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EXECUTIVE SUMMARY

Aldi has established itself as a dominant player in the UK’s grocery sector by pursuing
a cost leadership strategy, offering high-quality private-label products at significantly
lower prices than competitors. This approach has driven substantial market growth,
allowing Aldi to achieve a 10.1% market share and generate £15.5 billion in revenue
in 2023, with an exceptional 251% profit growth.

The company’s lean operational model, efficient supply chain, and bulk purchasing
power enable it to maintain low costs while delivering value to consumers. However,
Aldi faces key challenges, including a limited product range, underdeveloped e-
commerce capabilities, and growing competitive pressure from Lidl and Asda.

Aldi’s strategy aligns with Porter's Cost Leadership Model, enabling it to compete
aggressively on price. Additionally, elements of Mintzberg’s Learning and Design
Schools can be seen in Aldi's adaptability and structured, deliberate strategic planning.
SWOT analysis highlights its strong financial performance, growing market share, and
sustainability initiatives, but also underscores customer service limitations, lack of
online presence, and competitive threats.

Key strategic recommendations to sustain Aldi’s growth include:

Expanding digital and e-commerce capabilities through home delivery, click-and-
collect, and Al-driven inventory management. Enhancing customer experience by
improving in-store service, checkout efficiency, and loyalty programs. Diversifying
product offerings by introducing more branded goods and premium product lines.
Expanding market presence through urban store formats and delivery partnerships.
Strengthening sustainability leadership by accelerating carbon neutrality goals and
sustainable packaging initiatives. Looking ahead, Aldi has the potential to increase its
UK market share by 12% within the next five years, provided it successfully addresses
service gaps, strengthens its online presence, and adapts to evolving consumer
preferences. By implementing these strategic improvements, Aldi can solidify its
position as the leading discount retailer while maintaining strong financial performance
and long-term sustainability.



1.0 INTRODUCTION

In today's competitive business environment, organisations must adopt strategic approaches
to sustain growth and ensure long-term success. Strategic management helps businesses
analyse internal and external factors, identify opportunities and threats, and align plans with
their mission and vision. This report focuses on Aldi, a global discount supermarket chain,
analysing its current strategy, strengths, weaknesses, market position, and future
sustainability.

Background of Aldi

Aldi (Albrecht Discount) is a leading global discount retailer originating in Germany in
1946. The company is divided into two separate entities: Aldi Nord and Aldi Sud,
operating independently but following the same fundamental business model. With
presence in over twenty countries, Aldi has successfully expanded its market share by
emphasising cost leadership, efficiency, and simplicity. The company is renowned for
its high-quality private-label products, minimalistic store layout, and competitive pricing
strategy, which has helped it establish a strong foothold in the grocery retail industry.
Over the last three years, Aldi has continued its expansion, focusing on sustainability
initiatives, digital transformation, and enhanced customer experiences to maintain its
competitive edge (Gaspard, 2025).

Strategy is a fundamental concept in business, referring to the long-term plan of an
organisation to achieve competitive advantage and business objectives. It involves
decision-making regarding resource allocation, market positioning, and value creation
for stakeholders. A well-defined strategy enables a company to respond effectively to
market changes, consumer preferences, and industry competition (Sudirjo, 2023).

There are several strategic frameworks businesses use to analyse and formulate their
strategies. For example, Porter’'s Generic Strategies outline three main approaches:
cost leadership, differentiation, and focus strategy (Dieffenbacher, 2024), Mintzberg’s
10 Schools of Thought provide a broader perspective on how organisations develop
and implement strategies (Brown, 2025), SWOT (Strengths, Weaknesses,
Opportunities, and Threats) and PESTLE (Political, Economic, Social, Technological,
Legal, and Environmental) analyses help organisations assess internal capabilities
and external influences (Henry, 2021).

For Aldi, strategy plays a crucial role in maintaining its position as a cost leader while
adapting to market trends such as digitalisation, sustainability, and changing
consumer behaviours. By focusing on efficiency, supply chain optimisation, and
customer satisfaction, Aldi has solidified its reputation as a budget-friendly retailer
without compromising on quality.

