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[bookmark: _Toc35551776]Executive Summary

The management team of ASDA are currently reviewing the benefits of engaging in ethical trading and building sustainable resources to the customer relationship due to the internal and external challenges they face to secure a successful trading future.
The two biggest threats causing the current issues are the competition from other retailers and the increasing customer expectations on how environmentally friendly and socially responsible ASDA are.
The report concludes by recommending how ASDA can modify and alter their current position in the market by switching focus from price to concentrate on areas such as ethical and sustainability behaviours and quality management and how they measure CRM. With the aim of enhancing customer experience and expectation and to gain a competitive advantage.
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[bookmark: _Toc35551777]1.0 Introduction
This report was requested by the Marketing and Operations Directors of ASDA on 08th March 2020. The purpose of this report is to review the benefits of engaging in ethical trading and building sustainable resources, along with the possible impact an organisations quality systems may have on the customer relationship. In a bid to secure future trading due to internal and external challenges ASDA has faced during a difficult time of change and uncertainty.
The procedures adopted to compile this report include thorough primary research to gather relevant background information to policies and procedures used by ASDA and academic sources that support the material used within this report. Written by Natalie Thomas, Submitted on 20th March 2020. 
[bookmark: _Toc35551778]1.1 About ASDA
Asda’s roots began back in the early 1920s, when a group of farmers formed Hindells Dairies. (Your ASDA, 2015). Corporate - ASDA. (2020) explains, the first supermarket opened under the name ‘Queens’ during the early 1960s. Peter Asquith and his brother joined Associated Dairies in 1965 to form a new company, known today as ASDA.                                                                                                                                                        1977 saw the launch of the new ‘ASDA Price’ adverts featuring the famous pocket tap. During this period, (Corporate – ASDA, 2020). 
ASDA embarked upon a new programme of diversification, with over 80 stores, they were booming. A new strategy helped develop new ASDA Brand products and commissioned a fresh new look. While in 1989 the ASDA clothing range was produced which became one of the top UK clothing brands. Archie Norman installed a new framework for organisational structure, ‘the ASDA way of working’, promoting colleague involvement, it was the start of Asda’s culture. In 1996 the Tickled Pink Campaign was launched to raise money for the fight against breast cancer, which remains today. ASDA Became part of the Walmart group in 1999. Entering a new century, with tremendous growth, new stores opened, and new brands were introduced. ASDA launched the grocery online shopping business, which later followed the non-food online business. (Corporate – ASDA, 2020). In 2002 they were named ‘top company to work for’, (E-reward.co.uk, 2002).
A new environmentally eco store opened, using recycled bricks and in 2012 the community life programme was launched, supporting local events, charities and schools. Celebrating its 50th birthday and its successful partnership with Walmart, ASDA adopted a new logo and purpose strategy, ‘Save money. Live better’. (Asda.com, 2020) (a). 
Today ASDA currently has 145,000 colleagues and an estate of formats, serving 18 million weekly shoppers. (Corporate.asda.com, 2020).                  However, Kollewe, J. (2020) explains, they are currently losing market share to competitors. 

[bookmark: _Toc35551779]2.0 Findings

[bookmark: _Toc35551780] 2.1 Engaging in Customer Relationships
Recent trends in demographic changes, digitalisation, quality and sustainability are influencing the behaviours and mindsets of customers. (Lubin & Esty, 2010).
How an organisation engages with customers has become increasingly important when achieving success. Customer Relationship Management (CRM) is a technique used to address and develop an organisations relationship with customers, clients, supporters and advocates in order to maximise value to the organisation.
Wail, (2018) describes CRM as a feasible marketing strategy used for the purpose of winning and sustaining an organisations relationship with their customers with the overall aim of satisfying customers and increasing profits. However, Tworek & Salamanca, (2019) describes CRM as a combination of people, processes and technology that seeks to understand a company’s customers.
Retaining customers is more difficult than ever in the age of dying brand loyalty. Organisations that succeed in this environment are those who understand their customers.
Avery, Fournier & Wittenbraker, (2014) suggest consumers are constantly building relationships with brands, however, tools for analysing customer data and expectations are now allowing organisations to personalise and manage those relationships. Edwards, (2018) explains how great Amazon is at going to great lengths to exceed customer expectations, leveraging information to test, compare, contrast and respond accordingly.
