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[bookmark: _Toc25703851]Introduction
This analytical report is emphasising on Lidl’s strategic management issues in the global market. As a foods and grocery goods provider, Lidl principally provides affordable foods and vegetables to consumers in different countries. This report will explore Lidl’s strategy to compete global market in the context of uncertain global business environment (Babb, Held and McGrew, 2003). There are three key points that will be mainly discussed: 1. which competitive strategy applied by Lidl to compete market against competitors. 2. According to the advantages and disadvantages, critically evaluating competitive strategy will be proposed. 3. An appropriate recommendation will be provided to guide Lidl’s future development in this business environment. In this report, the supermarket industry in the United Kingdom (UK) is the major source of examples.

[bookmark: _Toc25703852]Report remit 
As an analytical report, this report is going to define Lidl’s competitive strategy and its market position. To acquire Lidl’s competitive strategy, this report is valuable for other supermarket operators to analyse their competitor’s strategy. In addition, this report will critically evaluate Lidl engaged competitive strategy by collecting information from negative aspects and positive aspects. In the final section, a recommendation to improve negative aspects will be offered to clearly discuss the relationship between Lidl’s competitive strategy and business environment (Forbes, 2019).

[bookmark: _Toc25703853]1.0 Background of Lidl’s business
Lidl, Lidl Stiftung & Co KG, is an international supermarket chain involving in supermarket chain located its headquarter in Neckarsulm, Germany(Lidl,2019).In 2019, Lidl already opened more than ten thousands offline store around the world, including the UK and other European countries (Lidl,2019). In the global market, there are overall more than €46 million generated by Lidl’s general revenue. This figure had increased 11% from 2017 to 2018, managerial team expected that in 2019 the turnover will growth more than previous years. Based on Lidl’s annual report, the sales revenue is boosted almost in every country from 2015 to 2018 (GSCOP, 2019). 

The UK and EU market are still the key battleground for Lidl and other European supermarket chain. Lidl does not provide any accurate data to proof their growth in turnover. However, based on the research from GSCOP (2019), the UK market has experienced the fast growth which is +16% followed by Czechia (+ 14 %), Sweden (+ 11.2 %), Austria (+ 8.3 %) and Spain (+ 7.8 %). Despite of intensive competition in German home market, Lidl also had 5% increase in turnover (IGD, 2019).

[bookmark: _Toc25703854]2.0 Definition of the concepts 
[bookmark: _Toc25703855]2.1 Strategy 
Based on the meaning from linguistic perspective, strategy means that the highest level of plan to improve the current circumstance by achieving different goals and objectives facing the uncertainties (Ray Gehani, 2013). In the modern society, strategy has two major aspects, formation and implementation. At first, formation is to collect information from external and internal environment to form tactical objects and general strategy correspondingly (Meyer and Estrin, 2014). The implementation phrase is to implement strategy in the real world. 

[bookmark: _Toc25703856]2.2 Business level strategy 
To understand business strategy, entrepreneurs are assisted by business strategy to achieve some tactical and strategic objectives specifically. The business strategy means that managing a company’s implements to grant company’s competitive position in the market (Van den Steen, 2018). Therefore, business level strategy refers that a long-range sketch strategy for employees to achieve the most desirable future, direction and image for a particular company. Moreover, a particular business strategy is intending to attract customers successfully and to strengthen the overall economic performance and finally achieve the ultimate goal. Business level strategy also refers an outline to achieve organisational goals (Beard and Dess, 1981). 

[bookmark: _Toc25703857]2.3 Competitive strategy 
To compete market share and more turnover, competitive strategy has to be adapted by a business organisation (Van den Steen, 2018). For a company, it is a long-term strategic plan to against its rivals in the market Therefore, to create a defensive position in the market, generating a decent return on investment ratio is the most essential aspect in competitive strategy setting (Qi, Zhao and Sheu, 2011). On the other hand, to have an analysis of internal and external environment would be the solid foundation to develop a sophisticated competitive strategy. 

[bookmark: _Toc25703858]2.4 Competitive advantages 
In terms of competitive advantages, companies are going to obtain certain conditions to boost competitive advantages, such as lower-price, more attractive design and some inherent attributes (Brookfield, 2003).Those conditions are preferably not able to be copied. Those conditions are allowing companies to generate more sales revenue compared with market rivals. 

On the other hand, competitive advantages are somehow related to greater number of profits and margins to generate comparative advantages as well. Moreover, competitive advantages somehow also mean that potential customers cannot find a perfect substitute within the industry. For example, as a potential customer to purchase coke, Pepsi and Coke are two imperfect substitutes by considering favours, price and customer’s preferences (Turnbull, 2000). This is not significant competitive advantages for Pepsi to perfectly substitute Coke.

