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Executive Summary
The purpose of this report is to investigate and identify the crux of the problem currently affecting ASDA and to present options for redress. The report finds ASDA faces many issues of concern, including sales and profit, centred around its falling market share. This report identifies falling market share as the strategic problem being faced and describes the wide scope and impact.
	This report concludes that ASDA must be divested and/or merged to redress falling market share and explains the communication, monitoring and review methods necessary for the board to take by regular meetings and other specific actions.
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1.0 Introduction
[bookmark: _Hlk35099177]This report was commissioned by the CEO and management team of ASDA at the request of parent Company WALMART. The request for this report was received on 14th February 2020. Gareth Rhys Lewis, Chief Managing Consultant at Lewis, Bowie, & Agamemnon Managing Consultant Chiefs, compiled this report and submitted it on 20th March 2020. The best available knowledge, skills and judgement have been utilised for this report. The purpose of this report is to provide relevant analyses of the existing problems at ASDA, for example, the stagnation of footfall and profits, and its diminishing market share. The nature, scope and impact of the identified problem will be discussed. It will draw conclusions and provide paths for potential improvement whilst explaining how the selected option should be communicated, monitored and reviewed. Research methods engaged with to aid the compilation of this report include the Ishikawa cause & effect (also known as ‘fishbone’) model and ‘The Five Whys’ method for ensuring all root causes are investigated. Attention will be paid to both internal and external factors and any links which can be exploited. Among various analytical tools utilised to garner data are SWOT, a form of analysis chiefly used in the organisational context, and PESTLE, a broad macro-environmental analytical procedure. Many of these processes yield results which can often be ‘easy-reading’ or represented well in graphic form. Several of these graphs are contained in the appendices. Both rational and creative methods of decision making will generate a diverse selection of solutions.

2.0 Findings
2.1 Overview
[bookmark: _Hlk33995718]ASDA is the United Kingdom’s third largest Supermarket chain (ASDA, 2020). It has 600 stores nationwide, and a turnover of £630 million. It has a history of innovation in challenging costs and fighting for value for the consumer. It has some renown for original advertising and low prices. It has often emulated the American marketplace to gain an advantage. It competes with established rivals Tesco and Sainsbury’s along with more recent manifestations such as Lidl and Aldi, and Tesco off-shoot Jack’s. The growth of on-line delivery also represents a new frontier of competition.
2.1.1 History
ASDA (timeline in appendices, 6.1) was founded in West Yorkshire in 1949, as a merger between Asquith Butchers and Stockdale Dairies (Inside ASDA: Bigger, Better, Cheaper?, 2019). It soon expanded into Castleford, Doncaster and Wakefield. It pioneered self-service in the United Kingdom, emulating the success of Piggly Wiggly in the United States of America. This increased efficiency for both the retailer and the consumer. It opened the United Kingdom’s first ever superstore in Nottingham in 1966, notable for its ease of access for car drivers. In 1967 it had secured a supplier to sell petrol, although at prices which were barely profitable. By the 1980s it comprised of eighty stores and expanded out of the north of England.  ASDA was purchased by the Wal-Mart group in 1999 for £6.7 Billion. The financial crash of 2008 initially saw sales rise, before subsiding as European competitors Aldi and Lidl gathered market share. 2018 saw its worst ever sales, as a proposed merger with Sainsbury’s was quashed by the United Kingdom’s Competition and Markets Authority (2019). A dispute over new staff contracts became a flashpoint (Wood, 2020) in 2019 before a tough Christmas season as ASDA lost yet more sales to growing rivals Aldi and Lidl. ASDA is currently consulting 2832 workers over plans for significant hours reductions in back-office roles. ASDA is intending on expanding its food-court style ‘Food To Go’ areas and pizza delivery collaborations before the end of 2020.
2.1.2 Products & Services
ASDA provides groceries, meat, fish, dairy products, takeaway food, clothing, books, chemist facilities, financial services, telephones, and petrol sales. It has merged then split with several other companies over several years, including MFI, Allied Carpets, and Gateway.  It began selling clothes in the 1980s, followed by books and Chemist sales in the 1990s. It has won several legal cases relating to its creative methods for competitivity, such as overturning the Net Book Agreement. Recent expansion into takeaway food and delivery represent newer products and services offered.