[bookmark: _Toc35551781]2.2 Ethics and Sustainability
[bookmark: _3dy6vkm]With the demand for customers wanting to reduce the negative impact on the planet, it has become increasingly important for organisations to adopt an ethical and sustainable plan to improve and enhance customers experience.
Although sustainability interests only a small niche of investors, Lubin & Esty, (2014) suggests studies show companies are translating sustainability strategies into financial gain and competitive strength. Generating sales growth using new environmentally conscious products and services, identifying ecosystems to trim costs and addressing risks to pollution and natural resources, creates opportunities for competitive advantage.
Calza, Profumo, & Tutore, (2016) suggests, being committed to the environment has become crucial in the current competition and is forcing companies to change attitudes towards environmental issues. The shift towards reducing the impact on the natural environment is usually stimulated by the pressure from regulations, customers and stakeholders, but there is also evidence that effective environmental strategy can help firms gain a competitive advantage. 
Ethical policies are used by organisations to define commitment to moral principles and behaviours that reflect beliefs and what they are trying to achieve. Trevino & Nelson, (1995) define ethics as ‘a set of moral principles or values’. By extension, Mullins, (2007) definition is that of a study of morality, activities and practices that are considered to be right or wrong, together with the rules that govern them and the values to which they relate.
[bookmark: _Toc35551782]2.3 Advantages and Disadvantages
Ethical behaviour can assist in creating a positive image and when it is embedded into a company it can become a major selling point, particularly by word of mouth. It can build customer loyalty, when consumers believe they have been treated unfairly, for example overcharged, they may not return to the brand. Loyalty is key to long term business success. A commitment to be environmentally friendly can become part of a virtuous circle that ultimately brings down costs. Ethical policies can often help companies entice and preserve high quality staff, while also creating a happy work environment. All companies must obey legislation and regulation. Those who adhere to ethical values are less likely to encounter legal complications. (Hill, 2019)
Although there is also evidence to suggest several disadvantages for an ethical company, Lister, (2020) explains the company may be restricted in achieving maximum profit in favour of what is best for the customer, resulting in smaller profits margins. Companies waste a lot of time investing in building a connection/relationship with customers. For example, an ethical company invests in researching suppliers and producers, instead of taking an unethical route (quicker) to save money. Having a code of ethics can cause reduced employee production as focus switches from results to creating a happy work environment. It can also raise the public's expectations of company standards to unachievable levels, which creates a more stressful workplace.
[bookmark: _Toc35551783]2.4 Ethics and Sustainability at ASDA
Burnley, (2019) CEO and President at ASDA, explains each commitment to the statement of ethics, supports the mission to be Britain’s most trusted retailer. Adding it’s crucial in the process of earning and maintaining the trust of customers, colleagues and business partners.
The ethical statement is committed to conducting business social responsibilities and ethical manners that protects the environment, thus protecting and preserving natural resources. Complying with all applicable laws and regulations is a core foundation of Asda’s commitment to environmental sustainability. All of which support the deontological strategy of helping people live better and ensuring a better future for generations to come. (Global Statement of Ethics, 2019). Somerville & Wood, (2008) defines deontological strategy as a process, in which an organisation makes little changes to contribute towards the future and the rest of society.
Asda.com, (2020) (b) claims, ‘the global ethics and compliance programme’ addresses areas to ensure colleagues, suppliers and contractors are treated with respect, acting with personal integrity and complying with the laws of the communities in which they operate.
Ethical trading increases customer satisfaction, whether it be via the information supplied on products, the belief they are getting value for money or the expectations of reducing the negative impact on the planet. Yatich, & Musebe, (2017) suggests, a consumer appreciates a business whose main priority is to meet buyers needs. 
In addition, Rigby (2019) explains, is also aimed at delivering a consistent customer experience and invests in driving growth, accompanied by an additional set of sustainability objectives that support the organisations overall ethical objective. 
Organisations adopted corporate social responsibility (CSR) in the early 1960s after concerns about the role of business’ in society. (Mullins, 1996). 
