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[bookmark: _Toc15860715]Executive summary
Aldi is a retailer chain in the UK with German origins. The company focuses on delivering products with a low-price tag while ensuring that the product is of the best possible quality affordable by that price tag. To do so, the company’s existing strategy is to maximise the use of human resources in each possible situation. They are using it to check quality, man the customer service stations along with the store support. But in doing so, they are alleged to be overusing the working potential of their employees, which contributes to the deteriorating customer service and quality of customer engagement. This is obviously caused by an extensive cost-cutting policy that seeks to minimise the amount spent on store management and selling overhead. According to the many models used in this report like SERVQUAL, Guest’s HRM model etcetera the company can do a lot more if it wants to see itself as a store with reasonable customer satisfaction coupled with high retention rate. The company should have adequate staff members so that it doesn’t have to sacrifice the quality of its services when cutting the cost of products. Because in the long run, quality and reliability is the thing that can keep the company afloat. 
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Aldi is a supermarket chain with German origins which has been in the UK market for some time. During this time, Aldi has taken a position in the British collective memory as a company that offers products with good quality while stamping a reasonable price tag on them. But these low cost comes at a price. In order to keep the overhead low, the company has to do with an as little workforce as possible. This is having an adverse effect on the company’s ability to ensure the service quality its customers might expect from the store. This report uses extensive data about the company policies and reports on the company practices. It utilizes information from both the company’s public relations team, along with the various articles and unions which has spoken against the company from time to time. This report provides an in-depth understanding of the situation by applying relevant theories on them.


[bookmark: _Toc15860717]Part 1: Factors that influence Aldi’s customer value creation
People require products because they have a need to fulfil. They come to the store with some kind of a demand or need that they seek to satisfy through the service or products of that particular store. There is an important factor here, people buy things that they like, the store cannot force them to buy otherwise. Nevertheless, the customer expects a certain level of value from the goods or services they buy, and hence the creation of the concept of customer value (Dawson, 2015). 
Customers gain a subjective perception of the product they have bought. They compare it to the value they expected when they bought the product. Customer value is therefore defined as the satisfaction or contentment customer derives from the product in relation to the sacrifices they had to make for that pleasure (Dawson, 2015). Customer value is a subjective perception. The companies can never control them, but they can take necessary actions to influence them to maximise the company’s value proposition (Goodman and Broetzmann, 2013). There are some important aspects that either limit or influence Aldi’s ability to create and sustain high customer value. Below is some description on that matter.
Service quality: Service quality is often defined as the customer’s contentment or displeasure caused by the experience they derive from the consumed or used product (Goodman and Broetzmann, 2013). There is another more precise and technical definition of service quality. It is defined as the outcome of subtracting customer expectations from perceptions of service (Gronholdt and Kristensen, 2013). As can be understood from the concept, the higher the difference to the positive, the higher the customer value. Aldi’s service quality essentially is built on five dimensions.
Firstly, Aldi’s reliability as a supermarket chain which provides quality products is important. The consumers daily judge whether Aldi has what it takes to perform the required activities and provide promised amenities to the customers. They also keep an eye on the tangibles, in other words, they observe the physical facilities, equipment and staff Aldi has available. They do so because it directly affects the quality of service, they get from such a store. Furthermore, Aldi’s assurance of quality and lower prices, the empathy with which Aldi’s staff interact with the customers and the responsiveness of the company to the customer’s woes is also carefully noticed.
Perceived value: The consumer makes an assessment based on the utility of a product that she or she has just bought.  they make the judgement based on what is received and what is given (Gummesson, 2011).  their perceived value is based on this analysis, and whether the result is positive or not. like all other subjective perception, the company can never have effective control over what the customer understands about their products, but they can effectively influence what they might think.  perceived value for a single product may vary from person to person (Flynn and Sakakibara, 2011). This metric that shows the level of satisfaction the customer has after using that product can be made to have a higher value if the customer must sacrifice less in order to have that product.  For Aldi, that means the customer must be satisfied with the product or service they get by sacrificing the amount of money this spend on that store. Aldi’s customer will react according to the perceived value they get from that store.
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[bookmark: _Toc15860736]Figure 1: Delivering customer value (Garvin, 2019)
Role of human resources: People of Aldi who directly interact with customers have a huge impact on customer value creation. Most of the research confirms that satisfied employees tend to provide far better customer service than the employees who may not be contented with the level of remuneration or treatment the workplace provides (Garvin, 2019). Aldi must have motivated and contented service providers who do their best in order to get the best for the customers. Aldi’s incentive programmes, according to Aldi’s public relations department, is superior to many other similar stores. However, in 2015 an article came out condemning the human resource practices within Aldi. The documentary alleged that Aldi used excessive pressure on its employees in order to reduce cost and boost efficiency (Leeming, 2019).  This, although may have some good impressions on the numbers, may have serious implication when it comes to providing customer satisfaction through soft skills. disgruntled employees are very less likely to pursue practices that bring Aldi long term benefits. There were allegations about even the health and safety standards violations. 
