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[bookmark: _Toc25667536]Executive summary
The report will:
Provide a simple background definition of the main content of lidl.
This section provides some information related to Lidl’s background, mission and finance. In addition, the reader's understanding is deepened by some definitions related to main content.

Identify the competitive strategy adopted its current competitive position and provide examples of actions taken to achieve it.
Particularly, some discoveries about Lidl are available. The economic downturn and falling revenues of UK lay a solid foundation for Lidl’s cost leadership strategy. In addition, Lidl serves as one of the most valuable retailers in the UK.

Critically evaluate lidl’s competitive strategy in developing its competitive position and assess the strengths and weakness of its strategy.
Three examples are provided in this report to prove that Lidl uses cost leadership strategy to achieve a competitive advantage, including reducing energy consumption, reducing the cost for renting multiple warehouses and reducing operating costs by maintaining a long-term cooperation relationship. In addition, the advantages of Lidl’s strategy include that it can resist five forces and has a huge potential to surpass its competitors. On the contrary, the advantages include that it is easy to trigger price wars and that customers will prefer to associate products in Lidl with low quality.

Advise on the competitive strategy adopted by Lidl.
Firstly, due to Lidl does not have any loyalty program in the UK, Lidl is thus recommended to establish a membership system as this is one of the ways to increase customer loyalty quickly.

Secondly, Lidl can be extended to Asian markets such as China and India.

Thirdly, Lidl can expand its market in Asia such as China and India.

Finally, Lidl needs to be more involved in social welfare activities, thus reflecting that it is a responsible enterprise.
 



[bookmark: _Toc25667537][bookmark: _Toc25054418]1.0 Introduction 
[bookmark: _Toc25667538]1.1 Background of the organization
[bookmark: _GoBack]Lidl opened its first store in Germany in 1973, and entered the UK in 1994. Lidl's turnover continued to grow, followed by many branches. As a part of Schwarz retail group, Lidl is one of the leading European organizations in the food retail industry. The supermarket has branches in 30 countries, with more than 287000 employees worldwide. At present, with about 10800 stores and more than 150 distribution centers in 29 countries, Lidl offers customers the lowest prices across the UK. Social responsibility and sustainable development are the core of the company's daily operation because the company attaches great importance to human, social and environmental responsibilities. For example, Lidl GB offers customers a sustainable choice in 2019 to reduce the use and waste of plastics. Serving as the first supermarket in the UK to launch reusable fruit and vegetable bags in all stores across the country currently, Lidl GB prefers to cooperate with UK manufacturers and two-thirds of its products source from UK suppliers. Lidl’s products include a limited range of necessities and non-food items, like household necessities and baby care products, wines and spirits, as well as hardware, sports equipment, electronics. Lidl's mission is to improve customers' lives by providing quality products with market leading value, with ensuring customer satisfaction as the core of their work. (Lidl, 2019).

[bookmark: _Toc25667539][bookmark: _Toc25054420]1.2 Definitions of major concepts
[bookmark: _Toc25667540]1.2.1 Strategy 
Strategy refers to the measure taken by managers to meet the expectations of their stakeholders, which can contribute companies to achieving competitive advantages. The strategy provides a long-term direction and scope for the company's development (Johnson et al 2011).


[bookmark: _Toc25054421][bookmark: _Toc25667541]1.2.2 Business-level strategy 
Business-level strategy can contribute organizations to focusing more on their competitiveness to meet customers’ needs and help the company gain a higher market share. This is a measure taken to develop the value of customers by providing value and gaining a competitive advantage based on the core competencies of a particular individual product or service market.

The enterprise-level strategy is related to the position of the company in the industry, five strengths related to competitors and competition (Seidel, 2018).
[bookmark: _Toc25054422][bookmark: _Toc25667542]1.2.3 Competitive advantage 
Competitive advantage refers to the condition which makes a company more competitive in the industry than its competitors by meeting the needs of consumers, including offering the same product or service at a lower cost, or providing a higher value product or service at the same price. (Amadeo, 2019)
[bookmark: _Toc25667543]1.2.4 Porter’s Generic Strategies 
Porter's general strategy, consisting of cost leadership, differentiation, and focus strategies, is a strategic choice which can help companies gain competitive advantages.  First, the cost leadership strategy is a way to capture market share by lowering production costs and thus reducing average industry prices. Secondly, in order to gain more market shares, managers can make the company more competitive advantageous based on the uniqueness of the products. Companies may focus on providing value-added products. Thirdly, the focus strategy is to focus the company's attention on one or several market segments and provide special products or services for specific regions or specific buyers (Porter, 1980).




