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Executive Summary

Resilience and prosperity are of utmost importance as core values in a modern-day successful business. Both Aldi’s business level strategy and competitive strategy can be affected by a variety of internal and external uncontrollable factors. The strength of Aldi’s strategies can be impacted by their own business strengths and weaknesses and how well they face threats and opportunities directed at them from an outside environment. External political, economic, social, technological, legal and environmental factors also impact on how successful a business’ strategy is and especially how well they adapt to these external changes in a timely manner.







































1.0 Introduction

1.1 Background of Aldi


Aldi are well known for being one of the fastest growing supermarket chains in the UK in the last decade as well as having thousands of stores already operating in Western Europe. (Aldi , 2019). A significant reason as to why Aldi is so popular in the UK is for how they behave as a business in their environment and how they benefit their staff. Aldi are one of the few supermarket chains to offer their staff a living wage and the highest level of benefits in their sector (Centre, Business and Human RIghts Resource, 2019). Growing in popularity since 1999 in the UK, Aldi pride themselves on delivering high quality stock at the lowest possible prices (Aldi Corporate, 2019 ). 		

Aldi’s popularity in the UK peaked in 2008/09 when the UK economy collapsed and consumers found themselves with less disposable income, meaning their regular supermarket favourites became increasingly out of reach. Aldi offered an opportunity for consumers to continue to have the same high-quality product they desired, just branded differently and significantly lower in price (The Independant, 2019). Aldi’s sales reported 20.7% economic growth at the time and currently show no sign of slowing down; reporting a record market share of 8% in 2019 leaving them only 2.3% behind Morrisons in the ‘Big 4 status (Gazzete, 2019). 




























1.2 Report Objectives

The objectives of the report are:

· Identify Aldi’s business strategies and their current position in their business environment.
· Evaluate Aldi’s business strategy using relevant academic sources and strategic theory.
· Provide a set of recommendations for Aldi to guide their strategic improvement and ultimate economic growth.


The purpose of this business report is to critically analyse Aldi’s business strategies taking into consideration internal factors that impact how they operate as an organisation whilst at the same time also review the external factors. It will identify successes of the business strategy as well as identifying improvements that are required for further success and offer recommendations for such improvement. 

This report will utilise strategic theories for the needs of analysing the business strategy and also consider the internal and external business framework. This report aims to identify strengths, weaknesses, opportunities and threats to the company; as well as the external forces that impact the business. In addition to academic theory, relevant business journals and other reliable references have been included to guide and support the analysis. 

Recommendations will be included in a table towards the conclusion of this report. These recommendations will be precise, objective and relate to the improvement of Aldi’s business strategy with prosperity and sustainability in mind, which I anticipate will improve their place in their business environment. 






















1.3 Business Level Strategy

An organisation’s business level strategy will aim to focus on satisfying customer needs and preferences in order to achieve their profitable returns and simultaneously achieve customer satisfaction at the same time as a successful stakeholder return (Ireland, Hoskisson, & Hitt, 2012).

Mintzberg developed his five point framework, these in which he suggests a business strategy cannot be a single point theory but one that must take into account different points to develop the most effective business strategy (Minzberg & Quinn, 1991). Mintzberg’s strategic framework is a pinnacle in strategy analysis since his theory is inclusive of both old and new methods of analysis. It prides itself on there being multiple factors impacting strategy rather than just one as focusing on one factor alone (i.e competition) is not enough to achieve a successful business (Mintzberg & Walters , 2009)
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1.4 Competitive Strategy 

Porter defines there to be four leading business strategies that are opportunities to develop competitive advantage for a business (Porter M. E., 2008). Porter’s generic strategies provide an insight into what a business chooses as its focus onto to aim for success (Porter, 2008).  


Elaborating on Porter’s generic strategies, Bowman’s Strategic Clock allows  a business to be able to identify where their business places in the external business environment for maximum competitive advantage. (Thomson & Baden-Fuller, 2010)


An organisation is able to identify internal and external factors that impact a business by conducting a SWOT and PESTLE analysis (Seth, 2015). This allows them to develop a competitive business strategy where they can identify positives that exist in the business but more importantly where they can improve and prepare themselves for potential problems that may damage their place in the competitive market (Perera, 2017).