2.2 Investigation & Research
While dictionaries such as Merriam-Webster or Oxford might profess a strictly linguistic definition of the term in its widest possible meaning, it is important to underline the mutual understanding of the term ‘Problem’ for business and professional purposes. It is often accepted as the gap between the current state and desired state of a situation.
2.2.1 Nature
[bookmark: _Hlk34609560][bookmark: _Hlk33999816]Rational and methodical review of available evidence points to the dwindling market share as being identifiable as the nature of the problem at ASDA. According to the Institute of Leadership and Management (2013), types of problem are Deviation Problems, Potential Problems and Improvement Problems. ASDA’s problem of diminishing market share typifies an improvement problem. Some might suggest that it could be written off as a deviation problem, but the available evidence appears to be contradictory, and it is the view of this agency that the proponents of this view are incorrect, if not mendacious. Problems can also be categorised by Strategic Problems, Operational Problems and Administrative problems. This agency proposes that the evidence supports the categorisation of ASDA’s weakening market share as a strategic problem. The causes of this problem lie in the altered environment of competitivity for the ‘Big 4’ supermarkets with the appearance of multiple European competitors augmenting the fabric of consumer choice and preference. ASDA’s most similar competitors have all exhibited indications of similar reactions with regards to market share and its relation to environmental changes to the market.
2.2.2 Scope
Having identified the nature of a problem, a rational approach will lead one to seek to quantify the scope of the problem. In this case, the scope of this problem could transpire to be enormous and ultimately existence-threatening for ASDA. The scope is extremely wide-ranging, in that it is both industry-wide and country-wide. Many, many areas of the business are and will be affected. Financial resources, physical resources and human resources must all be prepared for negative impacts, along with the perceived reputation of the business to its varied and distinctive stakeholders and customers.
The physical resources encompassed by the scope of this market share problem will likely incrementally include almost every store (whether closed or kept open), warehouses, and their attached fleets of vehicles. Stock selection and profitability levels, along with the suitability of the head office location are implicated.
The financial scope of the squeeze on market share will affect profitability of stores, warehouses, and delivery, and the justification of expensive head office rental could come under the spotlight. Falling confidence in the firm (due to market share) and lack of optimism in the business (due to market share) will combine to decrease the attractiveness of ASDA as a potential target for any company considering a possible merger or acquisition.
The effect of reduced market share on ASDA’s human resources is unquestionable. Sinking market share will leave thousands of staff members, with their combined knowledge, skills and judgement, at risk. The households and families of ASDA staff can expect repercussions. Board members of ASDA and Walmart can expect criticism in the press and on social media. 
[bookmark: _Hlk34921626][bookmark: _Hlk34921525]The ongoing effect of deteriorating market share will affect the reputation of ASDA in the eyes of its staff and customers for years to come (should ASDA survive at all).
2.2.3 Impact
An accurate description of the impact of the problem is necessary for a rational analysis of the best remedial steps and solutions to be chosen.
The impact on physical resources of plummeting market share will likely take the form of store and warehouse closures, with reduced fleet service, despite the increased distance between sites. Likewise, head office and some warehouses may be downsized for the same reason.
Financial resources will bear a significant impact. Sliding market share will make high costs for large stores even less viable, affecting revenue and profitability.
Examining the impact on human resources shows that tumbling market share has already precipitated the 2019 dispute over new staff contracts and the current consultation regarding potential redundancies, already decimating trust and optimism among staff and recognised trade unions such as the GMB. Many current staff will lose their jobs and livelihoods due to the downward motion of market share. It can be anticipated that extreme hardship will be suffered. Remaining staff will have damaged confidence and motivation. Some will be afflicted by survivor’s guilt.
Reputational effects due to the knock-on effects of market share described above will likely be damaging in the extreme and could last decades.
2.2.4 Cause and Effect & The 5 Whys
Utilising the 5 Whys (Serrat 2017), and Ishikawa (Kindlarski, 1984) approach to Cause and Effect shows the interconnectivity of the various causes and their ultimate effect of diminishing market share. Market share has been negatively affected by industrial disputes, poor market conditions, an aborted merger, a poor Christmas period, and chiefly, additional competition. The additional competition has been caused by the growth of firms like Aldi and Lidl, the encroachment of Amazon online delivery and the arrival on the scene of Tesco Jacks. These competitors have emerged due to the import of successful European business models and increased online spending. This was in turn caused by the ‘big 4’ supermarkets tending to mirror each other’s tactics and leaving a profitable gap in the market for low-end competition. The full diagrams can be found in the appendices (6.2-6.3). 

