			MAIN BODY



TABLE OF CONTENTS

1. Executive summary	0
2. Introduction	1
2.1 Report purpose	1
2.2 Background of the company	1
2.3 Analysis of the global retail market size and competition pattern	2
2.4 Enterprise strategic management	3
2.4.1 Strategy	3
2.4.2 Business level strategy	3
2.4.3 How to gain advantage of competitive	3
2.5 Porter’s generic strategies	5
2.5.1 Cost leadership	5
2.5.2 Differentiation Strategies	5
2.5.3 Focus Strategies	6
3.1 Provide limited independent brand products	6
3.2 Traditional & Internet Marketing	6
3.3 Focus on market segments	6
5. Conclusion	7
6. Recommendation	8
7. References	9




MAIN BODY
			CONTENT

9


[bookmark: _Toc25821746]1. Executive summary

Outline of the aim of the report

The report’s aim is to analyze Lidl's business strategies in the process of expansion, Discuss Lidl's experience and lessons in the implementation of the strategy. Provide useful reference for business readers
.
Brief Background information

Lidl is a German retailer affiliated with Schwarz group. It is a very cheap discount supermarket, currently; it has more than 10000 stores in 29 countries.

What are the findings of the report?

The development of an enterprise is inseparable from the correct business strategy. Lidl beat the giant Wal-Mart in Germany through the cost leading strategy, opened a large number of chain stores around the world in just a few years, and became a rookie in the retail industry.

Lidl’s strategic options

Cost leadership:
It is to use attractive prices to attract a wide range of customers. A successful cost leader keeps a competitive price advantage by constantly reducing costs.
Advantages: Through low-cost operations. Businesses can use the price advantage to seize the market quickly and expand market share.
Disadvantages: Maintaining low cost may lead to vicious price competition in the industry.

Differentiation strategies
A strategy to provide unique commodity characteristics or services to meet the needs of some customer groups
Advantages: If this differentiation is unique, it will form barriers to entry.
Disadvantages: Some customers may be lost.

Focus strategies:
Enterprises focus on specific markets or regions to provide specific products or services to specific customers.
Advantages: Focusing on segments can make more effective use of resources, respond to competition more effectively
Disadvantages: Focusing on segments will increase costs. When the characteristics of market segmentation change, the investment already made may become useless.

Any important information that it would be essential for the reader to know

This report has a very high reference value for an enterprise manager, from which we can see how to use Porter's strategic management theory to make the enterprise's strategic planning, so as to play its competitive advantage in the market competition and win over its competitors.

Our recommendations 
The company's strategic managers must constantly update their strategic thinking and rethink their strategic thinking with the occurrence of various events in the industry, constantly learn from the industrial strategic environment, and have a keen insight into what has happened in the industry recently.


[bookmark: _Toc25821747]2. Introduction

[bookmark: _Toc25821748]2.1 The report’s purpose

This short paper studies a series of business strategies of Lidl Company, and analyzes these strategies’ merits and demerits of Lidl business strategy in the current environment from multiple perspectives. Based on the investigation of the UK market, some suggestions are put forward for Lidl’s business development in the UK.

[bookmark: _Toc25821749]2.2 Background of the company

Lidl is a retail enterprise under the Schwarz group in Germany. It mainly deals in household goods, household goods, sports equipment, electronic products, etc. and is famous for its low price. Currently, it has more than 10000 stores around the world.
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	· 1970s
In 1973, the first Lidl store opened in Germany. The store has about 500 kinds of goods and only 3 employees. By the end of 1979, Liddell had a total of 30 stores..
· 1980s
Lidl has 300 small stores. There are about 900 kinds of goods in total, with an average of 7 employees in each store
· 1990s
Liddell began to open stores in France and England.
· 2000s
Liddell has become a leading retailer in the UK.
· 2017
Lidl opens stores in American.



By 2019, Lidl have about 30 chains around the world.

Figure 2: Lidl’s Chain stores around the world
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U.S. Retail Industry Journal “Stores magazine” and Deloitte recently released the global powers of retailing 2019. The list uses the 2017 public data published by enterprises (the company's fiscal year as of June 2018). Wal-Mart tops the list, with other retailers including Costco, Kroger and Schwarzenegger. Amazon is the only e-commerce company in the top ten. Below is the retail sales statistics of famous retailers in the past three years from 2017 to 2019.

Figure 3: 2017-2019 retail sales of world famous retail companies

It can be seen from the statistical chart that Wal-Mart takes the first place in the industry with absolute advantage, and several other retailers have the same scale, and they are strong competitors with each other. It is particularly important for enterprises to use correct strategic management if they want to gain advantage in the competition.

