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[bookmark: _Toc40720682]Introduction.

Did you know that understanding and engaging with the customers in a business is one of the most important aspect of an organisation? well during this report, I will be discussing, analyzing and critiquing and comparing the retail food supermarkets, Sainsbury’s verses Lidl, questioning what their factors are that influences these organizations to have the ability to maximize customer value, this will include rankings using reliable sources as well as secondary data. I will also pinpoint systems that aids the organizations ’quality process and provide a critical understanding of the extent to which I think the systems are effective in meeting customer requirements.  Both of the organizations I have chosen to differ in many ways, but both have their own niche and a piece of the pie in the market.
Sainsbury’s has long been a British institute in the food industry since its founding by husband and wife John James and Mary Ann Sainsbury in 1869 with their first shop in London. However, unlike their competitor, Sainsbury’s has yet to establish their business elsewhere outside of United Kingdom and Ireland and with over 608 superstores, 820 convenience stores of which includes Argos stores and over 12000 own brands of products. According to (whichmagazine.com), Sainsbury’s is the second largest supermarket in the UK. 
Furthermore, one of Sainsbury’s competitor that I will be making comparisons with, Lidl a German Brand, established in 1930 by Dieter and Josef Schwarz in Neckarsulm, Germany. Lidl increased and broaden their organisation wild wide with stores across Europe, establishing its business in the UK and opening its first store in 1994. Lidl employs over 22000 individuals and has 760 stores across the United Kingdom.  Lidl.co.uk  








[bookmark: _Toc40720683]All Great Britain’s top 10 supermarkets’ Market Share including Sainsbury’s and Lidl.
[image: ]
Source: statista.com
According to Statita.com the market share shows that from 2015 to early 2020 Sainsbury’s showing at 15.8% and Lidl at 5.9% market share. Sainsbury’s has acquired it place as the second leading supermarket in United Kingdom from the rest of the competitors. 
[bookmark: _Toc40720684]Structure:
Whether the organization is small, medium or large, there will be some kind of organisational structure. An organizational structure allows networks of order to follow a process and allow achievement of tasks through management delegation. There are Geographic, Product, Functional, Matrix or Mixed Structures and all have advantages and disadvantages. The chain of command is vital and relevant to defining the roles of the above management and low staff level roles. organisational structure assists to control the flow of information separating different levels inside the organization to stop chaos and systemises the tasks accordingly. According to Akintunde A. M. et al (2015) the research suggests that if organisations want to accomplish their set goals then they should aspire to a structure that is well defined. Sainsbury’s and Lidl alike uses the hierarchy organisational structure, which manages the levels below them.
[bookmark: _GoBack]
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Source: google.co.uk
Customers are one of the most important elements to any business operating and providing a service or product which needs customers to operate and conduct its day to day business. Therefore, without customers, businesses would not be able to operate or even make a profit. Over the time since the business revolution, businesses have changed the way they approach customers and indeed customers have changed the way they prefer to be treated and related too. Businesses need customers to survive in this ever-changing time because customers set tends and influence how a business operates in the industry or sector. 
However, businesses are faced with challenges even with effective management whilst connecting with customers and focusing on profit, growth and business goals. Customers’ expectations have evolved over the decades as customers continue to demand better customer service, better management, better products, and incentives to win them over because customers have become aware of their value and some are using it to their full potential taking advantage of what is on offer. For example, a credit card holder would move their custom to another credit card holder if incentives are on offer or would be beneficial to the holder to switch services. This can influence their decision to switch in order to suit the customer’s needs it would be presented in a form of discount, vouchers, cash back, buy now pay later, company credit cards, loyalty points of business and so on.
With the ever evolving technology, (CRM) customer relationship management has increased and customers have expectations which among those that have managed to be successful in business and are still managing to fulfilling customers’ expectations forging a relationship with their customers’ needs, feelings, and desires meeting their customers’ expectations whether through high or low Quality, Price or Time. Meeting customer expectations takes time and is learned through a process of studying your target market or customer behavior to then have an outcome of being different from your competitors. Businesses would therefore use business tools like (CVM) Customer Value Management also known as (CVA) Customer Value Added. 