In the manufacturer industry, the economy of scale which is capable to reduce the fixed cost significantly to the product per unit, is the foundation to achieve competitive and comparative advantage (Turnbull, 2001). To be more specific, competitive advantage is not providing product with extreme high quality. Some patent rights and ultra-low-cost could also be the competitive advantages. 
















[bookmark: _Toc25703859]2.5 Bowman’s Strategic Clock 
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Figure 1.0 Bowman’s Strategic Clock (Bhasin, 2019)

Bowman’s Strategic Clock provides mainly 8 models for business with different types of strategic positioning. For example, for a particular product, choosing monopoly pricing would be the best choice to compete market and to gain competitive advantages (Andersen, Denrell and Bettis, 2007). This an analytical tool illustrates that business organisations have to consider different options to judge their market positions and to gain competitive advantage in price and perceived value aspects.  

For this strategic clock model to apply Lidl’s situation, there are three key possibilities for Lidl to choose its position. 

[bookmark: _Toc25703860]2.5.1 Evaluation of Low Price and Low Value Added Strategy 
For Lidl’s situation, “low price and low value” strategy is not applicable. It does not exist some very strong competitive position in the UK market for a company. Those provided products are similar and easy to be substituted. In the UK and EU market, the cheapest grocery provider is “Pound’s Land” offering £1 product (Andersen, Denrell and Bettis, 2007). Hence, there is no significance in the UK market with little perceived value and not differentiated. 

[bookmark: _Toc25703861]2.5.2 Evaluation of Low Price Strategy
It is the most likely for Lidl to apply this strategy in the UK market. As a market leader, Lidl with the low price strategy is usually based on the situation of larger sum of turnover. The cost minimisation is the most important principle for low-price positioned companies under the precondition of economy of scale. In order to achieve high volume of sales, profit per unit is normally low (Bowman, 2019). Therefore, by multiplying the overall outputs and units, there are still high profits sharing by a business organisation (Agyapong and Muntaka, 2012). 

[bookmark: _Toc25703862]2.5.3 Evaluation of Hybrid Strategy
It is also very likely for Lidl to apply hybrid strategy as its competitive strategy. This strategy implies that involving in certain low price strategy and containing product differentiation strategies simultaneously (Tyagi and Raju, 2018). The principal goal is to synthesis different strategies to provide the most distinguished perceived value (Bowman, 2019). In the real situation, Lidl could provide products with high perceived value while Lidl also could provide affordable products to the customers with limited budget. Therefore, to apply this hybrid strategy efficiently and constantly, good added value will be offered properly to the clients (Tyagi and Raju, 2018). 

[bookmark: _Toc25703863]2.5.4 The significances of Strategic Clock
The customer value map shows the respective positioning of competitors competing in a market. In addition, this strategic clock has clearly illustrated customer’s perceived value based on different prices and products in the market (Ghassan Shakhshir, 2017).

[bookmark: _Toc25703864]2.5.5 The limitations of Strategic Clock
There are too many options for companies to choose within the strategic clock model. For some synthesised strategies combining two separate strategies, managerial team might be confused to set a clear logic behind their products (Agyapong and Muntaka, 2012). For example, it can be hard to achieve product differentiation and low-cost strategy, because those two strategies are conflicting with each other regarding to the aspect of cost.
[bookmark: _Toc25703865]3.0 Main body 
To analyse Lidl’s strategic positioning approach, Lidl’s mission and vision have to be regarded first. There are four aspects: 1) providing outstanding level of satisfaction for customers. 2) Granting market leadership in quality qualification and consistent innovation. 3) Ensuring good relationship between business partners, local communities and local societies. 4) Delivering life-long career development scheme for employees by investing training course. 

In terms of market segmentations, Lidl’s competitive strategy can be defined through segmentation strategy. Principally, Lidl is using psychographic technique to screen markets. This technique emphasises on customer with attribute of cost-sensitive and limited budget to purchase foods and groceries. Therefore, at this stage, by applying Bowman’s strategic clock, it is less likely for Lidl to engage hybrid strategy in the UK market. It is extremely hard to define which kinds of product should be priced as a differentiated price or which kinds of product should be priced as low-cost product. 

It is more likely for Lidl to apply low-price strategy in the UK, based on the industry report in the UK, the grocery products are tending to become a market with two features: a) affordable b) good branding and preference (Hilleke and Butscher, 1997). By noticed this trend, Lidl has built its own competitive strategy in the UK to meet customer’s needs. Obviously, Lidl has very good brand image and brand awareness. Hence, it is inevitable for Lidl to apply low-price strategy to attract more customer in the UK.  
[bookmark: _Toc25703866]4.0 Lidl’s competitive strategy and implementations 
It seems clear that within Bowman’s Strategic Clock, Lidl has adapted low-price strategy to strengthen its competitive positioning in market. However, it also can be skeptical that Lidl is using “Low Price and Low Value Added Strategy” to attract lower income group in the UK. To be analytical, the strategy implementations have to be based on the real world examples. Hence, there are three examples to suggest that Lidl’s strategic implementation is focusing on low-price strategy in Bowman’s strategic clock. 