This report will critically analyse Aldi’'s current strategic approach, evaluating its
strengths, weaknesses, market position, and potential future directions. It will also
examine the alignment between Aldi’s mission, vision, and strategy to determine how
the company can sustain its growth and success in an evolving retail landscape.



2.0 Main findings

2.1 Theoretical Frameworks

This report will utilise Porter’'s Generic Strategies and the SWOT Analysis framework
to analyse Aldi's strategic approach. These models will provide insights into Aldi’s
competitive positioning and internal capabilities, allowing for a comprehensive
evaluation of its strategy.

2.1.1 Porter’s Generic Strategies

Michael Porter (1985) proposed three generic strategies that businesses can adopt to
achieve a competitive advantage:

Cost Leadership — Competing by offering the lowest prices through operational
efficiency and cost reduction.

Differentiation — Gaining an edge by offering unique products or services that stand
out from competitors.

Focus Strategy — Targeting a specific market segment, either through cost focus or
differentiation focus (Arshed, 2016).

Aldi primarily follows a cost leadership strategy, focusing on efficiency, streamlined
operations, and bulk purchasing to offer low prices. The company achieves this by:

Minimising operational costs — Aldi stores are designed with a no-frills approach,
reducing overheads (Mehta, 2022).

Private-label dominance — Over 90% of Aldi’'s products are own-brand, allowing for
better cost control (Mehta, 2022).

Efficient supply chain management — Aldi collaborates closely with suppliers to
negotiate lower costs and ensure high efficiency (Mehta, 2022).

By following a cost leadership approach, Aldi competes effectively against larger
supermarket chains like Tesco, Asda, and Lidl, appealing to price-conscious
consumers while maintaining profitability.



2.1.2 SWOT Analysis

The SWOT framework helps evaluate an organisation’s internal strengths and
weaknesses and external opportunities and threats (Nygaard, 2024). This approach
complements Porter's Generic Strategies by identifying factors that support or
challenge Aldi’s cost leadership position.

Strengths

e Strong brand reputation for affordability and quality.
e Efficient supply chain and operational model.
e Rapid expansion and international presence.

Weaknesses

e Limited product variety compared to full-range supermarkets.

e Minimal online presence and e-commerce capabilities.

e Reliance on private-label products may alienate customers seeking branded
goods.

Opportunities

e Expansion into online grocery shopping and home delivery.
e Growing demand for sustainable and organic products.
e Potential for store expansion in emerging markets.

Threats

e Intense competition from budget retailers such as Lidl and mainstream
supermarkets.

e Rising supply chain costs and inflationary pressures.

e Changes in consumer shopping habits, including increased preference for
digital grocery services.

Complementary Use of Frameworks

Using Porter's Generic Strategies and SWOT Analysis together provides a well-
rounded strategic analysis. Porter's model clarifies Aldi’'s competitive approach (cost
leadership), while SWOT highlights internal and external factors that impact this
strategy. For example, while Aldi's cost leadership is a strength, the lack of an
advanced e-commerce platform is a weakness that could limit future growth. Similarly,
SWOT identifies sustainability and digital expansion opportunities, which could
enhance Aldi’'s competitive advantage (Sheridan, 2025).



By applying these frameworks, this report will critically assess Aldi’s strategic position,
its effectiveness in maintaining cost leadership, and potential areas for strategic
improvement.

2.2 Current Strategy Used

Aldi's strategic approach is rooted in Cost Leadership, as outlined in Porter's Generic
Strategies, leveraging private-label dominance, operational efficiency, and
streamlined supply chain management to maintain a competitive edge. The company’s
ability to offer consistently low prices stems from minimised overheads, an efficient
staffing model, and a limited product range (Socha, 2024). With over 90% private-label
products and an average of 1,800 SKUs, compared to Tesco’s 25,000+, Aldi ensures
cost efficiency without compromising quality (LLP, 2024) (Nott, 2024).

Financial and Market Performance
Aldi's financial strength underscores the success of its strategy:

1. Revenue Growth: £15.5 billion in UK revenue (2023), with a 251% profit
increase, rising from £152.6 million to £536.7 million (Booth, 2024).

