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[bookmark: _Toc25698957]1.0 Summary
This report mainly analyzes what kind of marketing strategy for Lidl uses. By consulting Lidl's background information, it is learned that Lidl is a large chain retail supermarket. Lidl has nearly 10000 branch stores around the world, with more than 20000 employees. Most of Lidl's main sales products are relatively cheap daily necessities. According to the survey, most of Lidl's products are homogeneous. The price of a large number of products of the same quality is lower than that of other stores. Then analyzes Porter's generic strategies. Porter's strategies are mainly divided into three implementable strategies: 
1. Cost leadership strategy;
2. Differentiation strategy; 
3. Focus strategy. 
But through the collected information, Lidl adopts the Cost leadership strategy in Porter's generic strategies. Lidl has also successfully obtained a large number of markets and loyal customers, and has become a giant in the current retail industry from a small supermarket. Then the report talked about the advantages and disadvantages of adopting the Cost leadership strategy. The most obvious advantage of this strategy is that it can effectively defend the attack of competitors, get more customers' favor, and make more profits than other competitors when suppliers raise product prices. However, the obvious disadvantage of this strategy is that excessive price reduction will lead to lower profit margin and make enterprises lose the ability to foresee market changes. And in this report, it also explains Lidl's implementation in order to adopt the cost leadership strategy. First, Lidl only sells limited commodities. Second, most of Lidl's products choose the necessities that are easy to sell. In this way, it can make faster profits, and there will be only a small amount of capital limited in inventory. Third, the store is relatively small. Fourth, low labor cost control. These four points are all measures taken by Lidl to adopt the cost leading strategy. At the end of this report, Lidl also gave some suggestions, and tried to adopt the differentiation strategy to create different products and services, so as to attract more loyal customers.
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[bookmark: _Toc25698958]2.0 Introduction
[bookmark: _Toc25698959]2.1Report remit
This report will describe the competitive strategies adopted by Lidl Stiftung &amp; Co. kg, a global supermarket chain, to develop its current position, and describe the actions taken by the company for these strategies. In order to make readers understand Lidl more clearly, review some books, browse some websites and collect some relevant information about Lidl to evaluate the strategy adopted by the company in the current environment. The advantages and disadvantages of competitive strategy. List the actions that Lidl has taken to implement the strategy, and give Lidl some personal suggestions.

[bookmark: _Toc25698960]2.2Backgound of the organization
Headquartered in Germany, Lidl has a history of more than 80 years. In the 1930s, Lidl was just a small food wholesale store. Until 1973, Lidl's own brand supermarket was born in the southwest of Germany. At that time, the supermarket had only three employees and was the first modern Lidl supermarket. （Smith，2015)
In the late 1970s, Lidl has expanded to have more than 300 stores in Germany, becoming a well-known chain supermarket in Germany. On average, each Lidl supermarket has seven employees, and the number of commodity types has increased to about 900. Since the 1990s, Lidl has entered the European market. （Jihad Saidali & Abdellatif M.2015）
The business scope of this company is department store super, and Lidl has branches in more than 30 countries, and they have more than 10000 branches and more than 200000 employees all over the world. (Dieter Schwarz ,2018)
Lidl mainly sells its own brand products, and the sales volume of food daily necessities and small families is relatively large, such as skimmed milk produced by Lidl, because Lidl has with affordable prices and high-quality products, these products are more popular. Lidl stores are widely present and are located in almost every store of the European Union, Switzerland, the USA, and Serbia. Lidl acquires the best market grocery stores of New Jersey and New York. It has 59 stores in the US. (Hanbury, 2017)

The company’s strategy from the beginning has been to find the best market location that has smaller lease sites rather than having a build and own locations. Lidl aims to make its distribution strong and hopes to build 40-50 stores annually. They have partnered with local and regional farms. Every Lidl product has passed through the quality testing and meticulous selection process. This is a point of differentiation for Lidl. Lidl with Aldi drove Wal Mart the world's retail giant out of Germany, which only made it famous. With Wal Mart's weak presence in Europe, its development momentum in the whole EU region has even surpassed that of Aldi. Lidl is looking for cheap manufacturers recently, but dalli hopes to negotiate new terms with Lidl. Specifically, this is a clause on increasing the production price, so Lidl does not accept increasing the production price and terminates another 230 stores in the next three years. By 2030, his UK total assets will reach 1000, so as to cope with the UK's four major grocery stores. (Gil-Pechuán et al., n.d.)