[bookmark: _Toc40720685]Customer Value.
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Source: Bing.com
(Simchi-Levi 2010) defines customer value as a way of how the offerings are perceived by customers of which there are several dimensions.  Would customers have positive experience where a customer is able to benefit from a service or product considering the price? This benefit is merited in terms of saving money which supports the customer to purchase the product at a discounted or lower price so that the customer feels like they have saved and will spend on other items. According to (Simchi-Levi 2010) there are customer value dimensions that are more crucial and suggests that the first three dimensions are vital than the rest, ranking them down in the order as follows; product innovation, product selection and availability, price and Branding, value added services then relationship and experiences is last. 
For instance, this can be in discounts when a customer is thinking they are paying less for the product or service therefore the customer thinks they are receiving more from the company that the customer is giving the company less in return buying the product at a discount of 70% when they should be paying 100% for the product making the customer satisfied with the purchase of paying 30% meaning full price would be £100, but with the discount of £70 the customer only pays £30. (Business dictionary.com) defines customer valve as a difference of what a consumer will get from a product and what he or she will have to give in order to get it.  
Customers also have categories too that would affect the customer value decisions, when it comes to purchasing vehicles, being that some customers are rich, which would not question their purchasing influence of adding value to purchasing a Rose Royce, and those that are middle class would add value to purchase a Mercedes Benz, while the lower class would consider to purchase a bus pass or drive a car that would meet their pockets. 
Customer value is important to a business to keep in mind because this allows the company to have a relationship with their customers and to also retain customers making the customer think that the product or service is of a good value deal for them.  Although the factors of cost and quality has led to the psychology of customer value, there is more to customer value as (Simchi Levi 2008) discusses the challenges that businesses face in today’s market with changes in the global economy creating uncertainties making the costs of labour rise therefore this disrupts the supply chain and its ability to compete successfully.
Past experience; (Maund, p205 2018) a consumers’ follow up purchases relies on their history experienced with the brand whether it had a positive or negative effect on the customer, it is probable to form an impression regarding to the brand which would be likely for the consumer to talk about the brand to others in a good or bad light. 

According to Which.co.uk these are the in-store ratings of the customers.
	
	Sainsbury’s
	Lidl

	Store layout
	[image: 4 stars]
	[image: 2 stars]

	Store appearance
	[image: 4 stars]
	[image: 1 stars]

	Queuing time
	[image: 3 stars]
	[image: 1 stars]

	Staff availability and helpfulness
	[image: 3 stars]
	[image: 1 stars]

	Products being in stock
	[image: 4 stars]
	[image: 2 stars]

	Range of products
	[image: 5 stars]
	[image: 1 stars]

	Overall quality of own-label products
	[image: 3 stars]
	[image: 3 stars]

	Overall quality of fresh products
	[image: 4 stars]
	[image: 3 stars]

	Recyclable packaging / no packaging
	[image: 3 stars]
	[image: 1 stars]

	Value for money
	[image: 2 stars]
	[image: 5 stars]

	Customer score
	64%
	67%



Source: Which.co.uk
[bookmark: _Toc40720686]Product Innovation or Conformance to Requirements 
Are the standards to which is acceptable within or meets the quality, service, product or steps taken having the capability to satisfy the customers desired requirements? It is of the opinion of (Simchi-Levi 2010) that product design is the key to success in the market as it would meet customer requirements (Simchi-Levi 2010) expands on, that products and technology become different very fast and this is known as product clock speed mentioning the main products like functional and innovative products that change fast for example consumer goods, Pcs, automotive and apparels. Technological Innovative companies such as Apple would most defiantly change their products as there is a demand and excitement of the next technology applied to the product. The retail Supermarkets like Sainsbury’s provides a service of functional products that need changing according to market trends and customer preferences using the supply chains and effective operation strategies such as grocery products of soap, flour milk and so on. Sainsbury’s sells over 12000 own brand products and can also use the long tail phenomenon to ascertain which products are selling well and which are not doing well. 