2. Market Share Expansion: Increased from 9.4% in 2022 to 10% in 2024, making
it the fourth-largest UK supermarket (Booth, 2024).

3. Investment & Growth: A £550 million expansion plan aims to reach 1,500 UK
stores by 2025, reinforcing its aggressive growth trajectory (Booth, 2024).

Strategic Alignment with Mintzberg’s Schools of Thought

Henry Mintzberg’s Ten Schools of Thought framework categorises strategic
management theories, offering a comprehensive perspective on the field. The model
outlines distinct approaches to strategy formulation, each with its theoretical
foundation and critical viewpoint. It serves as a valuable tool for analysing strategic
processes, highlighting the diverse methodologies organisations use in strategic
decision-making (Ahlstrand, 2001)

Aldi’s strategy aligns with several of Mintzberg’s 10 Schools of Thought, ensuring both
stability and adaptability:

Design School: Aldi optimises its low-cost structure to fit external conditions such as
inflation and shifting consumer demand (Sherman, 2024).

Positioning School: The company secures its market position through cost
leadership, consistently offering prices lower than mainstream competitors, which
helps attract a broad customer base that values affordability (Sherman, 2024).



Learning School: Continuous adaptation, such as the rollout of Click & Collect
services across 200+ UK stores (2023), reflects Aldi's responsiveness to evolving
consumer trends. However, by August 2024, Aldi decided to discontinue this service
to maintain operational efficiency and focus on offering low prices (Finimize, 2025).

Competitive Positioning: Aldi vs Key Competitors

Aldi’'s cost leadership model directly competes with mainstream supermarkets like
Tesco and discount retailers like Lidl (Lavanya, 2021).

METRIC ALDI TESCO SAINSBURYS LIDL

MARKET 10% 27.4% 15.5% 7.7%
SHARE(UK,2024)

NUMBER eIl 1,020 2,759 1,411 960
STORES(UK,2024)

PRIVET  LABEL [l 50% 48% 80%
SHARE

NV IS 1,800 25,000+ 18,000+ 2,000
COUNT

SESNSCOTA £15.5 billion  £60.7 billion  £31.5 billion ~ £12.3 billion
2023)

(Bedford, 2024)

Key Competitive Insights:

Price Leadership: Aldi maintains a 15-30% price advantage over mainstream retailers
like Tesco.

Market Share Growth: While Tesco remains the leader, Aldi has seen the fastest
market share growth, overtaking Morrisons in 2022.

Private-Label Edge: Aldi’'s private-label penetration outpaces all mainstream
competitors, enabling cost savings.



By prioritising price efficiency over extensive product variety, Aldi differentiates itself
in a highly competitive UK grocery market.

Summary of Aldi’s Current Strategy

Aspect Details

Strategic Model Cost Leadership (Porter's Generic
Strategies)

Mintzberg’s Schools of Thought Design School, Positioning School,
Learning School

Market Share (UK, 2024) 10% (4th largest supermarket)

Annual Revenue (2023, UK) £15.5 billion

Profit Growth (2023) +251% (£152.6m — £536.7m)

Private Label Share >90% (higher than competitors)

Store Expansion Plan 1,500 stores by 2025 (£550m
investment)

Competitive Advantage Lowest operating costs, high efficiency,
private-label dominance

Aldi's cost leadership strategy remains highly effective, securing market growth,
profitability, and operational efficiency. Its private-label focus, low-cost structure, and
expansion strategy ensure a sustained competitive advantage. However, to maintain
long-term success, Aldi must address digital transformation, particularly in e-
commerce and home delivery, to remain competitive in a shifting retail landscape
(Shao, 2025)

2.3 Strengths of the Current Strategy

Aldi's Cost Leadership Strategy provides a competitive advantage by delivering
affordable pricing, operational efficiency, and sustained market growth. This section



examines its impact on stakeholders, challenges, and long-term Impact on Aldi’s
Strategy and evaluates resource efficiency using the BCG Matrix.