Figure 1: Porter’s Generic Strategies model:
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[bookmark: _Toc25667544][bookmark: _Toc25054425]2.0Main body
[bookmark: _Toc25667545]2.1 Main findings
Lidl has been achieving its competitive advantages by using Porter's general strategy. The tightening of income (office for national statistic, 2016), the rise in unemployment (see figure 2) and the increase in uncertainty in job security in UK have been responsible for significant changes in consumer behaviors. More specifically, consumers are increasingly likely to choose the cheapest option, and the shopping habits of many consumers have changed in terms of both luxury goods and essentials. Therefore, as one of the cheapest supermarket retailers in the industry with a well-known brand name, Lidl appeared and thrived (Bosshart, 2006).  Lidl has always been focusing on selling quality products at the lowest price. Thus, it is using a cost-leading strategy to achieve competitive advantages and implement the strategy with incredible efficiency (Morschett, et al., 2006), with pricing strategy as one of Lidl's main competitive advantages. In addition, Lidl has become one of the most valuable supermarkets in the industry. (Marketline, 2014)

Figure 2: unemployment rate in UK, 2005-2013 (Marketline, 2014) 
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[bookmark: _Toc25054426][bookmark: _Toc25667546]2.2 Lidl cost leadership strategy
Even more, Lidl's business model allows it to offer quality products at a low price in the industry, thus attracting a remarkable number of shoppers. A recession triggers consumer price awareness, making shoppers less likely to spend money, and the most common reduction measure is to reduce clothing spending. In addition, lidl does not establish customer loyalty in the grocery market segment, because lidl believes that its low price is the best way to attract customers. (Bhasin, 2019)
[bookmark: _Toc25054427][bookmark: _Toc25667547]2.2.1 Reduce energy consumption
In 2019, Lidl cooperated with CEZ ESCO's photovoltaic power plant. Lidl has always been very concerned about the environmental protection of its photovoltaic panels, helping explain that it has installed a screen in each store, through which, consumers can know the current green power generation and how much carbon dioxide emissions the store will reduce (CEZ ESCO,a.s , 2019). Most importantly, Lidl can also use the about 20% green power generated by customers for stores. After the installation of the environmental improvement device, Lidl can not only reduce the energy cost investment, but also save 800000kwh of energy and 420tons of carbon dioxide emissions annually. Even more, Lidl uses natural refrigerants or wasted heat from exhaust gases in new stores. Therefore, all stores, logistics centers and headquarters of Lidl, after the energy management review, also obtained ISO 50001 certification last year. Overall, these actions can not only help Lidl realize its social responsibility, but also reduce the costs of investment, such as lighting cost, use cost of heating and cooling equipment, storage cost of freezer. (Marketline, 2019) 
[bookmark: _Toc25054428][bookmark: _Toc25667548]2.2.2 Reduce the cost of renting multiple warehouses
Lidl Logistics Center won the CIJ Award in Poland in 2019. The Lidl Logistics Center in Kałuszyn is not only the largest logistics center in Poland, but also the most innovative center in Europe. To be more specific, covering an area of approximately 28,000 square meters with has two floors, plus a single-layer section (approximately 30,000 square meters), the plant has a high storage capacity.