2.3 SWOT
[bookmark: _Hlk35107339]Pursuant to the aim of this report, the author engaged in a form of analysis widely used in an organisational context known as SWOT. The full diagram of the analysis can be found in the appendices (6.4).
Beginning with an examination of internal factors; relevant strengths to the market share nature of ASDA’s problem are its high brand recognition, its substantial infrastructure, and its advanced E-commerce arm  (a growing sector) (The Times, 2019), along with its historical links to the UK (in the light of increasingly nationalistic government policies and public xenophobia) and openness to innovation. These strengths are what have prevented an even more drastic loss in market share. Its relevant weaknesses in the light of its market share are its flat growth (Kantar, 2017) large and unwieldy stores (inflexible for new methods), industrial disputes (creating negative PR impact, translating to market loss) foreign ownership (creating a negative perception among protectionist consumers), which combine to squeeze market share.
[bookmark: _Hlk35270694]External factors unearthed during the analysis are categorised as opportunities and weaknesses. Opportunities identified include the looming Brexit changes (with as yet unquantifiable affects likely on market share), the growth of E-commerce (an expanding proportion of market share) and the potential for exploiting health concerns over the recent Coronavirus outbreak (which may have many unforeseen consequences for the industry, ASDA and rivals alike). The increasingly protectionist UK government may choose to implement policies designed to target European-based competition (which could swing market share in favour of ASDA over Aldi and Lidl). The weakness of the UK governments position over Brexit may make them increasingly susceptible to industry pressure from an astute non-European chain. Weaknesses lie in the uncertainty of UK government actions and Brexit outcomes. The high competition of traditional rivals, the growth of online-only competition, and the strong growth of low-cost competition (The Guardian, 2019) will all have an effect on ASDA market share. The robust presence of Waitrose at the upmarket end of the scale is also a factor. Rivals for market share may be open to mergers in attempt to shut out the increasing competition. Aldi and Lidl for example are each looking to supersede the other (Aldi vs Lidl: Supermarket Wars, 2019). Other parties are also likely to be interested in takeovers depending on the price (Lone Star, 2020).
Linking the internal factors to produce a conversion strategy displays a potential for playing up the historical links to the UK, and simultaneously downplaying (or finding a way to nullify) the foreign ownership could imply a better response from the Competition and Markets Authority (CMA) to potential future merger proposals, and potentially improve progress in industrial relations (by reducing the perceived gap twixt staff and owners). 
Linking the external factors presents a conversion strategy of mitigating Brexit uncertainty by preparing for increasingly protectionist policies and gearing up for a pressure campaign to procure ASDA-specific concessions from a weakened government, which could insulate ASDA from market share damage encountered by competitors.
Matching the strength of UK history to potential Brexit consequences suggests a matching strategy of exploiting the UK government’s penchant for nationalistic demagoguery and jingoism (Monbiot, 2019) in an attempt to gain an advantage over European competitors. However, the foreign ownership and industrial disputes are weaknesses which may frustrate the business’s capitalisation on such opportunities such as this, indirectly impacting market share.