Type and quality of responses provided by Aldi: Complaint management is an important function when it comes to retail operations (Leppard and Molyneux, 2007). The customers may have some problems with some products and may even complain about the overall setup of the store. Aldi has to have a responsive customer relations team present which may address all the issues concerning this. Etiquettes and friendliness can go a long way to retain customers. The compatible and hassle-free environment also provides a value proposition for today’s busy consumers and may have a snowball effect by attracting more and more consumers as the word spreads (Srivastava, 2018). Lastly, the store's ability to handle the comprehensive customer life cycle is also important for the store to improve its performance and retain the best customers. When deadlines and such timetables are given, Aldi must make sure to meet these as it is very important to get the best out of every opportunity to please customers and get the best out of situations. 
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Every company doing business in the UK has quality check system in place. A quality management system is basically a formal and organized process that does the documentation of business processes, procedures and requirements for achieving the target policies and objectives that relate to quality (Srivastava, 2018). Aldi has a comprehensive quality system in place. Although its effectiveness can be debatable, the company nevertheless tries to deliver on their promises to provide the best quality possible in the lowest price they can afford. Currently, Aldi’s quality control system comprises of spot-checking of items that have a short life in the distribution centre. The company tries to adhere to the legal requirements that strictly outline the quality standards the company must meet in order to do business without getting into regulatory troubles. The company uses a tablet system allows them to centralise their product and service specifications, to access, update and share information in real-time (Wood and Pierson, 2011). They have taken a communication-based approach to quality control, according to their PR team, if there is any kind of breach in quality standards, every single stakeholder will be updated about it in a very short time.
Aldi has a quality management system in place. This QMS allows them to check on the coordination and regulatory requirements as a retailer continuously. Aldi had to customize the system to their own needs, as the same kind of quality system is hardly applicable for two different kinds of businesses. The QMS of Aldi covers the organisation’s quality policy and targets, publishing and handing out the quality manuals, providing specific procedural instructions and records to the employees and internal processes that contribute to the quality management (Wood and Pierson, 2011). Quality analysis is used to identify improvement opportunities and customer satisfaction from the products they have bought from the store. A number of theories can be used to monitor the overall aspects of Aldi’s quality management and to identify the niches where the company can do better. 
[bookmark: _Toc15860719]Aldi’s systems in light of SERVQUAL Theory
SERVQUAL is basically a multidimensional model based on the perception customers may have after buying from a store that operates under Aldi’s brand name. It is basically a scale that is devoted to finding out the service quality of a organisation, in this case, Aldi. This scale deconstructs the notion of service quality into five core dimensions (Saraph and Schroeder, 2012). The theory, applied to Aldi, delivers a complete picture of Aldi’s tangibles, reliability, responsiveness, assurance and empathy. The theory measures the discrepancy between the customers’ expectations and perceptions after he or she has received the service (Laudon and Laudon, 2012). The use of perception as opposed to concrete numerical evidence makes the SERVQUAL theory a fairly attitude based subjective measure.
Tangibles
Tangibles in this theory mean the facilities, equipment, staff appearance and similar aspects of the service of an organisation (Laudon and Laudon, 2012). Aldi’s buildings are mostly based in the neighbourhood, where people can easily pick up groceries and similar household items for daily use. The stores of Aldi are not fully digitalised in some cases. The store manager has to go through all sorts of trouble some times to check items on the shelf. There are allegations that some of Aldi’s stores are understaffed, which is possible because of the company’s continued efforts to keep down the operating cost so that they may retain a competitive edge and pass the lower cost advantage to the customers. 
Responsiveness
Responsiveness discusses the willingness of the staff to respond to customer needs and to help them find the best product and make the best choices. This undoubtedly is related to the quality of the workforce Aldi has employed. The staff employed will choose to provide the best responsiveness if they feel that the organisation is paying them fair money to do so and the work conditions facilitate such show of concern. Due to being frequently understaffed, people often raise allegations about the curt responses and inadequate attention they get from the store employees (Wood and Pierson, 2011).
Reliability
Reliability is the ability of the firms to perform according to the expectations of its customers. It is also a matter of accuracy and continuity. In other words, in order to be a dependable store, Aldi must provide its services in a standardized and sustainable manner that not only holds quality but also gives space so that the value of its services can grow over time. Aldi has a reputation for providing consistent high-performance products on its shelves and it is also trusted for the overall quality standards it has in place (Wood and Pierson, 2011).