In the long run, Lidl has its own logistics center, which will reduce the total cost. On the one hand, the logistics center has transportation function, which can provide customers with some transportation methods to meet their needs, thus reducing inventory accumulation and storage cost. On the other hand, Lidl has its own logistics center which will decrease its total cost, because self-owned own logistics center can reduce the need to pay rent or utility bills and miscellaneous charges in different warehouses compared to renting multiple warehouses. In addition, cost of warehouse administrators will also be reduced (Budimes BA, 2019).
[bookmark: _Toc25054429][bookmark: _Toc25667549]2.2.3 Reduce operating costs by maintaining a long-term cooperation relationship

Lidl GB announced that it will invest 15 billion pounds in the UK's food, agriculture and production sectors in the next five years. Even more, Lidl and its suppliers will maintain a long-term relationship by helping them in their future investment, creating new job opportunities and developing their businesses to support their suppliers. In addition, Lidl has invested in a young farmers program to support talents in the agricultural industry.

The initial cost of many business contracts is setting often high. Thus, it will contribute to offsetting many unnecessary costs if there is a long-term cooperation relationship with suppliers, such as avoiding the costs caused by re-bidding, re-negotiation or forced early the withdrawal of existing contracts. Therefore, Lidl maintains a long-term cooperation relationship with its suppliers by supporting and investing in them, which can be conducive to reducing its operating costs. For example, the Brexit plan will bring some difficulties to Lidl because British suppliers will have to bear high EU tariffs to import and export goods. Therefore, Lidl’s long-term cooperation with local suppliers and most of its own brands can be conducive to reducing its tariff burden. (Lidl, 2019)
[bookmark: _Toc25054430][bookmark: _Toc25667550]2.3 Advantages & disadvantages of Lidl cost leadership strategy
[bookmark: _Toc25667551][bookmark: _Toc25054431]2.3.1 Disadvantages 
2.3.1.1 Association with lower quality
Recently, Lidl has also met the needs of middle-class consumers by offering more high-end products at generally competitive prices, such as Heidi Klum's clothing line. Such cooperation seems to give Lidl the opportunity to get rid of the cheap title. Lidl is committed to impressing most buyers - a corporate image of high quality and low price. More importantly, this strategy not only extends Lidl to a broader consumer base, but also gives Lidl a competitive advantage in the apparel industry. Due to Lidl's product price is lower than other competitors which is likely to establish an image of low-quality participants in the economic field. In the long run, this may affect the growth of Lidl, and Lidl now needs to survive in low-value areas. However, it seems that Lidl is unlikely to launch a high-end fashion product line successfully because of enterprise images (Ozair, 2017).
2.3.1.2 Easy to trigger price wars
Lidl has always been known for predatory and discriminatory prices, with many stories about how it forces suppliers to lower prices. The competition of Lidl has also been weakening due to its unethical pricing strategies.

British grocery retailers have been experiencing significant changes in consumer behaviors over recent years. The recession and the consequent tightening of income have led many consumers to choose the cheapest commodity as much as possible, which has led to the proliferation of discount stores. Even worse, the market share of the big Four (Tesco, Sainsbury's, Asda and Morrisons) is declining, due to their sales in the UK are facing difficulties (see figure 3). The stock price has also been hit. Therefore, the big four will choose to lower the price most of the time to deal with the rise of discount stores, which will inevitably trigger more potential price wars (Marketline, 2014).

Figure 3: market share of UK grocery market in 2007 and 2017 (Marketline, 2014)
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[bookmark: _Toc25667552][bookmark: _Toc25054432]2.3.2Advantages 
2.3.2.1Potential of ability to outperform rivals
The British grocery market is a highly competitive and saturated market with thousands of competitors. Lidl has taken root and opened more than 600 stores since entering the market in 1994, which proves Lidl's great success (Lidl 2012). Lidl is now one of the strongest competitors that other major supermarkets are worried about. The big four, due to the rise of discounted supermarkets, have now lost market share (Butler, 2015). Brinded (2015) pointed out that Lidl's market share reached a record 3.9% and sales increased by 8.8% in May 2015. The rapid growth can largely be attributed to the cost leadership strategy implemented by Lidl. 

2.3.2.2 Five forces Analysis (Porter)
According to competitive rivalry, Lidl and the big four in the UK market are increasingly competitive. Even more, Now, the market share of discount stores is increasing. Lidl's low price has already triggered a price war between supermarket competitors, making them lower prices to remain competitive. However, price wars may impose trouble to the big four because they simply cannot enjoy the economies of scale that discount retailers have, such as different business models of Lidl. In summary, this industry is increasingly competitive. 