A stakeholder analysis will enable Aldi to identify who their main internal and external stakeholders are and how to manage them. When a business level strategy allows the workforce to become equal, a more confident and motivated workforce will be allowing potential for a more powerful business (Drucker, 2006).  



























2.0 Main Findings 

2.1 Overview of Aldi’s strategy 


Aldi’s core competencies are consistency, simplicity and responsibility (The Entrepreneurs Guide, 2019).With that being said, Aldi’s business strategy focuses on providing high quality products for the lowest possible price. Core elements of focus for Aldi in their strategy are:
(1) Limited Range 
(2) Exclusive Branded Products 
(3) Price Change Policy 
(4) Focus
(Dunford, Palmer, & Benveniste, 2019)

Limited Range

One of the unique selling points in Aldi are that they offer market leading products for low prices. Aldi do not stock multiple versions of the same items; they take the choice away from the customer so that they are able to offer the best value deal for them. Unlike other supermarkets, Aldi focuses on selling large quantities of one item rather than spreading the quantity allowance over more items. Aldi creates their own version of high ticket items at a fraction of the price of its competitors, which encourages a rush to their shops; this is known as Aldi’s famous ‘middle aisle’ (The Guardian, 2019). At peak times of the year they advertise the must have items at the lowest prices which attracts customers who would otherwise not be able to afford the latest must-haves unless they were offered at this lower price alternative (Daily Record, 2019). Aldi have the ability to encourage unplanned and impulse buys by using this selling strategy as the consumer will buy to avoid the risk of feeling as though they may miss out. 



Exclusive Branded Products

When the 2008 recession turned the UK economy down, Aldi found themselves as one of the new preferred supermarkets (The Telegraph , 2008) since families no longer had the disposable income to buy their branded favourites. Once the worst of the recession was over, Aldi had to ensure to maintain their shopper influx. Aldi had partnerships with market leaders, which allowed, and continues to allow them, to include a few named products within their selection. While Aldi do challenge their named products with their own un-branded products, the purpose of them selling them attracts those customers that would otherwise shop at the larger branded supermarkets. Aldi have created an environment where all shoppers regardless of social class can shop, as statistics show one in three Aldi shoppers are now upper/middle class (The Telegraph, 2015).




Price Change Policy

One of Aldi’s main business focuses is to be Britain’s best value supermarket (Aldi UK, 2019). Part of Aldi’s business strategy is the promise to not raise prices but rather drop them when competitor supermarkets are raising theirs. This encourages their more non-frequent customers to visit them since they will then be able to make the most of their money. 

Focus

Unlike their business competitors, Aldi maintains its focus on purely delivering high quality for low price. They have no intention on focusing on expansion e.g petrol stations and pharmacies; they wish to maintain their focus on their core competencies (simplicity, responsibility and reliability). This allows Aldi to have full focus on what they aspire to achieve without there being any distractions or possible negative impacts from failed business ventures.






























2.2 Analysing Aldi’s business strategy- Porters Generic Strategy 



Aldi must be constantly willing to adapt their business strategy and allow for changes to be made to ensure they are performing at maximum success.

In order to establish its strategic position in their competitive market, Porter’s generic strategies framework can be applied. This allows for analysis of Aldi’s current business strategy and identifying their competitive advantage (Kossowski, 2003). Porter’s generic strategies consist of: 
· Cost leadership, 
· Cost focus, 
· Differentiation leadership and,
· Differentiation focus. 		


Aldi fall into the cost focus part of the framework since their strategy is focusing on providing high quality products for low prices and that their focus is narrow. According to the framework, when a business falls into the cost focus framework they will provide similar products to market leaders only for a fraction of the price and only seek lower-price advantage in a concentrated market environment (Tanwar, 2013). It is a fair agreement that Aldi’s business strategy has strong similarities with this statement. 


