Stakeholder Impact

Aldi’s low-cost model benefits key stakeholders by ensuring affordability, job security,
profitability, and supplier stability.

Consumers: Aldi offers products 15-30% cheaper than competitors, with 90% private-
label goods, ensuring quality control and cost savings (GBTimes, 2024). Smaller store
footprints (1,200m? vs Tesco’s 3,500m?) enhance shopping efficiency, while
sustainability initiatives such as 100% recyclable packaging by 2025 align with
consumer demand.

Employees: Aldi provides one of the highest retail wages in the UK (£12.00/hr vs
Tesco’s £11.02/hr) (McDonald, 2024) (PLC, 2024), with 80% of management positions
filled through internal promotions. Store expansion (1,500 UK stores by 2025) ensures
long-term job security.

Investors: Aldi’'s UK revenue rose to £15.5 billion in 2023, with a 251% increase in
pre-tax profits (£152.6m — £536.7m). Market share growth further strengthens
investor confidence (Hawthorne, 2024).

Suppliers: Aldi’'s direct sourcing model enhances efficiency, ensuring on-time
payments and long-term supplier partnerships, reducing procurement costs (ALDI,
2025).

2.3.1 Challenges & Long-Term Impact on Aldi’s Strategy
1. Limited Product Range

Aldi's streamlined, own-brand focus risks losing customers seeking more variety and
branded options, as offered by Tesco (Leach, 2022). To address this, Aldi could
selectively expand seasonal or regional products and form exclusive brand
partnerships, like Lidl, without inflating inventory or costs.

2. Weak Online Presence

Aldi lags behind Tesco and Sainsbury’s in online shopping, however, full-scale e-
commerce would raise costs, clashing with its efficiency model. Expanding Click &
Collect at key locations balances convenience and cost (Holleman, 2022).
Partnerships with Uber Eats or Deliveroo for essentials and investing in Al-driven
inventory management could enhance efficiency without major overheads.

3. Service Challenges
Aldi’s lean staffing cuts costs, however, leading to long checkout queues and lower

service levels. Selective self-checkouts in busy stores could ease congestion without
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raising labour costs (Fejes, 2021). Al-driven store layouts can optimise product
placement, speeding up shopping trips. A loyalty app with personalised offers, like
Tesco Clubcard, could boost repeat business affordably.

4. Balancing Growth and Cost-Efficiency

Aldi's success comes from keeping things simple, so any changes must align with its
low-cost DNA. The key is to introduce targeted innovations like limited online
expansion, smart automation, and selective product variety, while keeping operational
costs under control (Manko, 2022).

2.3.2 Resource Efficiency: Human, Financial, and Technological

Aldi maximises human, financial, and technological resources to sustain its cost
leadership.

Human Resources: Lean staffing (6-10 employees per shift vs Tesco’s 20+) and
multitasking roles improve efficiency. Aldi invests in employees annually in training,
ensuring high productivity.

Financial Resources: 40% smaller store sizes reduce rent and energy costs. Private-
label dominance (>90%) enhances profit margins, while minimal advertising spend
optimises cost efficiency.

Technological Resources: Al-driven inventory management reduces waste, while
barcode-optimised checkouts improve efficiency. Sustainability efforts, such as solar
panels and energy-efficient refrigeration, lower operational costs (Krazynski, 2020).

2.3.3 Resource Analysis Using BCG Matrix

Product Category BCG Classification Analysis

Private-Label Essentials | Cash Cow High market share, low

(Milk, Bread, Eggs) growth — key to Aldi’s
steady revenue.

Organic & Sustainable | Star High market share in a

Products growing segment — aligns
with sustainability trends.

Premium Private Label | Question Mark Gaining market share but

(Specially Selected still developing.

Range)

Non-Food ltems | Dog Low growth, variable

(Seasonal & Weekly demand — contributes to

Offers) revenue but not core to
strategy.

