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2. Executive Summary
The purpose of this report is to make an analysis of Lidl on its Business level strategy then put forward some suggestions for it.To complete this task, this report will find background information about Lidl and make readers better learn about this chain supermarket. Lidl is a German chain supermarket.Currently,It is the biggest chain supermarket in Germany . According to Porter’s generic strategy, it could be found that the competitive strategy of Lidl is cost leadership.The main actions that Lidl takes are cutting down the additional cost like having its private brand ,purchasing only a few range of brands,requiring employees to do a wide range of tasks within their job role so that Lidl could hire fewer workers.The advantage is that cost leadership could add more profit and promote the efficiency.While,the positivity of employee shall reduce and it leave a impression that Lidl is a company selling cheap goods, not beneficial to building its corporate brand.However, Lidl has realized the problems and is willing to improve and enter into the higher market.This chain supermarket is going to adjust its original actions and plans to attract various customers not just using low-price strategy.

The recommendations for Lidl includes two points.First,focus on corporate social responsibility. Second, improve management performance. Due to the low-cost strategy, Lidl has to cut down much cost and sometimes it use unconscionable ways to reduce the cost like forcing the suppliers to sell at a reduced price.It is very negative for the corporate brand.And customers are likely to choose companies with CSR.Therefore, Lidl should focus on CSR and take actions to improve the image that people have to it before.The second is that Lidl should improve the performance management.The high-pressure work decrease the energy of the employee.The simple reward system also make the employee less active to complete the work and realize their value.Therefore, the managers have to improve the management system to make employment more efficient and loyal to the company.





3. [bookmark: _Toc23949_WPSOffice_Level1]Introduction
2.1  Report remit
The purpose of this paper is to Identify the competitive strategy of Lidl,analyse the strategy and help Lidl understand its advantages and shortcomings of this strategy,finally give appropriate recommendations about the strategy so that Lidl could better develop under the current situation.Therefore, this report will use some models and theory to help readers better learn about the case of Lidl and adjust appropriate measures based on their own condition.
2.2  Background of Lidl
[bookmark: _GoBack]Lidl is one of the most famous German chain of supermarkets.It was set up in 1930 ,as a small grocery wholesaler,having over 10,000 stores in 28 countries and 315,000 employees among all over the world currently.It belongs to the Schwarz Group, the fifth-largest retailer in the world with sales of $82.4 billion. And this supermarket is privately owned by Dieter Schwarz. Lidl was initially a food wholesaler.It opened its first store in 1973.And It paid attention to discount markets, larger supermarkets, cash and carry wholesale markets in 1977. The supermarket chain promises to offer healthy, fresh, value-added products at affordable prices(lidl.co.uk) . 
The products that Lidl sells include meat, vegetables, wines, groceries, special buys, everyday collections and garden products. In the year 2017, The Lidl registered revenues to the tune of 24.33 billion Euros and currently becomes the largest discount chain store in Germany. (Bhasin,2019)
· The mission of Lidl consists of four parts.
· To deliver outstanding customer satisfaction.
· To ensure market leading quality and value by constantly innovating and optimising our efficient processes, driven by technology and people.
· To work with business partners in sustainable relationships, contributing positively to local communities.
· To achieve long term success by investing in the recruitment, training and development of our people. (lidl.co.uk)
2.3 Definitions of main concepts 
[bookmark: _Toc23949_WPSOffice_Level2]2.3.1 Strategy
Chandler defined strategy as ‘the determination of the basic long-term goals of an enterprise, and the adoption of courses of action and the allocation of resources necessary for carrying out these goals‘.Strategy is a type of action, becomes necessary in a situation, to achieve a particular goal, when the accessible resources are not sufficient. (Waters ,2006)

[bookmark: _Toc19168_WPSOffice_Level2]2.3.2 Business-level strategy
Business-level strategy focuses on how to attain and satisfy customers, offer goods and services that meet their needs, and increase operating profits.(Garcia,2018)  The definition of business strategy is a long term plan of action designed to achieve a particular goal or set of goals or objectives and strengthen the performance of the enterprise. It states how business should be conducted to achieve the desired goals. Without a strategy management has no roadmap to guide them.(Stewart,2018)