	Conformance to Requirement
	Sainsbury’s
	Lidl

	Score
	9
	5



Product Selection goes hand in hand with availability, as it determines what the customer availability of the product can have a positive or negative effect on your business in this competitive market. This determines the success of the company or failure to succeed as choosing the right product or service for your clients to purchase or use is an ability that is important to have when product selecting. With over 12000 own brands available at Sainsbury’s this gives the customer more choice in comparison to Lidl which has less product selection and availability, of which less or more product selection would affect profit margins and Sainsbury’s customer base would be larger compared to Lidl. 
	Product Selection
	Sainsbury’s
	Lidl

	Score
	9
	5



[bookmark: _Toc40720687]Price and Branding 
Is what sets the customer to purchase the products or service. branding determines the price, and this allows brand names to be priced higher as consumers associate the brand with quality therefore paying a premium price. (Sainsburys.co.uk). Sainsbury’s has acquired more brands to the organisation, brand names like Argos and Habitat making addition to their other already existing brands name of Sainsbury’s Bank and TU (Fashion brand). In this way Sainsbury’s gains more of the advantage to entice more customers with more brands. However, Lidl is very much aware of their competitors and has the advantage of the lower price wars which Sainsbury’s has tried to much in some products but comes no way near. According to lovemoney.com Lidl, is leading in offering the best prices and Sainsbury’s is the most expensive of all five supermarkets compared. In both Lidl and Sainsbury’s cater to different customers because Sainsbury’s customers pay dearly for their products while those that shop at Lidl would save if comparing the same products bought. 
	 
	Lidl
	Asda
	Tesco
	Morrisons
	Sainsbury's

	Fusilli pasta 500g
	0.78
	0.5
	0.95
	1
	1.05

	Bran Flakes 500g
	0.55
	1.38
	0.66
	1.1
	0.65

	Tinned plum tomatoes
	0.28
	0.35
	0.35
	0.35
	0.35

	Tinned tuna x 4
	2.49
	2.84
	3.25
	3
	4

	Organic semi-skimmed milk 4 pints
	1.49
	1.5
	1.5
	1.8
	1.8

	Organic free-range eggs mixed weight x 6
	1.25
	1.45
	1.6
	1.25
	2.25

	Unsweetened soya UHT milk
	0.59
	0.59
	0.85
	0.6
	0.85

	Multiseed loaf
	1.29
	0.79
	1.35
	0.75
	0.95

	Tinned cat food x 6
	2.29
	2.5
	2.5
	2.57
	2.5

	Non-bio washing powder 20 to 25 washes
	1.99
	2.5
	2.5
	3.2
	2.5

	Chipolata sausages x 12
	1.89
	1.45
	1.7
	2
	1.5

	Apples x 6
	0.62
	1.2
	0.95
	1.25
	0.8

	TOTAL
	£15.51
	£17.05
	£18.16
	£18.87
	£19.20


Source: lovemoney.com

In the month of April 2020, Which.co.uk compared prices over hundreds of drinks, food and household and the results are as follows.
[image: Image][image: Image][image: ][image: Image][image: Image][image: Image][image: ][image: Image][image: ]
                                 








Source: Which.co.uk
The results show that Lidl is the cheapest and is value for money for the customer than their competitor Sainsbury’s who came in third.
[bookmark: _Toc40720688]Value Added Services
Is a service that is added to your purchase without extra cost to the customer promoting their business mostly popular in the services business like the telecom business where voicemails are added to your purchase for free another example is computer support is added for a year of free service when you purchase a new computer. 
	Value Added Service
	Sainsbury’s
	Lidl

	Score
	7
	4



[bookmark: _Toc40720689]Relationships and experiences,
Building a relationship with your customer develop trust and this comes with experiences the customer has had with the business that they associate their experiences with the relationship that has been established (Maund, p205, 2018), Businesses devote their resources and time to engage and have a relationship with their customers with the intention of converting the consumers’ tendency to purchasing a service or product into a real purchase. Businesses would be questioning the customers’ motivation of sharing their experiences as a customer which would lead the organization to understanding their business more (Maund, p205. 2018) used the example of a company called Proctor and Gamble (P&G) and Apple who both engaged with their customers using different tools. With Proctor and Gamble, the customers felt like they were part of the organisation and brand by competing and voting a trio of brand ambassadors making the customer feel like they are 
Consumers are influenced by Price, Quality, Service, Social, Marketing and Past experiences hence the research done by companies to source how to engage more with their customers. 