Scott, (2017) defines business sustainability also known as CSR as “addressing the ethics of an organisation's activities and how it operates in a way that is viable over the long term”. CSR focuses on moving organisations away from an economic philosophy and encourages roles beyond profit-seeking means and fulfil wider roles as such, social environmental and economic impacts.
Somerville & Wood, (2008) give reference to the government's definition of CSR, defining it as the voluntary actions that business’ can take, over and above the compliance with minimum legal requirements, to address its own competitive interests of the wider society.
[bookmark: _Toc35551784]2.5 The Pyramid of Social Responsibility
Based on Carroll, (1991) views that even though profit is important, businesses have a wider purpose and social responsibility. The researcher reflects on the pyramid of corporate social responsibility, to identify the organisations normative ethical expectations placed on companies by the public in four areas, (Carroll, 2016). Asda’s ethical and sustainability principles currently relate to that of the required economic and legal responsibilities, the expected ethical and desired philanthropic responsibilities. 
The economic responsibilities to deliver value and quality to customers at a fair price is portrayed in the ‘Save Money. Live Better’ mission. Supported by International Procurement Limited (IPL) launched in 2014, its role is to enhance value, quality and availability of products whilst reducing the cost of goods to ASDA and reflects these savings to customers around the world. (Corporate.asda.com, 2020). It allows complete control of the supply chain, eliminating the need to produce specific buyers. 
Legal sustainability responsibilities at ASDA, applied within the Global Statement of Ethics, (2019) offers colleagues a positive, respectful work environment by forbidding the use of alcohol and drugs, discrimination and harassment prevention, maintaining inappropriate conduct, fully complying with all applicable laws and regulation dealing with wage/hour issues and breaks. The organisation inspect, verify and document the identity of every new colleague, to ensure they are authorised to work, complying with immigration laws and citizenship.
Asda’s Ethical Responsibilities is aimed at reducing the environmental impact on operations, the goods and services they sell, and the suppliers that make them. With the belief of looking after the environment and saving consumers money goes hand in hand. (Asdasupplier.com, 2020). Taking responsibility for behaviour towards suppliers helps build a confident, positive and trusting relationship. Butler, (2017) explains, ASDA demonstrates commitment to suppliers and improved the ways of working, by ensuring small suppliers are paid within 14 days. Standards for suppliers and responsible sourcing disclosure allows effective guidelines of what is required by both parties to protect and maintain relationships. (Modern Slavery Statement, 2019) 
Asda.com, (2020)(c) states it is committed to its impact on society, environmental sustainability policies take account for the use of plastics and packaging, not only does sustainability target include making all packaging recyclable by 2025, it looks at how efficient it is at keeping products at fresh for longer in stores and for consumers at home. The same plans are set to reduce energy intensity reduction by 30% within the same time scale. Reducing waste is high priority, focusing on reduction, repurpose and redistribution. ASDA explains how its data team ensures the right stock levels and works closely with Fareshare to donate surplus food, by donating nontechnical quality rejections, lines they no longer sell and food that is no longer sellable but still edible. 
Focusing philanthropic responsibilities within ASDA, focus on making a difference in areas of the community that have a real impact on society, by delivering practical help to local communities and fighting poverty. Murray, (2019) states, following the request from colleagues and customers to focus on tackling poverty, they launched ‘fight hunger create change’. Working in partnership with Fareshare and the Trussell trust to create real systemic change and build positive relationships with the community. (Asda.com, 2020) (d).
ASDA applies a stewardship principle to philanthropic responsibilities, by attaining a conscience about key principles. As Balch, (2017) defines, ‘where companies have a moral commitment to protect and respect wider society and the environment, separate from fiduciary obligations’.

[bookmark: _Toc35551785]2.6 Competitors
In comparison, towards the end of 2019, Tesco remained the UK market leader with 27% of the market, even though slightly lower than the previous financial year. Evidence suggests Tesco are adopting similar strategies that assist with building and retaining customer relationships to secure these results. (Makortoff, 2019).
Tesco one of the four largest supermarkets (Walsh, 2019) has a highly effective way of interacting with customers to maintain and improve customer relations. One of the most effective of them being the ‘Tesco Clubcard’, Cellan-Jones, (2017) Suggests it is used to forecast customer behaviour, based on buying history and Tesco.com, (2020) says, it gathers personal data and offers discounts and vouchers that creates brand loyalty and value. Garlick, (2017) agrees, the customer loyalty scheme, has been key to Tesco’s Customer Focused culture. Working alongside a differentiation strategy, its aim is to deliver a service that helps customers enjoy a better quality of life and an easier way of living.