[bookmark: _Toc25821751]2.4 Enterprise strategic management

[bookmark: _Toc25821752]2.4.1 Strategy

It is a task determined by an organization in a certain period. It responds to environmental changes by optimizing the allocation of resources and capabilities, and achieves the balance of interests of all parties concerned (Johnson et. al. 2011)

[bookmark: _Toc25821753]2.4.2 Business level strategy

The act of helping a company achieve the goals set by a business. It defines a company's position in the industry (Johnson et. al. 2011)

[bookmark: _Toc25821754]2.4.3 How to gain advantage of competitive

Competitive advantage is a kind of advantage to win the super profits of competitors

Usually, In Porter's five forces model, people analyse the competitive factors and develop business strategy management tools. The five forces model is as follows:

Figure 4: Porter's five competitive analysis models
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The following is a brief analysis of Lidl's competitive elements:

Competitive Rivalry – High

1. The commodities operated by the supermarket in the retail industry are similar and the prices are not much different, so the competition is very fierce. Giants like Tesco, Carrefour and Wal-Mart are all Liddell's strong competitors.
2. The industry focuses on cost. They even advertise for a few cents difference to gain market share from their competitors.
3. Lidl, like all competitors, is desperately reducing fixed costs, so it may affect profits.

Threat of New Entrants – Medium

1. The industry needs a lot of capital investment, which increases the difficulty of entering the industry.
2. It needs a certain amount of time and investment to open a new store, build a brand, and realize the effect of scale economy.

Bargaining Power of Suppliers – Low

1. Lidl and other large retailers have a large number of suppliers, and they compete fiercely with each other.
2. Due to competition among suppliers, retailers such as Lidl usually get discounts and preferential terms. Reduce purchase cost.
3. The supplier usually gives the retailer with the largest order the biggest discount. Lidl has no bargaining advantage over giants such as Wal-Mart.

Bargaining Power of Buyers – High

1. For the retail market, everyone is using the price reduction for promotion, so the buyer has a great choice to choose the supermarket.
2. Usually, these stores are not far away, and consumers can easily stroll from one supermarket to another. Therefore, Lidl does not have a unique bargaining advantage

Threat of Substitutes – High

1. The products sold by Liddell are not different from those sold by most retailers. So Lidl is high threat
2. Some retailers attach great importance to advertising, carry out price reduction promotions, and affect Liddell's customers.

From the above analysis, we can see that the competitive environment of Lidl Company is still fierce. There are heavy competitors like Wal-Mart to suppress, and a large number of competitors of the same level to compete. There is a lot of room for buyers to choose. Therefore, to win the competitive advantage, you must make your own business strategic plan.

Porter's general strategy is a powerful weapon to help enterprises win the competitive advantage.

[bookmark: _Toc25821755]2.5 Porter’s generic strategy

[bookmark: _Toc25821756]2.5.1 Cost leadership

It refers to a strategy that enterprises try to save cost as much as possible, force the cost of competitors to be higher than their own, so as to win the competitive advantage.

[bookmark: _Toc25821757]2.5.2 Differentiation Strategies

The strategy is that provide unique commodity characteristics or services to meet the needs of some customer groups, the key is to make customers agree with this unique value. Reflect the differences of products.

[bookmark: _Toc25821758]2.5.3 Focus Strategies

Enterprises focus on specific markets or regions to provide specific products or services to specific customers. The core idea of this strategy is to fully tap customer needs, find special groups, and even reorganize requirements through manufacturing concepts.

3. How does Lidl implement their strategy？
[bookmark: _Toc25821759]3.1 Provide limited independent brand products

Lidl's products are selected according to its own quality system. If the product meets the requirements, it will sign a long-term supply contract with the supplier and affix its own brand label. Generally, it only needs one model series and a batch of orders is at least 50000 pieces. The advantage of this is that the cost is much lower than that of retailers who pursue diversification. That's why it has expanded rapidly in recent years.

[bookmark: _Toc25821760]3.2 Traditional & Internet Marketing

Lidl has also done a lot of work in the field of mobile digital marketing, and launched the application services of mobile terminal. Push the latest promotional information to members through mobile marketing platforms such as mobile phones. To facilitate customers to understand the discount activities of these products. Using the official online shopping mall to provide a large amount of product discount information, we often hold a variety of shopping activities with a discount of 40% and 50% every week, and even special discount activities such as £ 2 products. Known as the "supermarket for the poor".