[bookmark: _Toc15169_WPSOffice_Level2]2.3.3 Competitive advantages
Competitive advantages are conditions that allow a company or country to produce a good or service of equal value at a lower price or in a more desirable fashion. These conditions allow the productive entity to generate more sales or superior margins compared to its market rivals (Twin, 2019).Competitive advantage can make an entity's goods or services superior to other choices of the customer. This term is commonly used in business or a competitive environment, strategies work for any organization, country, or individual.（Amaded，2019）

[bookmark: _Toc19843_WPSOffice_Level2]2.3.4 The strategy applied to Lidl 
In this report, Porter’s Generic Strategies will be applied to Lidl company. Michael Porter considered that there were only four fundamental strategic options available to all companies- Porter’s Generic Strategy Options.It helps a company in developing market.Also,he pointed out that there is the need to establish the prices and costs of an organization in comparison with its competitors.The diagram below is about the modal that will be discussed.
.[image: IMG_256]
Figure1-four fundamental strategic options of Porter’s Generic Strategies
(From:https://www.mindtools.com/pages/article/newSTR_82.htm)

2.4 Characteristics of Porter’s Generic Strategies
[bookmark: _Toc1851_WPSOffice_Level2]2.4.1 Cost Leadership
Cost leadership strategy emphasizes low operation costs. This strategy is aimed to help the company either charge an average price and maintain a higher profit margin, or charge a lower price than competitors to maintain a higher market share.High profit margin means big differences between the price and the cost of the goods. Achieving high margins means higher operational efficiency could be achieved, which is beneficial for long-term plans.Some discount suppliers,for example,Wal-mart attracts customers and beat competitors by applying Cost Leadership.(Kokemuller，2007）

[bookmark: _Toc30865_WPSOffice_Level2]2.4.2 Cost Focus
This strategy is based on the cost or differentiation of the approach and the focus on narrow or broad markets.Cost focus strategy means that company needs to maintain a low-cost approach, but unlike cost leadership, it specializes in serving smaller markets. As a result, companies can compete with large chains and other small companies by offering good prices for certain types of customers. This is a challenging strategy because the bargaining power of niche companies is often lower than that of large chains.(Kokemuller，2007）

[bookmark: _Toc14660_WPSOffice_Level2]2.4.3 Differentiation
The focus of differentiation strategy is to differ from or outperform competitors in behavior that differs from price. Also, differentiation strategy means the target of the company is a broad market. To be successful, companies ought to thoroughly understand the needs of a broad target market, provide superior product or service advantages, superior service or other unique attributes, and use sales and marketing tools to communicate these advantages. This strategy is common in highly competitive industries, where large industries typically invest heavily in television advertising and other marketing to get customers' attention.(Kokemuller，2007）

[bookmark: _Toc10364_WPSOffice_Level2]2.4.4 Differentiation Focus
Differentiation focus follows the same concept as differentiation, but is aimed at a smaller, more segmented customer group. The focus of this strategy is to provide superior value and additional benefits to specific markets. Small companies often use this strategy to compete with larger chains that can offer lower prices but not the same quality of products and services. This strategy is likely to be adopted by suppliers of handmade furniture and accessories, which may cost more and have a smaller market than mass-produced products.(Kokemuller，2007）

2.5 Analysis of Porter’s Generic Strategies
Advantage
Applying Porter’s Generic Strategy could bring competitive advantage for companies. Cost leadership strategy could bring higher average profit for the companies by reducing various range of cost. Differentiation strategy could set barrier in the market for other new competitors, making the company better occupy the market.The focus strategy involves reducing investment in resources, while the organization benefits from the specialization provided by the organization. Focus strategy shall bring high customer loyalty to companies.