Tesco appears to be guided by Carroll, (1991) view and Tesco’s approach to sustainability is underpinned using the company’s ‘little helps plan’, inspired by one of the company’s core values ‘every little helps makes a big difference’ and is integral to its business strategy. It is embedded into three areas, people, products and places, integrated throughout the company, it identifies Tesco’s commitment to doing the right thing, addresses risks and opportunities and helps to deliver on purpose; ‘serving shoppers a little better every day’. (Little Helps Plan, 2019)
The little helps plan, progress update, offers customers, suppliers and colleagues full transparency of Tesco’s commitments to the environment, human rights, community, health and safety and the foundations in which they operate. It translates identified actions needed to address the areas measured using key performance indicators and the unsustainable development goals, which are clearly supported by the Our Business Code of Conduct, (2019) policy available at Tescoplc.com.
Reflecting these results, the researcher identified from an According to a Which? Survey in 2018, that was based on ‘how happy customers were with supermarkets’. Lidl managed to secure an overall customer score of 66%, with Tesco scoring 59% and ASDA being at the bottom of the table after scoring just 56%. (Walsh, 2019).
However, Lubin & Esty, (2010) explains, sceptics argue that it is a publicity exercise to enhance company brand. Many organisations claim to be acting sustainable, by using promotional marketing strategies, that do not match operating sustainable processes.
Ethical Consumer, (2020) (a), who helps customers to shop ethically and business to improve supply chain, contradicts claims by highlighting issues in several categories within Asda’s ethical policies. Such as, human rights, workers’ rights, irresponsible marketing and environmental reporting, causing a mark down in ethical rating. Leading consumers to question ‘Does its low prices come at a high cost?’.
Similar issues are also raised with Tesco, who claim to be doing all they can on sustainability, but after receiving the ethical consumers best rating for supply chain market, were also marked down. After discovering involvement in slave labour. (Ethical Consumer, 2020) (b).
However, Lidl’s approach is identified with that of Milton Friedman's economic view. Carson, (2018.p218) explains, Friedman claims that ‘a business obligation is to maximise profits only’ and social responsibility should be in accordance with stockholders desires, while conforming to the basic rules of society.
Lidl adhere to the basic requirements needed to obey the law, but do not use it as an approach to acquire market share, customers are seen to have a well-aligned relationship with the brand, without the need of other influences. Identifying the needs of customers and engaging in relationships based on a ‘cost leadership strategy’, (Porters, 1980) and basic product range, is currently fulfilling customer satisfaction.
This emphasizes how crucial it is for ASDA to address the current issues and public expectations, otherwise it may be seen as a marketing exercise to enhance public image or avoid the law.
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[bookmark: _Toc35551787]3.1 Customer Satisfaction
Retaining and building loyal customers is becoming more difficult than ever in the current competitive environment. Customer retention should be of greater priority than attracting new customers. Engel, Blackwell, & Miniard, (1995), explain, firstly it is less expensive to hold on to present customers than to appeal to new ones. Furthermore, customer loss can be disastrous in markets that are experiencing little growth. Therefore, customer loyalty when based on satisfaction can be the biggest asset an organisation can acquire. Magatef & Tomalieh, (2015) insists, loyalty programmes are a powerful tool of relationship marketing, when customers have a relationship with a company, they are ready to forget about competitors.
The loyalty ladder is a marketing strategy that aids customer retention and loyalty to enhance customer relationships, it is used to move customers through relationship levels. Leach, (2020) explains, the objective is to direct consumers with effective customer satisfaction to become brand loyal and brand advocates. 
Based on Porters, (1980) ‘Overall Cost Strategy’, Asda’s pricing strategy ‘Save Money, Live Better, focuses on targeting customers based at the low-cost end of the market. Placing the majority of its customers in on the second level of the loyalty ladder, known as a trialist, (leach, 2020) and positioning within the mercenary category of the loyalty satisfaction matrix. Akbar & Parvez, (2009) describe mercenaries as usually satisfied customers but switch between brands. Price savvy, they are always looking for the best buys and do not build an attachment to any brand.