Assurance
Assurance is the ability of the staff to induce trust among the daily consumers who come in Aldi to make their purchases. Aldi, despite having a strict quality standard in place, can hardly deliver when it comes to employee engagement with the customers. This factor is widely blamed on the company’s strict work schedules that force the employees to work as hard as their limits allow (Wood and Pierson, 2011). This has a negative effect on the customers as they have to base their decisions solely on the after-purchase experience of the product rather than on some useful hints from the store employees. Therefore, it can be said that Aldi currently has no ability to generate assurance through its employees.
Empathy
Empathy again has to do with the employee actions when it comes to behaving with the consumers. It is defined as the extent to which customized service is given to an individual in matters of making a useful purchase (Saraph and Schroeder, 2012). The empathy factor isn’t at all available in the stores of Aldi, as the overworked employees can hardly find the time to be at their best behaviour with the customers. This is something to be addressed by the human resource department of Aldi. The core of these problems are some issues, one of which is undoubtedly being understaffed.
[bookmark: _Toc15860720]Gap theory of service quality applied to Aldi
The gap theory is a widely accepted theory that allows the management to understand possible gaps between what should be done and what is currently being done (Saraph and Schroeder, 2012). Nevertheless, this theory has many branches, one of which is the service quality gap analysis. The theory shows five major gaps that must be addressed for a company to achieve acceptable customer service. The company, in this case, Aldi, must measure and understand each of these gaps and what it means for the company in birds’ eye view.  
The first issue to be dealt with is the knowledge gap. In the case of Aldi, the knowledge gap is the difference between what Aldi’s customers want and expect from a given situation and what the company is keeping as a provision for that given situation. This gap, when arises, is a result of the management’s separation from the market realities and the grassroots of an organisation (Saraph and Schroeder, 2012). In other words, this gap can arise in the organisational management pays little attention to the customers and their feedback. Aldi has perfectionist management in place that is fiercely obsessed with the low cost but high-quality product. As can be seen from their organisational strategy and practices, they have little attention to the customer service soft skills that make a store stand out among all others. The predominant strategy is to buy in bulks to reduce cost and sell at a low margin. The communication between the customers and management, along with the communication with service employees with the management is not heartily kept afloat (Wood and Pierson, 2011). There is enough market research, and that is what allows the company to offer products that sell quickly. Aldi must work on its relationship focus and listen to customer complaints more often.
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[bookmark: _Toc15860737]Figure 2: Gap analysis factors (Wood and Pierson, 2011)
Secondly, the policy gap is at a moderate situation in Aldi. There aren’t many words to be used here, but the management tries to enforce better customer experience through maintaining the price and quality levels where they are supposed to be. The management has defined some service levels that are expected to be met, but some elements of that directive are unclear as to what is expected of the employees in certain situations (Wood and Pierson, 2011). Regular update of the service manual is underway, and the management tries to keep up with the changing tides of the workplace environment and is trying to do their best to get an effective service guideline. 
The delivery gap is the third concern of Aldi retail chain. It is defined as the defined policy and the actual activities of the company. in simpler words, the delivery gap is precisely the gap between what the company has outlined that it is going to do and what it is doing (Wood and Pierson, 2011). there are some glaring differences in Aldi’s case when it comes to such an issue. As can be seen, Aldi is trying to reduce costs to develop and retain a competitive advantage, which they are trying to do through maximum utilization of the workforce and having as few workers as possible. This is putting a strain on their objective to deliver low price products with awesome quality and customer service. Especially the customer service side is getting hammered for this, as the employees must work for an extended period of time under heavy pressure (David, 2014). This is a result of the deficiencies in the human resource policies developed by the Aldi’s HRM team. 
Aldi has a simple organisational value proposition, to provide excellent products for a very low-price tag (David, 2014). In this way, Aldi’s communication gap, or in other words the gap between what Aldi wants to communicate versus what gets communicated, is low. Communication gaps can lead to serious problems because if miscommunication takes place, the reaction of the customers is swift and it eaves a lasting impression. In the case of new customers, it can even cause them to defect to rival corporations with a better reputation if such fiasco ever happens.
Finally, the customer gap is the gap that is created when customers’ expectation and perceived service level don’t match up (David, 2014). Customers of Aldi expect their everyday products to be priced at a discount at Aldi, if they see that they could get such product for less price elsewhere, this causes Aldi to lose its appeal and may cause the company to lose a significant portion of its customers, if their luck is bad, maybe overnight.
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Customer service is provided by the employees or the human resource of an organisation. So, the quality of human resource management undoubtedly has a strong correlation with the service quality (Dawson, 2015). The guest model was developed by David Guest in 1997. This model shows the link between a redeveloped basic human resource philosophy combined with the human resource management functions. These functions are to be logically arranged and worked according to the sequence prescribed by the researcher.