Limitations
On the other hand, there are some limitations of Porter’s Generic Strategy. Cost leadership strategy could lead to a price war. Customers might purchase cheaper goods and the their loyalty might decrease if the company could not offer products with lower price. With the development of technology, competitors may be able to have higher production capabilities than this company. For differentiation strategy,it might contribute to higher cost. Competitors might cut down the differentiation by imitating the products and strategies.Customers might choose products with good price rather than focus on the quality . on some way, it limits the expanding of product in the market. And the company is not likely to stand a good place in larger market.














4. [bookmark: _Toc19168_WPSOffice_Level1]Main body
4.1 [bookmark: _Toc14482_WPSOffice_Level2]Implement of the strategy
Lidl focuses on selling high-quality products with the lower price. And it shows that the general strategy Lidl applies is cost leadership.There are some examples of Lidl ‘s cost leadership 

Private-label brands products
Approximately 90% of the products in Lidl stores are private-label brands. These products are specially supplied for Lidl.By this way could Lidl cut out the middleman cost, reduce additional costs from suppliers. Besides,Lidl could decide the price of its private-label brands and control the cost by applying private-label brands strategy. In turn, due to the low initial cost, the margins of Lidl’s products could be much more than that of national brands. (Hanbury , 2017)

For example, Lidl has launched its private label clothing lines Livergy and Esmara in France.The private label lines cater to both men and women, and all their individual products are priced under €10,including tops, shorts, trousers and shirts.( Donnelly,2017) These clothes are welcome in  local residents especially for the low-income.Customers can buy grocery and clothes at the same time.Private brand helps the Lidl expand its market in clothes and earn more profit. 
[image: IMG_256]
Figure2-Private-label brands products
From Business Insider/Hayley Peterson

Limited selection of products
Lidl does not store and purchase a great deal of goods with different brands. For example, Lidl might stock only two varieties of mustard- its private-label brand and one national brand. Purchasing limited variety of goods could bring Lidl more purchasing power and close relationship with suppliers due to its large quantities of products with fewer brands.
“Lidl has about 2,000 products in its stores, much less than the 20,000 unique products stocked at equivalent grocery stores or the 60,000 at a supercenter.” (Koontz,2009) 

Lidl knows that the strategy behind private brands isn’t just offering premium products; it’s also about intangibles such as service. Lidl wants to earn a good enterprise reputation through convenience with its good service and limited brand section. Lidl wants consumers to shop happily and quickly in the stores .(Lawrence,2017) 
[image: IMG_256]
Figure3-the selection variety of nuts in Lidl
From Business Insider/Hayley Peterson


Low additional cost
The employees of Lidl is arranged in a small amount to maintain low labor cost.Lidl uses efficient technology and automation in the back room to limit the amount of human interaction.Customers are required to weigh products and bag the goods on their own.Employees are also cross-trained to work in any section so that Lidl does need to hire other employee to do the work.. (Paglia,2008).By this way can Lidl save much labor and machine cost so that it can pay attention to other aspects like quality of products and customer satisfaction.

The operating idea of LIdl is keep-it-simple.The company reduces costs wherever it can, like not using paper at its Arlington corporate headquarters. It makes more use of natural light and less use of electricity in stores. Simply, Lidl is big on reducing any kind of waste to pass the savings onto consumers
4.2 [bookmark: _Toc23046_WPSOffice_Level2]Analysis of Cost leadership strategy
[bookmark: _Toc23949_WPSOffice_Level3]3.2.1 Advantages 
To have a better development in grocery industry, Lidl chooses to apply cost leadership.This strategy is to minimize the cost.Through cutting various costs and offering prices lower than those of competitors so that Lidl could keep larger competitiveness.

Larger Market Share
Cost-leadership can make organizations earn higher profits and market share. Companies offering products at a lower market price are usually more welcome among buyers especially for those economically customers. Due to the low cost,They can earn more profit in the same product.And customers are willing to choose product with lower price.The ways Lidl applies cost leadership is using low prices, faster checkout, lower waiting times.Through these approaches,it received a large number of business. Therefore, Lidl could occupy larger share and have a better development in grocery market by using cost leadership strategy.