Although this category is not the lowest of the matrix, it is far from where ASDA wants or needs customers to be. When an organisation satisfies a customer’s overall satisfaction, they become Apostle (the highest category of the matrix). A customer in this category believes in the company, it ticks all the necessary boxes required to meet the customers’ expectations. In order to move up the loyalty ladder and maximise lifetime value, ASDA needs to implement quality management.
[bookmark: _Toc35551788]3.2 Quality at ASDA
Quality management is a crucial process that involves systems that ensure superior quality products and services meet that of a customer’s needs and expectations. Quality is only successfully managed when a modern system for customer relationship is implemented.
The ISO 9000 family – Quality management, (2020) defines quality as, ‘the degree to which a set of inherent characteristics fulfils requirement’, the level to which a product or service satisfies. Mullins, (2007, p.261) maintains that quality is ‘a way of life for an organisation as a whole, committed to the total customer satisfaction through a continuous process of improvement, and the contribution and involvement of people’.
Referring to Everard’s, (2019) journal, demonstrating how quality management theory and practices have developed over different periods. Each period is categorised by a specific approach, concepts, methods and specific references, to create three models of strategy. Adding the quality management process differs. During the discussion quality control is defined as ‘a master control of final product quality’, quality assurance the ‘permanent construction of intermediate’ and finally, total quality the ‘global management of quality in actions and products’.
[bookmark: _35nkun2]Quality assurance is identified using quality management systems (QMS), Freeman, (2019) explains, a QMS is an underlying quality process structure on which the organisation sits. It involves all people, processes, stakeholders and technologies that create the organisations quality culture, to ensure they accomplish customers’ expectations. 
Effectively implementing quality management can help organisations to satisfy and encourage relationships with customers, meeting consumer needs and expectations. One of the main aims of quality is to reduce waste. It saves an organisation time, money and physical resources. (The Benefits of a Quality Management System, 2018)
Inevitable Freeman, (2019) suggests, there are also disadvantages when quality management is not maintained, such as, brand damage, customer dissatisfaction, returns, recalls, lawsuits, decreased customer and lifetime value.
ASDA are currently seen to implement QMS through the ISO framework. The cloud-based quality system describes written plans, what they are doing, have done and will do to improve quality. The IPL team mentioned above works closely with farmers to ensure products meet customer demands, providing freshness and great quality. Havlícek, Brecková & Zampeta, V., (2013 p.17) state the ISO ‘means that the system complies with the International Organisation for standardisation keeps records and registers all standards’.
Even with these systems in place, 75% of reviews based on customer service and quality at trust pilot were rated ‘bad’, resulting in an overall rating of 1.5 stars out of a possible 5. Cheryl Sims refers to a beef roasting joint she had purchased, to which the poor quality meant it was inedible. She further suggests leaving the brand to shop else whereas a result from the bad experience. (Trustpilot, 2020).
The traditional QMS systems have made advancements into a statistical approach, known as total quality management (TQM). Organisations are seeing greater benefits to improve customer satisfaction. Founded by Walter Shewhart the statistical analysis developed economic ways that satisfy human wants. Best, & Neuhauser, (2006) Claims his theory was later evolved by Juran, to incorporate the evaluation of management thinking and policies and lead to the use of Deming’s Plan-Do-Check-Act (PDCA) cycle. Chakraborty, (2016) describes Deming’s cycle as a plan for learning and improvement of a product or a process. This new approach is used to make changes that lead to the continuous improvement of quality.
[bookmark: _1ksv4uv]TQM starts with understanding customers’ needs and expectations, organisations that succeed in this environment are those who understand customers. Patterson, (2018) explains that touchpoints are used to create interaction between customers and an organisation that influences the perception of products, services or brand.
Referring back to Tesco’s method, the ‘Clubcard’ consistently adds value to every customer touchpoint, making it difficult for customers to end relationships. The loyalty scheme gathers data based on buying habits and creates vouchers that encourage customers to become loyal to the brand. This process also gathers information that is then used to analyse and act accordingly to meet expectations. It helps Tesco to understand target markets and predict consumer behaviours.