[bookmark: _Toc25703867]4.1 Lidl with high perceived values 
As an international supermarket china, Lidl’s products are all in a reasonable price with the best quality compared with other cheap product providers. To fully obtained two features: the best quality, the reasonable price, Lidl’s low-price strategy provides customer with high perceived values. For example, Lidl’s vision is to “make good food accessible to everyone” in terms of food products (Lidl UK, 2019). To proof Lidl’s food products are keeping in a considerable high level in the UK supermarket chain, Lidl has been awarded NFU’s (National Farmers Union) endorsement in fruit and vegetable products by investing huge amount of investment in British farm development and farming economy in the UK (Lidl UK, 2019). There are still other endorsements and accreditations awarded by the British national organisations to Lidl. Therefore, good quality and sufficient endorsements are the strongest evidence to suggest that Lidl’s products have considerable high perceived value for customers.  
[bookmark: _Toc25703868]4.2 Competition between Whole Foods with Lidl in the UK
The competition between Lidl and its competitors Whole Foods is intensive in the UK. Through the market analysis report provided by Boston Consulting Group, until 2018, Lidl had already taken more than 5.9% market share in the low-price food market compared with Whole Foods, Pounds Land and other competitors in the UK (Makortoff, 2019).

[image: ]
Figure 2.0 Whole Foods sales growth from 2013 to 2016 in the UK (Statista, 2019)

If Lidl was using “Low Price and Low Value Added Strategy”, both Whole Foods and Pounds Land will able to offer more discount compared with Lidl. Hence, this hypothesis is not true, low-price is an important feature to attract the UK customers. But, for Lidl’s situation, it is not the decisive point for customers to choose Lidl. Specially, Lidl is provide foods and non-food products with the highest quality to meet market’s demands in the UK. Therefore, low-price strategy is the option with the highest possibility for Lidl. 

[bookmark: _Toc25703869]4.3 Lidl’s competitive positioning in the UK
Lidl opened its first supermarket store in the UK in 1994, until now, there are more than 700 branches employing over 23,000 employees. As a “no-frills” discounter, Lidl has fully developed its cost minimisation technique to reduce the cost of human resource management and transportation cost (Lidl UK, 2019). In terms of management system, Lidl equipped the latest Customer Relation Management (CRM) system to improve the co-working efficiency (Lidl UK, 2019). In terms of the transportation, Lidl outsourced its transportation for all its distribution channel in the UK to cut cost (Lidl UK, 2019). Hence, to reduce the management and transportation cost, Lidl can further reduce the cost per product by offering low-price to the British customers. 

[bookmark: _Toc25703870]4.4 Advantages and disadvantages analysis 
[bookmark: _Toc25703871]4.4.1 Advantages
It is no doubt that this competitive strategy is offering Lidl great profit in the UK market by having low-price and high perceived value for its products. Each unit of Lidl’s product does not have good margin, but, there are more than 760 offline stores and UK national online store platform to generate significant quantities of products. High profit is the most significant advantage for Lidl.

Secondly, it is very easy for Lidl to engage price war to take more market share. Low-price strategy is the most sensitive strategy during the price war. Once Lidl was involved in a price war, a greater discount will be responded to swiftly neutralise competitors’ aggressive strategy.  
[bookmark: _Toc25703872]4.4.2 Disadvantages 
To stay in a healthy situation, Lidl has to explore the UK market even deeper. This can cause a problem of over-extended. Specifically, for obtain more profit in the UK, Lidl cannot stop opening new stores by having more sales channels and distribution channels. Sometimes, it can cause over-extension to cause loss in profit. For example, in some suburb place with low population, it is unprofitable to extend Lidl’s branch into there. By opening more such branches in suburb area, Lidl will not be able to increase its profitability by using low-price competitive strategy.  

[bookmark: _Toc25703873]Conclusion and recommendations 
To compensate Lidl’s disadvantages in the UK market, there are three key recommendations for Lidl to improve its sales and market share against its competitor.

In the modern society in the UK, digitalization process has been advanced in 21th century. Therefore, for Lidl’s current circumstance, price tracking software needs to be developed in the future to access price of other substitute products provided by other competitors. This competitive advantage will allow Lidl to move and react more efficient compared with other competitors. 

Additionally, to minimise the likelihood to cause loss in low population areas, Lidl can employ a research team to investigate the target area by recording the population stream per day and carrying out an analytical report to calculate input and corresponding economic outputs. To emphasis more on online shopping will further reduce the cost of distribution channels by hiring offline staff to operate an offline store. 
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