[bookmark: _Toc25821761]3.3 Focus on market segments

Liddell adopts different focus strategies in different regions. In Europe, the company focuses on the low-cost market and has opened a large number of discount stores. In Asia, especially in China, the low-cost market itself is relatively developed, especially the famous e-commerce companies such as Alibaba. Therefore, Liddell chose to focus on the "light and luxury" market, with less fierce competition and higher profits.

4. Advantages and disadvantages of Lidl’s strategy

Advantages of Focus strategies

Focusing on segments helps to set realistic sales goals and priorities. It can make more effective use of resources, respond to competition more effectively, and develop appropriate service packages for each segment.

Disadvantages of Focus strategies

Focusing on segments will increase costs. When a company tries to serve multiple market segments, its products surge. Production costs are rising. Manufacturers and distributors must maintain larger inventories. When the characteristics of market segmentation change, the investment already made may become useless. (Smriti Chand)

Advantages of Cost Leadership

Cost leadership can expand market share, reduce channel cost through negotiation with suppliers, and thus improve profit margin. If fierce competition leads to price wars, trade wars, or economic downturns, only these low-cost companies are likely to survive
.
Disadvantages of Cost Leadership

Maintaining low cost may lead to vicious price competition. It is to save cost as much as possible on the premise of ensuring product quality. However, the cost cannot be infinitely reduced. Vicious price competition will lead to the reduction of product quality. Therefore, the cost leading strategy is a double-edged sword, which can expand the market share and obtain good profits. Liddell, Wal-Mart or Costco are more successful in leading the strategic cost. (Natalie Regoli)

Advantages of Differentiation

A successful differentiation strategy can form a strong barrier to entry into the industry; at the same time, there is no branch advantage for this one, so that buyers have no choice, no bargaining power.
The differentiation strategy can also cultivate customers' stickiness to the enterprise. As long as the product quality is qualified and the selling point is novel, there will be a group of loyal fans, so that the substitutes cannot compete with it.

Disadvantages of Differentiation

When an enterprise attempts to make use of the characteristics of its product differentiation to obtain high profits, it may lose some customers. Users may abandon the use of high-priced goods and switch to other goods with good quality and reasonable price. After the progress of science and technology and the reduction of technical barriers, some manufacturers can produce products with similar characteristics, and the difference advantage between these products disappears. (Feng Junhua, 2006)

[bookmark: _Toc25821762]5. Conclusion

Through its cost leadership strategy, Liddell has successfully developed from a retail store with only three employees to a large retailer with more than 10000 chain stores in nearly 30 countries around the world. These great achievements show that its business strategy is successful. However, Liddell's main markets in Europe, Asia and the Americas are not actively explored. Recently, Liddell has just entered the Chinese market. The strategy is to take the light and extravagant route, take advantage of the Chinese trust in the quality of German products, focus on high-end market segments, and achieve certain success. In Europe, the UK is a special market, with a strong conservative atmosphere, especially the brexit, which will lead to market restructuring, so Liddell should take this opportunity to layout the UK market, which should have a significant harvest

[bookmark: _Toc25821763]6. Recommendation

Taking the UK market as an example, According to the SWOT matrix about Lidl’s, we can make three suggestions to help Lidl get more in the UK’s retail market. 

Table 1:  The SWOT matrix about Lidl
	
	Helpful
	harmful

	Internal origin
	Strength
1. As a retail giant, it has a large scale, a wide range, a strong division of labor, and a fast strategy adjustment
2. Low price and high quality: the price is cheap discount, the product quality is guaranteed, and many private brands
3. Unimpeded value chain: customers are willing to accept the value positioning
	Weakness
1. There are other large supermarkets in the UK, such as Tesco and Asda
2. No successful business outside Europe
3. The product is very cheap, which may cause consumers to doubt the quality

	External origin
	Opportunity
[bookmark: _GoBack]1. It has development potential in the UK and may gain a higher market share.
2. Successful overseas expansion can bring more investment funds to the UK
3. Vigorously develop e-commerce websites, accept more orders and sell more products
	Threat
1.International expansion of other famous retailers will lead to more competition
2. If Lidl launches a price war with other retailers, it may cause competitors to reduce prices and form vicious competition
3. Different countries have different cultural differences and consumption views, and cultural differences need to be bridged



These three suggestions are:
1. Promote the application of shopping websites and develop mobile services, which will help expand its market share in the UK
2. Develop high-end brand products; focus on medium and high-end market segments
3. Establish solid barriers to entry to prevent other organizations from entering the UK retail market.

In short, Lidl should continue to maintain the market share of low-end products, introduce high-end brands, and implement differentiation strategy. (weihrich, 1982).
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