Whereas, Asda’s approach to gathering data is aimed more at giving customers more control of the data they supply. (Baker, 2013) by collecting information through observation via the website and apps. Personal information is collected when customers register online or get in contact with them. Although the pharmacy services may access NHS records, including additional personal details. All of which are only used for the purpose of contact. (Asda.com, 2020) (a).
Instead the ‘Tell ASDA App’ is used to engage with customers and gather opinions of how they felt about the visit instore, it also offers incentives to the customer that choose to do so. (Tellasda.com, 2020).
[bookmark: _44sinio]Several theories have also suggested the TQM approach should not only take account of the product and service an organisation is offering but include a market mix strategy. Martinez-Lorente, Dewhurst, & Gallego-Rodriguez, (2000) Agrees suggesting the consumers perception of quality not only results from the evaluation of the intrinsic attributes of the product but is affected by how the organisation markets it.
In evaluation of QMS at ASDA one controversial point issued is how TQM has the potential to address the current issues identified with quality management.
Reflecting on the issues raised, using the McKinsey 7 S framework, which gives substantial insight into all the areas that are needed to achieve success, (Mullins, 2007). The researcher has identified elements of the framework which should consider improvements should the company wish to achieve its objective. The current focus on strategy and systems should be made priority.
















[bookmark: _Toc35551789]4.0 Conclusion
The results from the SWOT Analysis identified the internal and external factors that influence how ASDA are perceived by stakeholders.
Relationships do not solely depend on the company; the customers must choose to commit to the brand too. CRM Guides these choices, it helps facilitate a relationship through customer expectations. It is, however, ASDA’s responsibility to maintain and develop the relationships to avoid failure and loss of profits.
Asda’s mission statement is used as a tool to reach out to customers, ‘Save Money. Live Better’ (Asda.com, 2020) (a), includes a pricing strategy but limits target markets. It also suggests that ASDA is committed to being a sustainable business that creates a better-quality experience for customers.
It is evident from the research ASDA has built a successful company, however, with the increasing demand for customers wanting to reduce the negative impact on the planet, and growing customer needs and expectations, ASDA have seen a decline in market share.
The two biggest threats to ASDA’s ethical perceptions are the competition from other retailers and increasing customer expectations on how environmentally and socially responsible they are behaving. Although ASDA seem to be committed to ethical and sustainable development, the approach is altogether satisfactory. However, a proportion of Asda’s policies remain debatable and need addressing.
It is crucial for ASDA to address the current issues and public expectations, otherwise it may be seen as a marketing exercise to enhance public image or avoid the law.
It is evident the current quality management framework is only effective in some areas of the company. Based on research ASDA could benefit from a TQM approach to address the threats identified from the results of the current system.
How ASDA approaches ethical, sustainability and quality policies and systems have realistic bearings on how customer perceive the company, to enhance overall customer relationship. Foxall, & Goldsmith, (1994) suggest successful management depends more on matching every aspect of the business to successfully engage and satisfy consumer needs.
Therefore, it has become increasingly important to adopt an ethical and sustainable plan and incorporate a total quality management to improve and enhance customers' relationships and experience.
[bookmark: _Toc35551790]5.0 Recommendations
[bookmark: _4i7ojhp]ASDA needs to modify and alter its current position in the market by switching focus from price to concentrate on areas such as ethical and sustainability behaviours and quality management and how they measure CRM.
· ASDA needs to be at the forefront and be proactive in becoming an ethical company. They can increase environmental responsibilities, by reducing waste, water and lighting usage.
· Introducing more eco-friendly stores and products will help guide commitment into the impact they have on the planet. While introducing enhanced policies and practices with suppliers can guide customers’ expectations on how ASDA source and produce products to ensure they are supporting wider legal requirements and local suppliers. Putting these measures in place can assist with addressing the current bad publicity and will limit future experiences. 
· ASDA could entice new customers by introducing a loyalty scheme which will in turn aid data gathering and trend analysis allowing them to tailor offers and reward consumers with appropriate and personal coupons and vouchers. 
· Enhance the three key areas where customers are influenced most, by creating a joint marketing mix TQM philosophy to gain sustainable advantage.
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