2.4 PESTLE
PESTLE is a broad macro-environmental analytical procedure used by the authors to understand the context to further understand the problem. The full diagram of the analysis can be found in the appendices (6.5). 
The political consequences of Brexit, and the wide variety of outcomes which may ensue, could significantly affect ASDA market share in positive and negative ways. ASDA must act in a timely and wise fashion to turn the odds to its advantage.
The Economic factors identified include the imminent threat of contraction in the economy and possible new tariff regimes nearing. Likewise, ASDA may experience both positive and negative effects, and must work to cope with changes better than does its competitors.
Society is changing quicker than ever before; and changing social habits of consumers must be harnessed to drive an upward motion in market share. ASDA suffers in popularity among several age groups, especially millennials (Yougov, 2020). Coronavirus fears could open a profitable area for stores with a larger than average proportion of toilet rolls, hand sanitisers, face masks and general protective attire (Foreign Policy, 2020).
Technology in-store is also a fast-changing field which has revealed an opportunity to slash employment costs, a long-time favourite tactic of corporations wishing to consolidate their market position.
Legal obstacles remain in the path of finding an appropriate partner for merger (a possible boon to market share), but it may be possible that the UK government may pressure its CMA to have a more amenable attitude towards mergers in the future, especially when pressured by a quick-thinking corporation threatening the UK government with thousands of job losses and hundreds of store closures.
[bookmark: _Hlk35254751]Environmental concerns are on the increase in recent months, and the prospect of direct action by pressure groups cannot be ruled out, with market share potentially taking damage from such action. ASDA have recently been fined for pollution damage (BBC, 2019).

3.0 Conclusion
3.1 Identification and Categorisation
Among the patchwork of issues faced by ASDA, the research and analysis reveal the nature of the problem to be the shrinking market share of ASDA. This is identifiable as an improvement problem and categorised as a strategic problem. The scope of the problem is immensely wide-ranging, covering financial, physical and human resources. The impact could potentially be huge and an existential crisis.

3.2 Pressures and Manoeuvring Room
The causes of this problem lie in issues surrounding the growth of online technology and delivery options, coupled with aggressive growth from newer competitors and attempted consolidation by traditional rivals. SWOT and PESTLE analyses indicate potential threats and possible avenues for exploration. The evidence suggests that further attempts at mergers ought not to be dismissed, while increased exploitation of E-commerce must commence. Political and Economic conditions are likely to be double-edged swords, and nimble firms will find navigation of such uncharted waters easier than the lumbering heavyweights currently leading market share. The research suggests that without successful interventionist action, the value of ASDA as an acquisition will wither away into nothingness.

4.0 Options
4.1 Re-attempt merger with Sainsbury’s
The FCA could be pressured into re-examining the aborted merger due to political and economic changes.
4.2 Attempt merger with Aldi
Aldi, being smaller than Sainsbury’s in market share could be another option the FCA might feel able to green-light. Aldi are looking to expand to 1200 stores, and the acquisition of ASDA could fit the bill.
4.3 Attempt merger with Lidl
An obvious competitor to Aldi, Lidl might find the opportunity to overtake their European rivals too tempting to turn down.
4.4 Attempt sale to other parties
Other parties, such as US private equity firm Lone Star, have the financial resources for such a move and might be persuaded to invest.
4.5 Pressure GMB Union into buyout
The GMB Union is hugely motivated to save jobs; and could be coerced into investing.
4.6 Pressure UK government into nationalisation
The weakness of the current UK regime could open the possibility of nationalisation which might provide ample compensation.


5.0 Action Plan
The board of ASDA/Walmart must meet on a weekly basis until ASDA has been divested/merged for reasonable compensation. At the point of any failure in the options, the board must immediately move to the next option. Full action plan can be found in Appendices (6.6).
5.1 Communication
The board of ASDA/Walmart must avoid communicating these proposals to internal stakeholders such as staff, external stakeholders such as suppliers, along with unions and government until the chosen option necessitates it. Early warning to these stakeholders may allow them time to launch counter measures. Once achieved, the decision can be communicated by email to all staff, unions, suppliers, authorities and governments and presented as a ‘fait accomplis’. Where possible, disappointed stakeholders such as unions should be informed via a genial ‘fireside chat’ environment to give the impression of magnanimity and altruism in an avuncular fashion.
5.2 Monitor
[bookmark: _Hlk35258102]The board of ASDA/Walmart must monitor all feedback on attempts to divest by meeting on a weekly basis and studying market reactions to the steps taken. If a failure is encountered, most likely due to disagreement on remuneration or Governmental interference, the next option in line must be immediately pursued. Once completed, responsibility will pass from Wal-Mart to the new entity, of which the board should meet on a fortnightly basis to ensure that market share has stopped falling; and is preferably increasing.
5.3 Reviewed
The board of ASDA/Walmart should review this meeting on a monthly basis to study month-by-month market share details and credible merger studies. Once divested, reviewing of the sale by Wal-Mart can commence. Review of market share progress will be responsibility of new entity.

