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Aldi: Disruptor Disrupted?
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“Whoever likes her or his money buys from us.”

Theo Albrecht, Co-founder, Aldi (in a conversation in December 2005)

“Even though Aldi does not use its ‘sell from the pallet’ approach for all its products anymore,
the Aldi discount concept itself still endures after more than 60 years.”

Aldi Nord, iiber 100 Jahre Kaufmannstradition,
www.aldi-nord.de/unternehmen/ueber-aldi-nord, 2022

“We want to become faster, more modern and more digital.
In short, we want to take the discount model to a new generation.”

Viola Schimansky, Managing Director HR, Aldi Nord (LZ, April 18, 2022)

Francisco Sandos leaned back in his chair in one of Mexico City’s skyscrapers. A briefing about
Aldi, one of the largest retail groups in the world, was on his desk.' He wanted to understand the
secret behind the success of this unlisted retail giant. Could a Mexican Aldi “copycat” be built?

Aldi’s origins lie in a small 35 sgm store in Essen, Germany, built by the parents of Karl and Theo
Albrecht (the founders of Aldi), on April 10, 1913.1 More than a century later, Aldi (combining Aldi
Nord and Aldi Stid) became the 8th largest retailer in the world, with global sales of US$117 billion
(73.3% from outside its native Germany) and growing at a CAGR of 5.8% between 2015 and 2020.
Some 12,000 stores carried the Aldi banner in 19 countries on four continents (Asia, Australia,
Europe, and North America).?

I Throughout the case study, “Aldi” applies to both Aldi Nord and Aldi Siid.

This case was prepared by Professor Marc Sachon. March 2023.

This case makes use of information presented in the original Aldi case (“Aldi: A German Retail Icon”, IESE P-1071-E, 2005)
which was written with the late Mr. Theo Albrecht, one of the two founders of Aldi.

|IESE cases are designed to promote class discussion rather than to illustrate effective or ineffective management of a given
situation.
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Aldi’s core value proposition has remained unchanged since 1946—a narrow assortment of
private-label products offering good quality at very affordable prices supported by operational
excellence. This “hard discount concept” time and again put Karl and Theo Albrecht on the list of
the top ten wealthiest individuals worldwide. After the founders passed away (Theo in 2010, Karl
in 2014), Aldi began to change: shoppers had become more demanding, and the original low-cost
concept with products served from pallets did not meet the “Zeitgeist” anymore. In 2017, Aldi
Nord launched “ANIKo” (Aldi Nord Instore Konzept) to modernize stores with more light and
technology, giving fresh produce and in-store baking stations center stage (in Germany alone, this
applied to 2,300 stores). New, modern headquarters were built with open work spaces, childcare
stations, and even gyms to adapt to an age when higher salaries are not enough to attract talent.”
It also opened up to media and even made KPIs available on its website (e.g., select here for Aldi
Nord and here for Aldi Std). Large digitalization projects rounded off these initiatives. Author and
former Aldi executive Dieter Brandes stated, “This is the path from a once excellent to an average
company, a company on its way to become a supermarket chain.”?

The Company'

Karl and Theo Albrecht took over the family store from their parents in 1946. In 1948, a few days
after Germany’s currency reform, they opened their first store of 100 sgm in Essen-Schonnebeck.
Out of necessity, they adhered to the principle of low prices, private labels, and a limited
assortment of 250 products, selling goods before they had to pay their suppliers. The company
continued to grow. By 1950, they were operating 13 stores and a central warehouse. By 1954,
they had implemented self-service in 77 stores. The business volume had grown large enough to
approach national brands. However, the brothers realized that their private label strategy was
unigue and offered many advantages; thus, they decided against listing national brands. In 1961,
they had split their empire (by then 300 stores)—Theo Albrecht ran Aldi Nord and Karl Albrecht
Aldi Sid—but the representative headquarters (in the region of Essen) were some 30 km apart.
The first “Aldi” discount store (an amalgamation of the name “Albrecht Diskont”) opened in 1962
in Dortmund.*

During their lifetimes, the brothers avoided speaking to the media and turned every dime. Theo
Albrecht was especially famous for saving costs wherever possible: in 2005, his company car was
10 years old, with no leather seats. His office held high-quality furniture that was several decades
old, with one of the first dial-less telephones on his desk—no PC to be seen but an impeccable
collection of typewriters.V During meetings, he would enjoy a cup of Aldi’s private label,
Westminster black tea, and upon leaving the office late in the evening, he would make sure that
all lights along the way were off. This frugality permeated the whole company.