2.3 Analysing Aldi’s business strategy- Bowman’s Strategic Clock


Elaborating on Porter’s generic strategies framework, applying Bowman’s Strategic Clock to Aldi’s business strategy will allow for Aldi’s place in their external business to be identified and discover whether it is in line with their strategy. The model below depicts Bowman’s Clock with Aldi’s position on it added in where I identify, through analysing their strategy, it best fits.  


 (tutor2u, 2019) 




















(tutor2u, 2019)

Aldi’s placement on Bowman’s strategic clock is in alignment with their business objectives of being Britain’s best value supermarket  (Aldi UK, 2019). With their placement on Bowman’s strategic placement, this will allow Aldi to position a product in their market environment factoring in two dimensions: perception of value for money and price (Johnson, Scholes, & Whittington, 2007). In my detailed analysis of Aldi’s business strategy, I believe they place most accurately at the second point of the clock as low cost is the ultimate goal for them.












2.4 Evaluation of Porters Generic Strategy and Bowman’s Strategic Clock 

These strategic management tools are able to help identify Aldi’s place in the market and allow them to gain insights on improvements to be made to Aldi’s business strategy and allow them to become the business in line with their goals and objectives. 

However, forcing businesses to fit a certain criterion in the models they expel the opportunity for Aldi to use more than one focus to improve their business. These are also very narrow focus strategies in that they don’t take in to account external uncontrollable influences on a business that may alter their strategy.

        



































            2.5 Analysing Aldi’s business strategy- SWOT and PESTEL analysis 

	Strengths
1. High Market Placement- market share of 8%  (Gazzete, 2019).
2. Positive Brand Reputation-provides comparable quality goods as market leaders at a fraction of the price.
3. Multi-award-winning supermarket- Great Tastes Award 2019 (Aldi, 2019)
	Weaknesses
1.Since the value of the pound fell in 2016 prices of imported goods have had to be raised  (Butler, 2016). 
2. Less appealing shopping environment than other supermarkets.
3. Social stubbornness- certain shoppers are put off shopping at a discount supermarket.


	Opportunities
1. Job creation- increasing stores and jobs in the UK by 2020 (Cox, 2017) 
2. UK’s first living wage paying supermarket- benefitting their reputation and the well-being of their staff.
3. Worldwide recognition- award winning products e.g Aldi gin (Becquart, 2017 ).

	Threats
1. Bigger competition- ‘The Big 4’ regularly lower their prices to compete with discount retailers (Wood, 2018 ).
2. Similar competition- Lidl close behind Aldi in the business environment so potential for growth overshadowing Aldi (Makortoff, 2019).
3. Potential Mergers- Asda considering buying another discount retailer meaning lower priced goods in stores (Topham, 2017)



In identifying a critical point of evaluation above, a method in identifying both internal and external points of strategy analysis is to perform a SWOT and PESTLE analysis: 




















	Political
	· Uncertainty of Brexit discourages suppliers and gives potential for higher costs for goods.
· Taxation rises can discourage ALDI from achieving maximise profit.

	Economical
	· The value of the pound had dropped meaning Aldi have had to raise prices of basic groceries.
· Fluctuation in employment rates can determine how well a business like Aldi can operate Aldi may find their sales rocketing as people will have less disposable income- resulting in similar outcomes to the financial crisis 2008  (The Independant, 2019).

	Social
	· Aldi pride themselves on being a living-wage paying business, so they are seen to care for their staff.
· Identifying their buying market and supplying products that are in line with sales statistics- selling high price goods would not be in line with their sales figures or business strategy.

	Technological
	· Aldi have an online presence so are able to identify customers in a different way.
· Consider how technological advances will benefit their competitors and justify if technological investment is required.

	Legal
	· Hiring a diverse selection of workers to ensure discrimination laws are adhered to.
· Manage environmental laws- behaving appropriately with disposing of products and sourcing products.


	Environmental
	· Ensure their business aims and objectives are in line with that of climate change and environmental protection- potential for negative reputation if they are not seen to be caring for the environment.
· Environmental changes may impact the importation of goods and the quality of those goods.