[bookmark: _Toc25698961]3.0 Definitions of major concepts
[image: ]
Figure3.0-Porter‘s Generic Strategies
According to Porter, the advantages of a company can be divided into two categories: cost advantage and differentiation. By using these advantages, we can get four general strategies: cost leadership, differentiation, focus on cost leadership and focus on differentiation.
[bookmark: _Toc25698962]3.1 Cost Leadership Strategy
This overall strategy requires being a low-cost producer in an industry with a given quality level. The company sells products, either at the average price of the industry to earn profits higher than competitors, or at a price lower than the average price of the industry to gain market share. In the case of price war, enterprises can maintain certain profitability while suffering from competition losses. Cost leadership strategy are often targeted at a wide range of markets.  (David, 2007）

Advantages of cost leadership strategy
when the market competition is fierce, consumers prefer to choose the products with lower prices for the same products, so this strategy is only applicable to the company that can keep profits even if the sales price or cost is reduced, and the reduction of cost and sales price can bring greater sales and advantages

The cost leadership strategy is applicable to the ability of enterprises to use advanced production equipment. Because advanced equipment can improve production efficiency and further reduce product cost. And the strategy is suitable for mass production enterprises. If the products reach a certain scale, they will have a lower cost.

[bookmark: _Toc25698963]3.2 Differentiation Strategy 
Differentiation strategy requires the development of a distinctive product or service, which has unique attributes valued by customers and is considered better or different than competitors' products. The company hopes to get a higher price that will exceed the extra cost paid. Due to the unique nature of the product, if the supplier raises the price, the company may pass on the cost to customers who are not easy to find alternative products. (David, 2007）

Differentiation strategy is applicable to: 
Users have different of use and demand for products, enterprises have strong research and development capabilities, enterprises have leading reputation in products or services, have certain popularity and reputation, and enterprises have strong marketing capabilities

Advantages of differentiation strategy: 
The products or services of an enterprise are different from those of its competitors and provide unique products and services. And can build up customer loyalty, so substitutes can't compete with them in performance

[bookmark: _Toc25698964]3.3 Focus Strategy 
The focus strategy focuses on a narrow segment. Companies that use focus strategies generally have high customer loyalty, which prevents other companies from competing directly. Due to the narrow market focus and the small number of companies adopting the focus strategy, the bargaining power with suppliers is also low. However, enterprises using differentiation strategies may pass on higher costs to customers because there is no alternative product. (David, 2007）

Focus strategy is applicable to: explore the market space occupied by a small group of customers with similar interests or needs in a larger market, most entrepreneurial enterprises will not start business in a large market, but use focus strategy to develop a small market. And the current resources and capabilities of enterprises can only operate in smaller markets.

Advantages of focus strategy: it adapts to the characteristics of limited enterprise resources, can concentrate on providing the best service to a specific market, and has centralized business objectives and simple and convenient management. Reduce the operating cost of the enterprise, which is conducive to the centralized use of enterprise resources.