11



1. Stars -High Market Share, High Growth
Key Aldi Products in This Category:

e Fresh produce & dairy — Aldi has built a powerful reputation for offering high-
quality fresh fruit, vegetables, and dairy at low prices. This category is essential
because fresh food drives customer loyalty and repeat visits (Banerjee, 2022).

e Private-label premium ranges, for example, “Specially Selected.” Aldi's
premium private-label products compete with branded goods while maintaining
cost efficiency (Gielens, 2021).

e Discounted alcohol & wine selection — Aldi’'s award-winning wine selection and
low-cost alcohol offerings have seen steady demand growth (Aldi, 2023).

Strategic Actions for Stars:

Partnering with local farmers can enhance freshness and efficiency, while more
organic options attract health-conscious shoppers. Expanding the Specially Selected
range appeals to middle-class consumers seeking premium quality at lower prices.
Stronger promotion of Aldi’'s award-winning wine and premium lines can further
differentiate it from Lidl and Tesco.

2. Cash Cows -High Market Share, Low Growth
Key Aldi Products:

e Items like pasta, canned goods, rice, and dairy are staples in Aldi’s business
model. These products consistently drive foot traffic but do not experience rapid
growth.

e Aldi's own-brand cleaning and personal care products offer affordability and
reliability, maintaining strong sales.

e Aldi’s frozen food offerings have a high sales volume but are not experiencing
significant growth.

Strategic Actions for Cash Cows

Aldi should keep production costs and supply chain efficiency low for profitability.
Revenue from Cash Cows should fund Stars and Question Marks like e-commerce
and health-focused products. Instead of a loyalty scheme, bulk discounts or repeat-
buy incentives could boost sales while keeping the model simple.

3. Question Marks -Low Market Share, High Growth

Key Aldi Products:
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e Aldi has been expanding its range of organic, gluten-free, and plant-based
options, but it is not yet a dominant player in this space.

e Aldiis behind competitors in online shopping, with only limited click-and-collect
services in some markets.

e Growing consumer demand for sustainability presents an opportunity, but Aldi’s
progress in this area is still limited.

Strategic Actions:

Aldi should trial expanded organic and plant-based options in select stores before
scaling up. Rather than costly full-scale delivery, it should expand Click & Collect in
cities and partner with Uber Eats or Deliveroo to cut logistics costs. Introducing
recyclable packaging and zero-waste policies can help Aldi compete with Tesco and
M&S for sustainability.

4. Dogs -Low Market Share, Low Growth
Key Aldi Products:

e Certain specialty international foods that do not align with Aldi’s core customer
base have low sales volumes.

e Aldi’s non-food special buys, like garden furniture, electronics, are inconsistent
in performance.

Strategic Actions:

Aldi should drop slow-moving imported products that do not drive repeat sales.
Seasonal promotions should prioritise high-margin, high-demand items instead of low-
performing products.

2.3.4 Competitive Strengths and Strategic Outlook

Aldi’'s cost leadership model ensures price competitiveness, with private-label
dominance driving profitability. Its lean operations, workforce efficiency, and supply
chain control enhance financial performance, demonstrated by its 251% profit surge
(2023). Market expansion and sustainability commitments reinforce Aldi’'s long-term
viability. To sustain growth, Aldi must strengthen digital capabilities, particularly in e-
commerce and delivery services, to adapt to shifting consumer behaviours (Wu, 2025).
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2.4 Weaknesses & Risks of Aldi’s Strategy

While Aldi’'s cost leadership strategy secures a strong market position, it presents risks
related to stakeholder concerns, competitive threats, and long-term sustainability
(Lavanya, 2021).

2.4.1 Stakeholder Concerns

Consumers: Limited product variety (90% private label) restricts choice, potentially
alienating brand-loyal customers. Minimal staffing leads to longer checkout times and
reduced in-store services (e.g., no deli counters, limited home delivery), impacting on
customer experience.

Employees: Despite higher wages (£12/hr vs Tesco’s £11.02/hr), high workload and
strict performance targets contribute to burnout and turnover, raising recruitment
challenges and operational risks.

Investors: While revenue surged to £15.5 billion in 2023, low-margin pricing, inflation,
and sustainability investments, for example 100% recyclable packaging by 2025 could
pressure profitability and investor returns.