2.6 Evaluation of SWOT and PESTEL analysis 

The above SWOT and PESTEL model have allowed for a wide scope analysis into Aldi’s business level and competitive strategy by identifying more in- depth factors that can impact how they want to operate as a business. 

Although the SWOT and PESTLE analysis have identified a variety of external and internal factors of Aldi’s business potential, there can always be potential unforeseen instances which can impact a business’s operation. Therefore, it is recommended to perform regular risk analysis techniques to help illuminate the risk of business downturn from unforeseen instances (Matinelli & Milosevic, 2016).






































2.7 Analysing Aldi’s Business Strategy- Stakeholder Analysis 


I have placed Aldi’s stakeholders in the graph in relation to where they place in the business operations. Stakeholders are ranked and placed in accordance to their importance/impact on the business and the impact the business’ actions will have on them (Brugha & Varvasovzky, 2000).

[image: a quadrant/matrix mapping power vs. interest of stakeholders. In the lower left box is the text "monitor", the lower right box says "keep informed." In the upper left box it says "keep satisfied" and in the upper right it says "manage closely" The horizontal axis represents "interest" and the vertical represents "power."]





3. Suppliers 
1. Customers 
7. Unions
5. Communities 
2. Employees
4. Competing businesses 









6. Creditors 













(Product Plan, 2019)














2.8 Evaluation of stakeholder analysis 

To adequately analyse Aldi’s business strategy it is vital to identify stakeholders who have the most impact on Aldi who would be most impacted by any decisions Aldi made (Weiss, 2009). Using stakeholders as a tool of strategy analysis allows Aldi to do just this and better their chances of a success.

Although stakeholder analysis allows a very in-depth insight on stakeholder power on a business, unless it is regularly updated and reviewed, then it is useless. Keeping it updated can be costly to a business and it isn’t always guaranteed to identify every stakeholder, since there can always be unforeseen circumstances. 






































3.0 Conclusion


This report has provided a fair analysis of Aldi’s business and competitive strategy through utilising strategic management tools. Aldi has a strong business strategy which is in line with the aims of the business. Aldi has a strong influence in the supermarket market environment, as it is a leading discount retailer indicating their business strategy is already very solid which is reflected in the analysis provided in this report. However, there is potential for issues to arise which will hinder Aldi’s stride for success, as noted in the analysis; however with organised application of strategic management tools Aldi will be able to minimise the impact of these issues.  

Whilst all management tools have their advantages and disadvantages, using a variety of different models to analyse a business allows for a broader understanding and the ability to identify weaknesses that can be improved on. There is no single management tool that is superior to the rest. It is dependent on the type of business they are used for and more crucially how they are utilised, which can determine success. 

































3.0. Recommendations 

Generated below is an action plan containing recommendation for Aldi’s strategic improvements based on the analysis in the main body of this report. An action plan is most appropriate in this case as it allows for a more organised, relevant method of improvement. 
	Recommendations
	Reason for recommendation
	Department responsible
	Timescale for completion
	Action taken?

[image: ]

	Develop a pricing strategy that allows for prices to be lowered further to consistently be lower than the competition.
	Large organisations are attempting mergers with discount chains so Aldi need to be prepared for the competitive pricing. 
	Finance Department 
	Continuous improvement needed.
	

	Develop a marketing strategy that encourages more middle and upper class shoppers.
	Social stubbornness is driving shoppers away from discount retailers, these shoppers are keeping Aldi out of the top 4 status
	Marketing Department 
	Continuous improvement needed.
	

	Widen certain product range available in stores.
	Although Aldi’s focus on limited range is one of their unique selling points, this strict limit hinders shoppers from doing a large shop there as they cannot fulfil of their needs. 
	Purchasing Department 
	Continuous improvement needed.
	

	Maintain the title of ‘Britain’s Best Value Supermarket’
	With the fluctuating rate of the pound/£ Aldi need to negotiate supplier rates/product values to ensure keeping the title of ‘Britain’s Best Value Supermarket’
	Purchasing Department 
	Continuous improvement needed.
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