Aldi’s equity was controlled by several trusts established by the founders and chaired by members
of the Albrecht family clan. The main entities were the purchasing division (Aldi Einkauf GmbH &
Co. KG), the regional companies/cells, and the real estate group, as most stores and distribution
centers were owned, not rented. By 2023, some 50 regional companies/cells (25 each for Aldi
Nord and Aldi Stid) were chartered as “SE & Co. KG” in Germany under European law. “KG” stands
for “Kommandit Gesellschaft,” a form of limited partnership with two partners, only one of which
was fully liable.

it Aldi Nord HQ in March 2022 (here), Aldi Stid HQ in 2014 (here).
il Details from a personal interview of the case author with Theo Albrecht, co-founder of Aldi, in December 2005

V The office has been turned into a museum, on display in Aldi Nord’s new headquarters (2022).
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Value Proposition

Aldi focused on the indispensable and avoided the unnecessary. It offered a limited assortment
of daily basic, quality food items at low price points. In a rare statement to the press in 1953,
the Albrecht brothers commented:

Since 1950 we have adhered to the principle of low prices as well as that of limited selection.
This was also a matter of necessity. If we did not want to offer customers a wide range then we
had at least to offer them some other advantage. We sold our products for decisively less. | am
convinced that these two principles, narrow product range and low price, cannot be separated.”

Based on this philosophy, Aldi reduced costs wherever possible, and for half a'century, he did
not spend any money on marketing other than in-store flyers, following Theo Albrecht’s view
that “our marketing is our low price.”

In 1947, the Albrecht store offered sugar, flour, and canned goods. Over the decades, the
assortment grew to include refrigerated products, fresh fruits and vegetables (1984), and frozen
products (1998). Four years later, Aldi introduced meat, effectively offering all key grocery
categories.® In 2023, Aldi Nord carried a core assortment of 1700 items, organized into
18 categories (including 110 different fruit and vegetable items;’” 1750 items in Aldi South?).
A former Aldi executive reflected, “[The limit] can only be drawn arbitrarily, and then it must be
strictly enforced. However, one thing is clear: every additional item certainly causes increased
expenditure.”® Only 15% of products were national brands (this percentage varied slightly from
country to country). A few products, e.g., coffee, were produced by Aldi. The rest was supplied
by companies specializing in private labels or by national brands that supplied private label
products to big retail groups (occasionally, publications revealed which brands supplied private
label products to Aldi¥)."

In 1977, Aldi began to offer weekly specials (“Aktionsware”) that were not replenished, and
shortages were accepted.'® The products were advertised ahead of time via in-store flyers (later
also online). The first “Aldi PC,” a low-priced Intel Pentium PC with MS Windows (1995), pushed
demand."" By 1999, with the addition of Internet capabilities, Aldi would sell up to 255,000 PCs
per day, all in cash (approximately €800 per unit)!**

In its core assortment, Aldi followed a strategy of everyday low pricing (EDLP) to attract
customers and help avoid the negative effects of promotions. The sales price of each item was
a strategic decision made by Aldi’s top administrative board and general managers.*? In 2022,
Aldi’s price points for comparable products across eight typical grocery categories were between
3% and 10% below those of Walmart.!® The pricing strategy varied by category: products like
butter, flour, milk, and water had razor-thin margins. In other product categories, especially bio
products and weekly specials, the margins were larger.'4

V' See, for example, Martina Schneider: “Welche Marke steckt dahinter?”, Sidwest Verlag, 2003; or “Welche bekannten
Marken bei Aldi, Edeka oder Lidl wirklich hinter den Giinstig-Produkten stecken,” Business Insider Deutschland, Aug. 4, 2022
(URL here).

Vi Aldi diluted the line between retailer and brand when in 2020 premium coffee brand Dallmayr granted Aldi the right to
produce coffee capsules for its stores.

Vil The first computer sold at Aldi was a Commodore C16 (8 bit with 16kB memory) in 1986.
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