Aldi’s business requires low-cost human resources. To achieve that goal, the fundamental objective of the human resource management team of Aldi is to get the thing done with as low manpower as possible. This policy, although helps in the cause of cost leadership, creates complications when it comes to quality management and customer service requirements. The employees, when pressed with too much work, will have little to almost no time available for providing customer service to the customers, which will result in a poor quality of customer experience. The quality control system itself may get compromised if pushed too hard with too few employees. Aldi must redefine its human resource policy to include more employees to work on a shift and to provide more training to the store staff so that they may provide excellent help to the customers who are in love with Aldi’s product offering. 
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[bookmark: _Toc15860738]Figure 3: Guest's HRM model (Dawson, 2015)
One of the few attractions of the guest model is that it directly links the human resource strategy and practices with the financial outcomes of an organisation or a project. The performance outcomes can be measured, and the statistical reference can be drawn by comparing the financial results with the organisational policies (Flynn and Sakakibara, 2011). Aldi, therefore, should compare their updated human resource policy with the previous one considering the financial bottom line that has just been developed. Ultimately, all that the business and the investors are looking for is the bottom line.
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Gavin’s framework proposes eight critical dimensions that can serve as a structural understanding to further develop the quality strategical framework. Those are the variables that are used to determine the quality framework of performance, features, reliability, conformance, durability, serviceability, aesthetics and perceived quality (FlynnandSakakibara,2011).

The performance factor is the product or services operating characteristics that ultimately decide the primary operating performance (Garvin, 2019). Aldi's performance factor is its ability to deliver on its promise to provide the best possible products in the least price possible. Gavin's quality framework calls on Aldi to develop overall performance rankings that involve benefits that customers may need or demands on the spot. The features of the service of Aldi decide its second parameter. In this theory’s definition, features of an offering are basically the secondary elements that the business offers (Goodman and Broetzmann, 2013). Aldi offers its services in such a way that people don’t need to travel very far from their homes in order to get groceries from Aldi (Gronholdt and Kristensen, 2013). This is a secondary future which affects the customers’ perception of shopping at Aldi. Reliability feature is basically Aldi’s ability to perform up to the mark of its buyers consistently over an extended period. This feature basically provides Aldi with the trust which is so important for the business to survive in the long run. Reliability is also an important factor when it comes to retaining customers, Aldi has been able to perform quite consistently over the years, the allegations of quality standard violations are low against Aldi, resulting in a fair amount of customer reliance on the Aldi brand. Aldi’s products are stocked based on heavy market research. This allows Aldi to conform to the flow of consumer demands. In some cases, Aldi’s own developed products are praised as having comparable if not superior quality compared to its high-cost high differentiation counterparts (Srivastava, 2018). 
Durability can be interpreted in two different ways for a company like Aldi. It can be used to indicate the sustainability of the operations and customer experiences of the company, along with another point of view that focuses on the quality of Aldi’s products in relation to being able to sustain a long useful life. The quality of products can only be ensured through a sustainable and logical quality control system, which can be only achieved through human resource and information system development (Wood and Pierson, 2011). Aldi is already upgrading its information crunching and processing abilities, so it is safe to say that Aldi must, therefore, give a sizable focus to its human resource development. The other factors including serviceability and aesthetics solely depend on Aldi’s ability to build and financially sustain a store that is not only a storehouse of trust and efficiency but also a pleasure to look at. Only then the perceived quality of Aldi’s offering can be accepted as having great quality compared to the others. 
[bookmark: _Toc15860723]Benchmarking to improve the quality standards application
Benchmarking can be of different types. Aldi can clearly define the level of customer complaints that can be acceptable reasonably within a defined period. Furthermore, the company can have the policy to divide the customer complaints into several segments that allow the company to keep track of the things that are bothering the customers the most. This will allow the company to take effective action whenever possible with a little amount of time wasted. All these would be internal benchmarking.
[image: ]
[bookmark: _Toc15860739]Figure 4: Formal benchmarking process (Camp, 2011)
 However, the company can also develop competitive and functional benchmarking to compare the store's performance in relation to the others. Generic benchmarking requires a lot of thinking and research, which may not be relevant for an efficiency-related company like Aldi. Nevertheless, if that can be developed with reasonable monetary and functional resources, it is welcome. 
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Aldi, as an efficiency-oriented retail company, must effectively organize and develop its human resources to uncover the best potential of the company. This report has focused on the quality of services and the overall offerings of the company, along with the logic behind the company’s decision to follow such policy in order to find the best solution to the industry challenges. As can be seen from the above analysis, the company isn’t working with the full capacity of its quality potential. A lot of things can be improved, with the glaring priorities of human resources management, quality control methods and organisational service manuals. These issues, if fixed, can derive exceptional business value for Aldi as it can support the retail chain to become more consumer-friendly and help them to keep more of such happy customers in their pockets. 
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