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1.1 [bookmark: _Toc530431222]Introduction

The purpose of this research is to evaluate and analyse the success of discount stores focusing on the introduction of new discount store Jacks, which is launched by Tesco. This dissertation will help to establish whether, the new store will be able to fill the gap between quality and value for money and whether they will be able to offer something original from the competitors (Hammett, 2018). To further the understanding of increase in opening of discount stores, there will be detailed analysis of pricing policy within the supermarket industry. 

[bookmark: _Toc530431223]1.2 Rationale 

Pricing policy in discount stores focuses on stimulating sales of products, there are different types of pricing strategies that target different types of customers, some customers perceive lower prices as lack of product’s value therefore appropriate discount strategy is important to make sure that customers respond quickly (Gleeson, 2018). (Heil, 2018) states that there are different types of pricing policies such as cost based pricing, which looks at all fixed costs and variables. Value based pricing which states that selling price reflects product’s service, demand-based pricing however they are not concerned with costs and focus on characteristic of products and service. 
 According to (Gupta, 1988) brand choice and purchase quantity decision is conditional on the time of the purchase therefore in stochastic modelling tradition brand choice probability is modelled as a function of that week’s market condition in which the customer decides to make a purchase. This research will allow to analyse effectiveness of pricing policies focusing on the discount stores. The main focus will be on new discount store Jack’s and why Tesco decided to launch their own discount chain, and whether it is going to be a fail or success in comparison to successful German store Aldi and Lidl, which are a competition to supermarkets such as Asda or Tesco.  According ITV (News, 2014) Aldi is UK’s fastest growing retailer increasing its sales by 35%, over 51% of UK’s shoppers visit a discount store each month 12% using discount store to do their main shop. The article is also proving that customers are still paying attention to the quality of the products as 78% of customers shopping in discount stores stated the quality has improved.
 Supermarkets are trying to fight the competition by improving their service. This research will aim to help Jack’s with the corporate strategies which according to (Puranam) means it’s a strategy that business corporations use to compete as collection of multi- businesses. There is plenty of research on pricing policies, however there is a gap that doesn’t give a straight answer of why some people chose discount stores, how supermarkets can adjust their pricing policy to take over the competition and what effect the new store Jack’s will have on the highly competitive retail market showing there is not enough research in this topic. This research will be referring to some key literature such as Porter, used of recent articles from the periodical and journals. Which will help to support the argument of unless supermarkets change their pricing strategy, the discount stores and the poor quality will win and take over. 
 This research will look deeply into discount retail stores and whether it’s the future for the retail market, making recommendations on suitable pricing policy, what effect discount store have on supermarkets. This research will also study customers research choice and the reasons behind it. 

[bookmark: _Toc530431224]1.3 Aims and objectives
The aim of this research is to evaluate and pricing policy within the supermarket industry focusing on launch of the new discount store Jack’s and its effect on the discount store market in comparison to German stores Aldi and Lidl’s. This study will show impact of customer’s loyalty to the popular discount stores and what affects customer’s decision to shop there. The main objectives of this research are;
To identify and analyse the effectiveness of pricing policies within the retail industry.
To critically evaluate the influence of pricing on value perception by the customer. 
To make possible recommendations for new discount store Jack’s on adoption of new pricing policies.  