	Relationships and Experience
	Sainsbury’s
	Lidl

	Score
	8
	2



[bookmark: _Toc40720690]Supply chain management (SCM)
[image: See the source image]
The supply chain is so complex and crucial to a business. There are so many components to the supply chain in order for the product to reach the customer of which the components are all connected as without one key component, the other cannot meet its point of connection to the other to move forward. This way when a business is considering pricing their product all elements are put into consideration. In order to make profit after the supply chain is complete depending to where you have sourced from can have a positive or negative effect on the price whether high or low pricing. The supply chain comprises of raw materials’ storage and movement, checklist and goods finished from suppliers to point of consumption.
[bookmark: _Toc40720691]Service quality
Service quality is key for the planning and strategy of the organisation. In a nutshell is defined by Barbara R. Lewis Vincent W. Mitchell, (1990) as a focal point on meeting the needs and necessities of the consumer. 
The example used is of Lewis and Booms (1983) who are of the opinion that service quality is calculated on how efficiently the level of service provided is equivalent to the expectations of the consumer. 
Additionally, (Barbara R. Lewis Vincent W. Mitchell, (1990),"defines service quality as perceived characteristic attitude or global judgement linking to the service. 
Which is important to customers’ expectations.
[image: Image result for customer expectations which is important price time quality]
Generally, customers would not expect to get all three expectations, but at least two out of three is ideal. Customers who expect quality and time would pay the cost of that expectation which is high than a customer whose expectation is cost, and time would consider quality as the standards would not be the same.
[image: See the source image]
Source: Bing.com
SERVQUAL (service quality Gap Model) is a tool, an inclusive model that sets out the necessity in terms of a roadmap for managers in the organisation to follow and give a high standard of quality service that is anticipated from the service to the customer’s expectations of which the roadmap identifies five gaps. (Moodle 2020)
[bookmark: _Toc40720692]Who is a Customer?
A customer is a person or company that acquires someone else’s business’s services or goods. (Investopedia.com) The importance of customers is seen though the success and the increasing profits of a company. The competition of attracting customers is ever so high since the industrial revolution because times have changed with some wide available choices, different tactics are used to attract and multiply their customers base by focusing on retaining them and using any means of customer satisfaction to obtain loyalty by utilizing one or more of the following;
· Advertising products aggressively.
· Using Celebrity endorsement.
· Discounting prices.
· Focus on gender, for example just for men or women.
· Using Scientific words or names.
· Awarding loyalty points.
· Buying two for the price of one.

[bookmark: _Toc40720693]With slogan of Live Well for Less as Sainsbury’s own and Lidle on Price for Lidl suggests that companies both have price in mind. 

Gap 1:  between customer expectation and management perceptions, it is essential to understand the needs of the customer to be able to surpass customer’s expectation which ensures customer satisfaction, however, management should have an accurate and clear perception concerning customer expectations. Where there is a lack of understanding can create a gap therefore the customer will not be content. (research-methodology.net 2012).
According to Parasuraman et al. (1985) The perceptions of management with both external and internal, consumer expectations exists separately from the true desires of the customer, for instance, executives are not automatically aware of what the customers expect and want from the organisation. The expected customer service trickles down to the staff’s perceptions and management perceptions of the customer. The customer’s past experience will influence their needs and desires. Therefore, expectations are perceived as desires or wants of customers, in this case what a customer feels Sainsbury’s should provide instead of would provide for instant,
Staff start with good morning/afternoon/evening; how can I assist you? Pay to staff more, special offers, have products in stock, offer excellent Customer Service Talk to your customers to understand their expectations, meet and greet, smile create a happy environment, establish relationships, provide exceptional quality. thank customers for their business and communicate clearly.

Gap 2: This gap emerges because there is a distinction between the company’s perception of consumer’s expectations and the standards of the customer service it sets. In order for improving interaction and quality between the customer and management, there are components of communication, infrastructure and organizing people, that the organisation should be aware of providing insufficient service design which could be detrimental to provider and can cause the standards to slip. In order to set standards management should have enough staff and needs to set roles so that all staff are aware of their duties, roles which the possibility to provide good quality customer satisfaction is guaranteed.  
(3) this gap between service delivery policies and service delivery, sets a difference from the service that is expected to be delivered from the provider. However, there is no conforming to the guild lines set due to lack of motivation for staff not willing or able to perform to a level that is desired therefore causing the high quality of standards to not be reliable upon to meet the customer’s wants and needs.  
 (4) in the external communications for instance promotions and advertising which is mostly likely to influence the perceptions and expectations of the customer depending to the service delivered of which the saying of never over promise and under deliver is one that customers take serious because it is true as the not promising what you cannot deliver.  

