
Have store standards improved or not?

Communicating the decision
Internal communication would include emails to all stores with stores holding management meetings to communicate and update all store management teams. Store management would then brief their teams verbally to maintain a two-way line of communication. Noticeboards and colleague websites are a useful way to communicate with colleagues.
External communication would include emails to stakeholders and letters to suppliers. Where relevant Advertisements in social media and newspapers depending on what needs to be communicated.












6.0 Appendices
6.1 Timeline
1960’s
1965- 1st new supermarket with large carpark
1966- general merchandise introduced
1967 -discounted petrol stations introduced
1968 -Associated Dairies bought out The Asquith brothers, Peter remained part of the business

1970’s
1970 -ASDA had over 30 stores and about to expand south
1971/77 -new managing director appointed Peter Firmston-Williams to begin the growth
1977 -launch of the ASDA price tv advert featuring the "Pocket Tap"
1979 -over 80 stores
diversified with ASDA property and ASDA drive 
bought Allied Carpets and Wade's furniture

1980’s
1981- opened 100th ASDA 
new managing director John Fletcher
1984 -new strategy to develop brand with fresh new look and centralised distribution centre
1985 -ASDA and MFI merged 
strategically placed distribution centres
1987 -MFI sold; flagship store opened in Watford
1988- new head office in Leeds opened
1989- 7 new distribution centres across the U.K
1989- George Davies created George clothing with high quality & high value


1990’s
1991- Archie Norman joined ASDA, the youngest CEO of a FTSE 100 company
1995 -Archie and his team returned ASDA to success
1996- 1st pharmacy opened
1998- online retail service with depot in Croydon
1999- ASDA joins the Walmart company
2000’s
renewed growth, grocery home shopping followed by non-food online business
2002- ASDA voted top company to work for
2004 -voted Best Value Retailer
Britain’s biggest clothing retailer
ASDA living store launched in Walsall
2004- announced £21 million raised for charity in last 5 years
2005- new CEO Andy Bond brought fresh new look and success, expanding into Northern Ireland 
2006- sell for less programme introduced
2007- Andy Clarke named new COO and later CEO 
Online Direct. ASDA .com launched
2008- ECO store opened in Bootle
launch of online George store
2009- International Produce Ltd acquired to source fresh products



2010’s
2010 -100 Day satisfaction introduced
2012- Community Life programme introduced supporting local charities
First drive through Click &Collect installed in Queensferry
2013 -opened new merchandising Centre of Excellence
First stand-alone petrol station introduced
2014- Voted Community Retailer of the Year 
Voted one of the top 50 employers for women
ASDA launched George home range
2015- ASDA ‘s 50th birthday, opening the 600th store 
Profits surpassed £1bn for the first time
George celebrated 25 years since it launched
Tickled Pink campaign raised £50 million over last 20 years
New CEO Sean Clarke 
2017- Grocer Gold Award for 20th year as lowest priced supermarket
Asda commits to paying all small suppliers within 14 days
2018 -New CEO Roger Burnley 
Sainsbury and ASDA announced proposed merger
2019- proposed merger blocked
(corporate asda,2020)








6.2 Swot analysis 


Weaknesses 
· Large amount of capital caught up in stock
· Lack of smaller stores
· Low morale due to contract changes
· Strong competition/not as good as Waitrose but not as cheap as Aldi and Lidl


Strengths 
· ASDA is an established firm
· Walmart’s buying power
· Identified as low price
· Community charity work
· Retailer of the year 2019

[bookmark: _Hlk34233637]                                                         
Threats
· Brexit tariffs on trade deals, taxes, movement of goods
· Walmart selling off ASDA
· Weakness of pound
· Competition from other supermarkets, popularity of discounted supermarkets
· Rising costs of wages & business rates
· coronovirus


           
Opportunities
· Expansion to include smaller convenience stores
· Possible merger other than Sainsbury’s maybe a wholesaler
· Capitalise on concessions within stores




6.3 Pestle analysis
Political
· Rising taxes for products sold below cost i.e. alcohol
· Trade deals
Economic
· Importance of low pricing
· Taxes for trade deals
Social
· Understanding social changes like age & lifestyle to introduce new products and services
Technology
· Online shopping and how ASDA use technology to grow the business e.g. loyalty card, offers targeted for individuals
· Provide sales information, right goods in the right stores
Legal
· New trade laws after leaving the E.U
· Increasing minimum wage
· Ongoing court case for equal pay
Environmental
· Reduce waste both instore and for consumers
· ASDA stores eco friendly
· Improve /reduce carbon footprint




 


  
              
                    
                   
                                    
                   
                                                                      
                                                                     
image1.png