2.1 [bookmark: _Toc530431225]Literature Review
(Rekhi, 2018) Suggests that there are numerous issues with the pricing policies existing within the retail industry and discount stores as often retailers apply the wrong strategy which effectively leaves them at a loss. Examples of the main problems are, the rate of the market growth meaning some products are less likely to gain rapid market than other meaning they are unsuitable for a penetration price policy. Wrong choice of the post-skimming strategy such as wrong timing and the size of future reduction or problems with whose sales has begun to decline.
The main types of pricing strategies first one called pricing at a premium takes place when the business set costs higher than, their competitors this strategy is most effective in early days of product’s life cycle because customers perceive products as worthy. Pricing market penetration aims to attract buyers by offering the lowest prices this draws attention from the competition effectively companies often end up rising their prices. Economy pricing aims to attract most price conscious customers and have a large success in stores such as Target. Finally, price skimming helps the business to maximise the sales by setting high rates during introductory phase the company then, lowers the price gradually (Maguire, 2018). Regarding to the main authors such as Porter and his Generic competitive strategies which is focused, on the business being capable of producing value for customers which makes them recognisable as superior to its competitors. Porter’s analysis is mainly concerned with the competitive environment, there has been a criticism towards generic strategies as organisations are finding that a route to competitive advantage is being able to combine being low cost with form of differentiation (Henry, 2008).
Cost based pricing approach bases the final price on the costs which go into producing the product pricing methods that derive from this approach are cost-plus pricing, break-even pricing and marginal costing. Cost based pricing takes no account of value for money but it’s important that the price is not too high where customers don’t buy it or too low where they believe there is something wrong with the product (Jim Blythe, 2005). There are also other authors, Dan S. Kennedy has written about pricing strategies one of them stating, to get to the customer “to persuade someone, to motivate someone, to sell someone, you really need to understand that person, a number of well-run companies require to take customer complaints periodically, open even get out and deal with customers face to face” (Kennedy, 2011). However similarly, Rari Mohammed argues that it’s important to allow customers to choose how they purchase your product and it’s critical to know why and how customers value your product and use this information whilst designing pricing strategies (Mohammed, 2010). 
Discount chains distinguish themselves from more traditional retailers by focusing on competitive prices and development of own brands. Retailer’s price image is one of the biggest drivers for shoppers, customers expect the price to be lower at the discount store then at a supermarket, therefore, they often like to switch stores and find more attractive price (Deleersnyder, 2007). Key authors seem to agree that applying the correct pricing strategy results in successful business, as Kennedy and Deleersnyder both insist on the importance of understanding the customer and taking customer feedback into consideration. 




3.1 [bookmark: _Toc530431226]Research and methodology
Research is an intensive and purposeful search for knowledge and understanding of social and physical phenomena, a scientific activity to establish something, the purpose of it is to find out the truth that has not been discovered so far (Kumar, 2008). It’s important to understand the types of research method to choose the most appropriate style, this is demonstrated by a research onion by Saunders. The research onion clarifies research strategies, each layer demonstrates in which direction the research could possibly be developed in to providing philosophy, which means use of either interpretivist research philosophy or positivist research philosophy, research philosophy is considered as alternative. Research approach provides comprehension of different understanding of corporate social responsibility. (Rafael, 2016) States that research strategy used for survey or a questionnaire, research choice is a mixed method approach which provides robust set of results. Finally, time horizon focuses the research on a current situation.
[bookmark: _Toc530431227]Figure 3.2
[image: 1.1. Research onion (Saunders et al., 2009)]    
Research Onion (Saunders, Research gate , 2009) By Saunders et. Al (2009)