2.4.2 Competitive Threats

Mainstream Supermarkets: Tesco’s Aldi Price Match, loyalty schemes (Clubcard,
Nectar), and expanding private-label offerings erode Aldi’s price advantage.

Discount Rivals: Lidl’'s premium private-label expansion, along with Poundland and
B&M’s growing grocery ranges, intensify price competition.

Imitability: Larger retailers adopting lean cost models and private-label growth
threaten Aldi’s differentiation.

2.4.3 Long-Term Sustainability Risks

Supply Chain Vulnerability: Brexit tariffs, logistics disruptions, and rising costs could
force price increases, weakening Aldi’s low-cost appeal.

Market Saturation: Rapid UK expansion (target: 1,500 stores by 2025) risks
diminishing returns in over-penetrated regions.

Shifting Consumer Preferences: Aldi lags in e-commerce and delivery services,
critical as digital shopping and sustainability-driven choices reshape retail demand.

Conclusion
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Aldi’'s low-cost model remains a strength but requires adaptation. Addressing
customer service gaps, employee workload, digital expansion, and supply chain
resilience will be crucial to sustaining its competitive edge in an evolving market.

2.5 Market Position & Competitive Standing

Aldi has established itself as one of the leading discount supermarket chains globally,
with a strong market presence in the UK. Through its cost leadership strategy, Aldi
has gained a significant share of the grocery retail market, positioning itself as a
challenger to mainstream supermarket giants like Tesco, Sainsbury’s, and Asda.

Industry Position: Market Challenger with Strong Growth

Aldi is not the market leader in the UK but is one of the fastest-growing supermarkets.
As of 2024, Aldi holds around 10% of the UK grocery market share, making it the
fourth-largest supermarket behind Tesco, Sainsbury’s, and Asda. However, it has
been closing the gap on competitors, particularly in the discount retail segment, where
it directly competes with Lidl (Bayford, Discounters Aldi and Lidl claim 17.8% of total
retail market share in UK, 2023).

Aldi’s aggressive expansion strategy opening over 1,000 stores across the UK has
contributed to its rising influence. It overtook Morrisons in 2022 to enter the top four
UK supermarkets, a testament to its increasing market power (ALDI, 2023).

Financial Performance Comparison

Aldi has experienced remarkable financial growth, positioning itself as a formidable
challenger in the UK supermarket industry. While it does not yet match the revenue
levels of market leaders like Tesco, Sainsbury’s, or Asda, its profit growth far outpaces
that of its competitors (WorldwideTrademark, 2025).

Tesco remains the dominant supermarket in the UK, holding a 27.2% market share
and generating a staggering £65.7 billion in revenue in 2023. However, its profit growth
of over 15% is modest compared to Aldi’s figures, reflecting the challenges of
maintaining profitability in a highly competitive market (Wright, 2023).

Aldi, despite holding a smaller 10.1% market share, reported a £15.5 billion revenue
in 2023, which is significantly lower than Tesco and Sainsbury’s. However, its profit
growth of 251% is the highest among all major UK supermarkets. This suggests that
Aldi’s cost-efficient business model and focus on private-label products have
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translated into exceptionally strong financial performance, allowing it to scale profitably
even in a challenging retail environment (Lamb, 2023).

Lidl, Aldi’s closest competitor in the discount retail sector, holds a 7.7% market share
and generated £12 billion in revenue in 2023. While Lidl also demonstrated rapid
growth, with a 19% increase in profits, it still lags Aldi in terms of financial acceleration.
Aldi’s superior profit margins suggest it has greater operational efficiency and cost
control, reinforcing its position as the leading discount supermarket (Bayford,
Discounters Aldi and Lidl claim 17.8% of total retail market share in UK, 2023).

Overall, Aldi’'s high-profit growth and expanding market share indicate that its low-cost,
private-label-focused strategy is yielding significant financial rewards. However, its
lower overall revenue compared to mainstream supermarkets highlights the need for
continued expansion and potential diversification to sustain long-term growth.

Key Takeaways:

Aldi’s profit growth of 251% in 2023 was the highest among all UK supermarkets,
showing strong financial performance despite economic challenges.