6.0 Appendices
6.1 Timeline
· 1949 – Founded
· 1966 – First Superstore
· 1967 – First Petrol Sales
· 1989 – Introduction of George Clothes
· 1999 – Takeover by WalMart
· 2019 – Failed merger with Sainsbury’s
· 2020 – Current Report

6.2 The ‘5 Whys’ Approach
The 5 Whys

Problem: Diminishing Market Share.
↓
Why?
↓
Additional Competition.
↓
Why?
↓
Arrival of Aldi, Lidl, Amazon, Jack’s.
↓
Why?
↓
Exploiting the import of European and on-line methods.
↓
Why?
↓
Profitable gap in market left by traditional rivals increasingly mirroring each other.
↓
Why?
↓
Short-sightedness in believing the good times would never end.




6.3 Ishikawa
Ishikawa Fishbone Diagram
Short-sightedness in believing the good times would never end.



Profitable gap in market left by traditional rivals increasingly mirroring each other.




Exploiting the import of European and on-line methods.




Pandemic fears.

Growth of Amazon online delivery.


Brexit Uncertainty

Growth of Aldi & Lidl.



Poor economic environment.
Arrival of Tesco Jack’s.



Additional Competition.




Diminishing Market Share.

Poor Christmas sales
Competition watchdog decision.
Aborted merger.
Unpopular Owners.
New staff contracts.
Industrial disputes.











6.4 SWOT
[image: ]

6.5 PESTLE
[image: ]

6.6 Action Plan
	Decision implemented:
Divest ASDA in merger with Sainsbury’s, or an appropriate other firm.



	Monitoring the decision:

	Resources:
Stores merged with appropriate firm, or divested, or nationalised, providing appropriate financial remuneration.



	Key Indicators:

Ownership, market share. Sale price/compensation offered. Failure of an option requires immediate movement to the next.


	Targets:
Appropriate compensation up to approx. £7,000,000,000



	Data Sources:
National Office for statistics market share data



	Reviewing the decision:

	
Weekly and Monthly board meetings will review progress with other firms, competition regulator, and government. Once divested, monitoring will cease to be necessary for Wal-Mart. The board of the new entity should meet on a fortnightly basis to ensure market share has ceased to drop and can start to rise.







	Communicating the Decision:

	Internal Stakeholders
Ensure that Internal stakeholders such as staff and unions are kept ignorant of changes until after they have been made. Threaten full-scale closures and losses in case of argument, Final notice to staff and unions should accentuate the benefits to them of the divestment in contrast to the alternative of closures and job losses. 
	External Stakeholders

Close communication will be required with selected merger firm, with necessary information needing to be relayed to suppliers as appropriate.
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Recognised brand Shrinking market share

3rd largest UK chain Failed merger

High distribution ability Adverse finding from UK CMA

Advanced E-commerce capability Poor Christmas period

Historical links to UK Mediocre Sales

Original advertising Mediocre Profits

Open to innovation Larger, unwieldy stores

Substantial infrastructure Foreign ownership

UK-wide coverage Industrial disputes
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Potential Brexit changes High competition from traditional rivals

Potential epidemic affects Consumer Uncertainty
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Growth in E-commerce Brexit uncertainty
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Analysis

Brexit uncertainty fomented by government

Potential for protectionist measures against foreign-owned firms

Potential for reduction in workers' rights from flailing government

Indications of potential upcoming recession

Possibility of interest from potential investors

Potential new tariffs on imports due to Brexit

Drastic social implications likely from coronavirus

Changing consumer habits favouring smaller, nimbler competitors

Potential for lost consumer loyalty due to industrial disputes

Increased online competition from Amazon and others

Drones gaining viability as delivery method

Increased online opportunities for advanced Leeds-based E-commerce team

Legal threats to future mergers from CMA

Possibility of reduced environmental regulations from isolationist government

Potential change in governmental attitude to mergers due to Brexit

Climate change concern driving change in consumer habits

Further pollution breaches could have exponentially increased exposure

Increase in home delivery likely to impact carbon footprint and ethical reputation
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