[bookmark: _Toc530431228]3.3 Research Philosophies 
(Dudovskiy, 2018) States; that there are two main philosophies that make up the framework, positivism and interpretivism. Positivism adheres to the view that only “factual” knowledge is gained though the observation. In this philosophy the role of the researcher is limited to data collection and interpretation. Positivism dependable on the observations that lead to statistical analysis, it had atomistic, ontological view of the world as comprising discrete and events that interact as determined and regular manner. The researcher is independent form of the study. Interpretivism, states that it is necessary for the researcher to understand difference between humans in our role as social actors emphasizing, the difference deduction research among people rather than objects. The terms “Social actors” suggest that we play a part on a stage of human life. The researcher has to adopt an empathetic stance and enter the social world of research and understand their world from their point of view. Interpretivism is highly appropriate in case of business management and fields such as organisational behaviour (Saunders, 2009).
This research will be adapting both philosophes Positivism and interpretivism because it will gain factual knowledge from the research and will help to understand the customer’s point of view of why they prefer to shop at discount stores. 
3.4 [bookmark: _Toc530431229]Research strategy
The importance of choosing the correct research strategy is that it enables the researcher to answer the questions which shape the flow of the study. Research strategy is often based on aims and objectives of the study. Saunders et al. (2009) stated that choice of research is guided by the research question (Datt, 2016). 
3.5 [bookmark: _Toc530431230]Research choice 
There are different types of methods to collect data for research. This research will mainly focus on the collection of quantitative research which is numerical data that can be transformed into useful statistics, quantitative research uses measurable data to formulate facts and discover patterns. Collection of quantitative data includes methods such as online or paper survey, mobile survey, face to face interviews and online polls (DeFranzo, 2011).   This study will be using quantitative research methods, and the type of data that will be collected will be online and paper questionnaire in some cases possibly face to face interview assisting the questionnaire. However, there are many other methods of collection such as online questionnaire, telephone questionnaire, mail questionnaire or an open questionnaire.  The reasons for choosing questionnaire are efficiency for large sampling, easy to analyse data, reduce possibility of bias and cheap to administer. 
3.6 [bookmark: _Toc530431231]Time horizon and sample
There are two types of time horizons, cross-sectional is a study of “particular phenomenon at a particular time”.  Cross- sectional study often apply survey strategies, they may be a use for qualitative methods if a case study of based on interview over short period of time. Longitudinal method focuses on studying change and development observing people over a long period of time measuring the control of variables being involved in the study (Saunders, 2009). This study will adapt cross sectional time horizon as the research can be completed over short period of time collecting the necessary amount of data drawing the comparison between the sample quicker. 
3.7 [bookmark: _Toc530431232]Sample
Sampling represents group of population that are interested in taking part of the study, probability sampling characterises by selecting the population at random using probabilistic methods. This allows to make statistical inferences. Main reasons for probability sampling making statistical inferences, achieving representative sample or minimising sampling bias. There are also other types of sampling such as cluster sampling and non- probability sampling technique. This study will be using non- probability sampling which main characteristic is that sample is selected on subjective subject of researcher such as targeting particular sample group (Dhivyadeepa). In this case sampling will be applied to Tesco colleagues and mangers via online questionnaire, and 15 random customers shopping at Tesco, this will allow to collect the point of view from the workers and customers. So the number of questionnaires to be printed off will aim for 15 customers and 10 Tesco colleagues.
3.8 [bookmark: _Toc530431233]Data collection and analysis 
The data will be collected though a questionnaire, the answers to the aims and objectives of this research will aim to have been met though the answers to the questions in the questionnaires distributed to a targeted sample. The questionnaires will be analysed though Statistical Package for Social Sciences (SPSS) which is a program that allows researcher to create derived data and file reshaping. It provides descriptive statistics including methodologies, bivariate statistics, numerical outcome prediction and prediction for identifying groups such as cluster analysis (Foley, 2018). 
3.9 [bookmark: _Toc530431234]Limitations of the research 
Due to the nature of this research there might be factors that will affect analysis or the accuracy of the data that is being collected. There will be some limitations to the analysis of the data for example the questionnaire will only be distributed to the colleagues within one store rather than all Tesco stores across the UK, which means there might not be enough data to represent the opinions of all Tesco workers. Another limitation is that the research could possibly be send off to workers in discount stores such as Aldi, and the questionnaire could be distributed to other discount store customers as well. 
Reliability is a property of measure tool and an estimation of how much random error might be in scores.  A way of looking at reliability is by inheriting repeatability or consistency in the experiment by using repeat samples (Shuttleworth, 2009). The difference between reliability and validity is that reliability is when measuring is consistent and the result for the testing are the same first and second time. Validity is focused on the relation between the outcome and analysis of how strong the outcome is (Lekoape, 2011). My research will have highly reliability due to nature of questionnaire but low validity as some people might not be fully honest and try to fill it as quickly as possible. However, if it’s a face to face questionnaire people might be more open and honest resulting in high validity which is stated by Matthew O’Connell (Workforce, 1999)
[bookmark: _Toc530431235]4.1 Resources and planning
Resources throughout this research proposal consists of variety of book including the key authors. Articles in a periodical, reports and handbooks which have been accessed through the online research such as the use of university’s online library (Workforce, 1999).



[bookmark: _Toc530431236]4.2 Gantt Chart 
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Figure 4.2- Gantt Chart.

This Gantt chart is going to help with the upcoming deadlines to ensure work is kept up to date, within a certain time scale.
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