Revenue (£15.5bn) remains lower than the ‘Big Three’ supermarkets, but Aldi’s lean
cost structure allows for superior profitability margins.

The retailer is gaining market share faster than its competitors, reflecting its increasing
dominance in the low-cost grocery sector.

Key Competitive Advantages & Disadvantages

e Competitive Advantages:

Low Price Leadership: Aldi consistently undercuts competitors by 15-30% on grocery
items through private-label dominance and supply chain efficiency.

Operational Efficiency: The retailer's smaller store format, reduced SKU count, and
Al-driven inventory management contribute to cost savings and speed in operations.

Strong Brand Perception: Consumers associate Aldi with affordable, high-quality
groceries, reinforcing brand loyalty.
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Rapid Expansion: Aldi’'s aggressive store expansion strategy has strengthened its
market position, particularly in underserved areas.

Resilient Financial Growth: With a 251% increase in profits, Aldi has demonstrated
resilience even during economic downturns.

e Competitive Disadvantages:

Limited Product Range: Unlike Tesco and Sainsbury’s, Aldi offers a smaller selection,
primarily private-label products, which may alienate customers who prefer branded
goods.

No Loyalty Program: Competitors like Tesco Clubcard and Sainsbury’s Nectar offer
exclusive discounts and incentives, which Aldi lacks.

Minimal E-commerce Presence: Aldi has not fully embraced online grocery shopping,
lagging competitors in digital transformation and home delivery services.

Customer Service Limitations: Due to lean staffing models, some customers
experience longer checkout times and limited in-store assistance.

Competitive Pressure: Larger supermarkets are matching Aldi’s pricing (e.g., Tesco’s
Aldi Price Match), reducing its pricing advantage.

2.5.1 SWOT Analysis of Aldi

Strengths - Cost leadership strategy, maintaining low prices and high efficiency.
Strong financial performance, with 251% profit growth in 2023.

Private-label dominance, ensuring quality control and cost savings.

Expanding market share, overtaking Morrisons in 2022.

Sustainability initiatives, including a 100% recyclable packaging goal by 2025.
Weaknesses - Limited product variety, as Aldi primarily sells private-label goods.
Minimal online presence, lagging competitors in grocery delivery services.

No loyalty program, reducing customer retention compared to Tesco and Sainsbury’s.
Lean staffing model, leading to potential customer service issues.

Opportunities - E-commerce growth, expanding into online grocery shopping.

17



Sustainability leadership, strengthening green initiatives to attract eco-conscious
consumers.

Further UK expansion, targeting areas with a limited discount retail presence.

Premium private-label expansion, competing with Lidl's growing range of high-quality
private brands.

Threats - Intensifying price competition, with Tesco and Sainsbury’s adopting Aldi’s
pricing strategy.

Economic downturns, affecting consumers' spending habits.
Supply chain disruptions, particularly post-Brexit trade regulations.

Changing consumer preferences, with increased demand for convenience and online
shopping.

Conclusion

Aldi has solidified its position as a challenger in the UK grocery market, leveraging its
low-cost model, private-label dominance, and operational efficiency to gain market
share. However, challenges such as growing competition, limited product variety, and
minimal e-commerce presence pose risks to its long-term strategy. To sustain its
competitive edge, Aldi must focus on enhancing digital capabilities, diversifying
product offerings, and differentiating itself beyond pricing, ensuring continued growth
in the evolving supermarket industry (Sarisa, 2021)

2.6 Mission, Vision, and Strategic Alignment

Aldi’s Mission and Vision Statements

Aldi’s mission is to provide customers with high-quality products at the lowest possible
prices, ensuring affordability without compromising on quality. The company’s vision
is to be the most trusted retailer, delivering sustainable, efficient, and customer-
focused solutions in the grocery sector. Aldi aims to maintain its position as a cost
leader while continuously improving its sustainability efforts and expanding its market
presence (Aldi, What's So Special About Aldi?, 2025).