According to bargaining power of suppliers, about 90% of the products in the Lidl store are private labels.(Lidl, 2019) Thus, Lidl not only cuts the middleman and eliminate many additional costs from the suppliers, but also has a better control over manufacturing costs due to it can set prices on its own. Therefore, suppliers have lower bargaining power.

According to Bargaining power of customers
Known for its corporate image featured by low price and high quality, Lidl now has a high brand awareness. More specifically, its product price is usually much lower than that of its competitors, thus making most buyers choose to buy necessities in Lidl. Besides, the economic recession in the UK and the increase in unemployment have also contributed most buyers to purchasing necessities in Lidl. Therefore, in the face of the low price of Lidl, the buyer's bargaining power is very low.  

According to Threat of new entrants
The economies of scale is fairly difficult to achieve in the industry in which Lidl operates. Entering the UK market requires a lot of investment costs, and it needs to bear high expenditure costs and differentiated research and development costs. As the UK retail market is saturated and there are many competitors. Therefore, the industry is less attractive to new entrants. In short, the threat of new entrants is moderate.

According to Threat of substitute products or services
The only real substitute for food retailing is catering services, such as fast food restaurants. However, for consumers, catering services are complementary rather than substitute. Another more direct alternative is that the individual and family choose to grow their own foods. However, due to changes in consumer behaviors and the threat imposed by economic and political instability, this approach is no longer used today. Therefore, it can be concluded that the threat imposed by alternatives is small.

















[bookmark: _Toc25054433][bookmark: _Toc25667553]3.0 Conclusion 
In summary, this report provides lidl’s background, mission and financial information. lidl faces the challenges of other competitors in the market by using cost leadership strategies. The corporate image of ‘high quality, low price’ has been recognized by customers. This report provides three examples to prove that lidl uses cost leadership strategy to achieve its competitive advantage and market share, for example, reducing energy consumption, reducing the cost of renting multiple warehouses and reducing operating costs by maintaining a long-term cooperation relationship.

Lidl's cost leadership strategy involves both advantages and disadvantages. As for its advantages, it has potential ability to outperform its rivals, due to it has already threatened its competitors. Secondly, its strategy can resist the five forces. On the contrary, it is disadvantageous in that it is easy to trigger price wars. Secondly, customers will associate Lidl products with low-quality products.

The final recommendation is to provide four recommendations for Lidl by conducting SWOT analysis (see appendix 1).






















[bookmark: _Toc25054434][bookmark: _Toc25667554]4.0 Recommendations
Based on the SWOT analysis (see Appendix 1), there are two recommendations which will help Lidl gain a larger share of the UK grocery market.

In the UK, Lidl does not have any loyalty programs. It is recommended that lidl establish a membership system as this is one of the ways to quickly increase customer loyalty.

By cooperating with high-end and reputable brands, Lidl's brand image is enhanced.

Lidl can be extended to Asian markets such as China and India.

Lidl needs to be more involved in social welfare activities, thus reflecting that it is a responsible enterprise.
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	Opportunity
The UK's economic recession, rising unemployment, and the shift in people's shopping habits provide opportunities for development in lidl

With the development of the online retail industry, geographical boundaries are no longer important. Technology has opened up new market segments and new markets for most retailers around the world.
	

	Weakness
Lidl lacks attention to the Asian market, and Lidl mainly limits itself to Europe, the United Kingdom and the United States. Asia has some of the most promising emerging markets, such as China and India.

Lidl's corporate image was corrupted by its unethical business practices, scandals and discussions about the minimum wage, which affected almost all discount stores.

Lower customer loyalty
	Strength
Lidl product prices are lower than other competitors in the market.

Lidl has a wide range of private labels, cutting down on middlemen, thus eliminating any additional costs from suppliers.

Lidl is well known and has a large number of stores throughout the UK and Europe.



	
	Threat 
Online store competition, like Amazon

Lild pays too much attention to low-income people, and it is likely to establish the image of low-quality participants. In the long run, this may affect the growth of Lidl.

Most of Lidl's products are inexpensive, and most of them are private label brands, so they are of lower quality than competitors' products.
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