Higher efficiency 
Cost leadership can also increase company’s operational efficiency. For example,Lidl insists on increasing productivity and controlling costs in the supply chain. It stipulates the limit of waiting time.And all the procedures should be shown on the shelf. Cashier is responsible for checking out and the customer ought to bag their goods.The company can save much time and labor on these produces. (Bhasin, 2019)Finally,the productivity of Lidl is higher than its competitors,help Lidl keep high competitiveness via cost leadership.

[bookmark: _Toc19168_WPSOffice_Level3]3.2.2 Disadvantages
Might lead to price war
The cost leadership strategy could be easily followed by competitors and might lead to a price war. When Lidl offers products with low price and attract more customers, the competitor,for example,Aldi might take the same approach to reduce the run-off of the customers.The result is that low-price competition between different retailers,damaging the benefit of suppliers and retailers and might cause vicious circle.(Bhasin, 2019) Therefore, in some respects, cost leadership strategy might be negative for the development of enterprises.

Low-end corporate image.
Cost leadership focuses on low-cost and low-price strategy to keep competitiveness.However,for Lidl, the low-price and small-area-store strategy leaves a impression to buyers that Lidl is a small and low-end supermarket,selling cheap products. It is not beneficial for Lidl to enter the higher market and attract the groups that have high purchasing power.Though Lidl has taken some actions like doing advertisements in big channels to improve its image to customers. Numerous rich people do not consider Lidl as the first choice to do shopping in. As it can be seen that, cost leadership sometimes can be negative for the corporate image. 
5. [bookmark: _Toc15169_WPSOffice_Level1] Conclusion
Above all,according to Porter’s Genetic strategy, the strategy that Lidl takes is Cost leadership. As the big head in the grocery industry, Lidl has maintained a good position in the grocery market due to the cost leadership.The concepts of cost leadership suit the mission and vision of Lidl: cutting  additional cost,offering lower price and occupy the fundamental market.On the other hand, it restricts the development of Lidl in price competition with other supermarkets and the corporate image of this company.Generally, cost leadership strategy is beneficial to the Lidl.This chain supermarket is willing to take it as the basic competitive strategy of the company and looks forward to have a better development from it. 


6. [bookmark: _Toc19843_WPSOffice_Level1]Recommendations for Lidl
Focus on Corporate social responsibility (CSR)
CSR is the way in which an organization exceeds its minimum obligations to stakeholders specified through regulation (Johnson,2011).Blackman argued that CSR is a factor that a large number of corporations need to focus on due to its importance in the priorities demanded by stakeholders in current society.A good organization should consider CSR and make contribution to the society.Lidl could put corporate social responsibility into its strategy.
First,most customers trust enterprises with CSR than those without .They want to buy higher-quality products.Second, companies with CSR often have a good reputation in the market.According to the previous report, Lidl has the history about predatory and discriminatory pricing.It brought much negative influence on Lidl.Therefore, to rebuild its brand image, focusing on CSR is very necessary. For example, Lidl could donate money to some charity organizations.On this way can Lidl be responsible for the society and customers.  

Improve performance management
From the survey, It can be seen that Lidl allowed too much on its employees.All their mission is work and work.They have to be hardworking, focused and be able to perform under pressure.The company focuses heavily on productivity and employee will often find themselves with a hefty workload or working alone and understaffed. (Glenrothes,2019).Workers could hardly increase their expectation to the job. Also, the bonus of employees is not so satisfying.The reason of taking little market share is lack of performance management.Workers expect better bonus and value realization while managers only focus on the selling of products and consider that paying appropriate salary is enough. Applying appropriate reward regulations and help workers realize their value shall enhance the internal atmosphere of the company and increase the enthusiasm of employees.At the same time,it can attract more talents, helps to build corporate culture.
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