Alignment with Current Strategy

Aldi’s cost leadership strategy directly aligns with its mission and vision. By offering
high-quality private-label products at significantly lower prices than mainstream
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competitors, Aldi stays true to its core objective of affordability. The company’s lean
operational model, efficiency-driven supply chain, and limited product range allow it to
maintain a low-cost structure while ensuring customer satisfaction, reinforcing its
commitment to value and quality (ALDI, 2025).

Additionally, Aldi’s strong focus on sustainability—such as its goal of 100% recyclable
packaging by 2025—aligns with its vision of being a trusted and responsible retailer.
The company’s ongoing investments in digital transformation and operational
efficiency, including Al-driven inventory management and streamlined logistics,
support its long-term objective of maintaining a competitive edge (APC, 2024).

Potential Gaps and Areas for Improvement

While Aldi’s strategy aligns with its mission, there are areas for improvement:

Customer Experience — Aldi’s lean staffing model, aimed at efficiency, may undermine
its goal of being the “most trusted retailer.” Enhancing service without raising costs
could improve brand perception.

Digital & E-commerce — Aldi lags behind competitors in online shopping and delivery.
Expanding its digital presence would support its customer-centric strategy.

Market Expansion — With 10.1% UK market share, Aldi can increase growth by
expanding more aggressively, particularly in urban areas and through smaller-format
stores, to strengthen its long-term position.
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3.0 Conclusion & Recommendations

Aldi follows a cost leadership strategy to stay competitive in the UK grocery market,
focusing on private-label products (over 90% of its inventory) and supply chain
efficiency, allowing it to offer prices 15-30% lower than rivals like Tesco and
Sainsbury's.

As the fourth-largest UK supermarket, Aldi holds a 10.1% market share (2024), with
£15.5 billion in revenue and a 251% profit growth in 2023, far outperforming
competitors. However, Aldi faces challenges such as a limited product range, minimal
digital presence, and increasing competition from Lidl.

Strengths and Weaknesses of Aldi’s Strategy
e Strengths

Aggressive Pricing: Aldi undercuts competitors by 15-30%, attracting cost-conscious
shoppers (Mintel, 2024).

High Operational Efficiency: Small-format stores, Al-driven inventory management,
and lean staffing reduce overhead costs.

Market Expansion: Aldi has expanded to 1,040 UK stores, with plans for 1,500 by 2030.

Profitability Growth: A 251% increase in profits (2023) highlights the success of its
cost-efficiency model.

Sustainability Initiatives: Aiming for 100% recyclable packaging by 2025 and reducing
carbon emissions across supply chains.

¢ Weaknesses

Limited Product Variety: Aldi stocks 1,500-2,000 SKUs per store, compared to
Tesco’s 35,000+, restricting consumer choice.

Lack of Loyalty Program: Unlike Tesco’s Clubcard or Sainsbury’s Nectar, Aldi lacks a
structured rewards system for repeat customers.

Competitive Pressure: Tesco’s 'Aldi Price Match' and Lidl’s premium private-label
expansion erode Aldi’s price advantage.

Effectiveness of Aldi’s Strategy

Aldi’s low-cost, high-margin model has been highly effective, driving profitability and
market expansion. However, its e-commerce limitations and restricted product range
hinder its ability to fully capitalise on shifting consumer preferences, particularly urban
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and digital-native demographics. Additionally, Tesco’s dominant 27.2% market share,
coupled with Lidl aggressive pricing, presents a risk to Aldi’'s continued growth.

Strategic Recommendations

e Expand Click & Collect instead of full-scale e-commerce.

e More investment in fresh produce & private-label premium lines.
e Sustainability improvements.

e Loyalty-based discounts without traditional point-based schemes.
e Stronger marketing for award-winning private labels.

e Introducing more branded goods.

e Expanding too aggressively into e-commerce.

Future Outlook

Aldi’'s market share could exceed 12% by 2029 if it successfully expands its digital
presence and diversifies its product offerings. However, Tesco’s dominance (27.2%
market share) and Lidl's aggressive expansion strategy pose significant challenges.
Investing in e-commerce, improving customer service, and refining product variety will
be critical for Aldi’s sustained growth and competitive positioning in the UK grocery
sector.
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