[bookmark: _Toc40720694]The 5 Dimensions of Service Quality.

[image: See the source image]

[bookmark: _Toc40720695]Reliability:
According to (Sheffield University 2017) Reliability is the performance of the service promised faithfully, frequently and perfectly over a duration of time. 
As of my experience, I agree that the dimension that is mostly important is reliability, according to the rankings. Because as a customer and in my belief that other customer’s expectations are that the organisation will deliver what is promised at a standard that is promised as well. This creates trust This creates trust as Sainsbury’s has been reliable and have a policy on customer complaints with the understanding that the customer is always right whilst being dependable and consistent, management tries to resolve matters promptly if customer expectations are not met.  Sainsbury’s keep their customer well informed through available social media, Facebook, Twitter, Instagram, YouTube, LinkedIn, and Pinterest as well as their website and customer data base to send emails. Sainsbury’s (2020).

[bookmark: _Toc40720696]Assurance:
Confident and competent workers who display and exhibit courtesy and level of good knowledge conveys confidence and trust in the customers. when a customer approaches staff and they are able to answer their questions gives positive effects and confidence in the service they provide and feels welcomed and safe.
[bookmark: _Toc40720697]Tangibles: 
The ranking of this dimension is very low but it also carries weight and should not be failed because good standard appearance of the shop, physical facilities, personal, communication materials and equipment also can impart positively to the general experience of the customer. 
For example, in my opinion the appearance of Sainsbury’s has a well branded service, well presented staff, pleasant and appealing environment for all contribute to the tangibles of service delivery as well as: Facilities that are appealing, modern equipment and products that are well-presented.
[bookmark: _Toc40720698]Empathy: 
Is the approach of personalized care and attention that is given, create effective service delivered and expectations from management which makes the customer feel important? This is viewed through the attention given to customers as well as engage with customer, whilst having their best interest meeting the objectives of the customer. Staff at Sainsbury’s have scored high as there is a willingness to assist and show care with undivided attention.


[bookmark: _Toc40720699]Responsiveness: 
Readiness to assist customers and give a quick response to the customers’ needs to successfully reach customer satisfaction, especially when a supermarket is busy like Sainsbury’s, can be busy at times with increased customer enquiries. It is important to be flexible, prompt and understand needs by rapidly, willingly and enthusiastically assist and respond to customers and their requests. According to Which (2020) Sainsbury’s has good responsiveness, with available staff to assist customers.


[image: Image result for dimensions of service quality]

	
	Sainsbury’s
	Lidl

	Reliability
	9
	5

	Responsiveness
	9
	4

	Assurance
	8
	5

	Empathy
	8
	5

	Tangible
	8
	5
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[bookmark: _Toc40720700]Customer Satisfaction and Customer Loyalty.
According to Jung‐Chae Suh and Yi Youjae (2008) the collaboration between customer satisfaction and Customer loyalty can be observed through the service or product of which a connection is formed causing the interrelation effects whether direct or indirect and this is seen on the model that Customer loyalty links right back to customer satisfaction of which is central. In addition, Sainsbury’s customer loyalty can be measured through their customer loyalty cards called Nectar, according to Sainsbury’s.uk (2020) they have 18.5 million registered users for nectar and still registering new users, and the competitor Lidl has no measure to their customer base or does not award loyalty cards to get points and sometimes coupons each time you shop and use the card, this turn into money to spend at their stores to their customers. Therefore, it is evident that in comparison to Sainsbury’s and Lidl, this is a remarkably high number of nectar users that Sainsbury’s has the advantage of proving customer satisfaction and loyalty. 

[image: Image result for nectar points]
Suh and Youjae (2008) claims that attitudes towards adverts and business images have an indirect effectiveness on the purpose to influence attitudes towards brands. However, involvement of product lessens the direct effectiveness of satisfaction towards loyalty and brand attitudes.


[bookmark: _Toc40720701]Conclusion 
In conclusion, the overall results show that customers know what they want and need from the providers as each element has an effect to the satisfaction of the customers. Businesses should improve the experience of the customers in order for satisfaction and to retain their customers. Sainsbury’s has proved their position in the retail supermarket industry by having effective customer engagement, displaying good customer services and production selection displayed clearly.  
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