INTRODUCTION


[bookmark: _Toc25698965]4.0 Main body
Lidl adopts the cost leadership strategy, because this strategy can attract more customers, so as to obtain more profits. Through investigation and research, Lidl has indeed gained a large market in the UK through the cost leadership strategy, and Lidl has more than 10000 stores in the world, so the cost leadership strategy is the most suitable strategic approach for Lidl.
4.1 [bookmark: _Toc25698966]Implementation of the strategy
Through research, it is found that the cost leading strategy adopted by Lidl is that every day there will be discounted products in the store, and Lidl will be cheaper than other stores at the same price. This low-cost sales method attracts many customers, and Lidl has more than 10000 stores in the world, so this strategy is very suitable for this company. Lidl's own brand products has better quality than others. According to the latest price survey, the price of Lidl’ goods are about 9% lower than that of Wal Mart. The reason for the low price is that 90% of the products Lidl sells are its own brands, which can save the price of middlemen.  (Tang，2019)  They widely use private labels to prove to customers that they are selling high-quality products. Although Lidl is a low-cost marketing method, it is still very profitable. And Lidl online service is also particularly humanized, It has launched Lidl app for Android and iPhone so that customers can explore all options at their own convenience. It uses its official website to share key information related to products and its offerings with the general public. As part of its in-store promotional activity, the company gives special offers like weekly offer, 40% less, 50% discount, 2 dollar discount and save up to 25% on purchases. (Aylin，2019)   Enable customers to know all the benefits of Lidl every day in the first time. So it became a giant in the European retail industry. Lidl has done these measures for the cost leading strategy: 
Firstly，Limited commodity options. According to planet retail RNG a research company, Lidl has more than 2000 kinds of products. Compared with other businesses of the same level, Lidl is far lower than other supermarkets. (Jian, 2018)
Secondly，Selling fast moving goods: Lidl will stock up a lot of necessities, because fast moving goods can make profits more quickly, and there will be less capital limited to inventory. Then it can be found that Lidl will sell Cereals, juice, and some agricultural products in terms of necessities, It's not some specific products. (Abbott, 2019)
Thirdly，Relatively small storefront：Although Lidl stores in the United States are larger than those in Europe, they are much smaller than traditional supermarkets in the United States. (Frank, 2019)
Finally，Low labor cost control: Lidl has very few employees in the store, which leads to lower labor cost, and Lidl mostly uses mechanical automation equipment. When customers shopping in Lidl, most of them weigh and check out by themselves. (Hunk, 2018)
[bookmark: _Toc25698967]4.2 Advantages & Disadvantages of the strategy
[bookmark: _Toc25698968]4.2.1 Advantage:
The advantage of implementing the cost leading strategy is very obvious. The profit of the enterprise is higher than the average level of the same industry. Low cost can effectively defend against the attack of competitors. Strong buyers can force the cost leader to reduce the price, because the price drop can’t be lower than the second cost leader in the industry. Strong cost leader can force suppliers to maintain the original price. The cost leader is enough for potential entrants to constitute barriers to entry.

Lidl defeated its competitors with the cost leadership strategy, successfully occupied most of the market share, get the favor of most of customers, and resisted the competition for a long time, such as Tesco, M&S stores, and when the suppliers raised the price of the resources needed by the enterprise, Lidl can have more flexibility to solve the dilemma, and this year, Lidl through this These strategies have built up a huge market share, which makes the companies who want to join the industry eliminate their ideas and form a strong barrier.(Lynn,2019)
[bookmark: _Toc25698969]4.2.2 Disadvantage:
Excessive price reduction leads to lower profit margin; new entrants may come from behind; lose the ability to foresee market changes; technological changes lead to lower utility of enterprise resources; vulnerable to the impact of external environment.

Lidl's long-term use of cost leadership strategy is a great risk, because enterprises must adhere to their own cost competitive advantages, and win in the industry and even the whole market price war, and get the expected benefits. Secondly, the value orientation of low-cost and low price products is not low performance and low quality. On the contrary, in order to have a high market share, the enterprises implementing the cost leading strategy should face a large number of consumers. Finally, in order to ensure the scale economy, the products of the enterprises that implement the cost leading strategy are mostly standardized products, but standardized products do not mean that the product type of the enterprises is monotonous and the technology is backward So if Lidl meets a strong competitor, the competitor may provide the same quality goods to customers at a lower price, and the competitor may have more advanced technology, so they can obtain considerable profits while providing a lower price, so Lidl may lose the market and those loyal customers.(Malcolm, 2019)
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[bookmark: _Toc25698970]5.0 Conclusion
By browsing some books and investigating the information of some websites, we can see that Lidl is a self-owned company operated by the cost leading strategy. Lidl has obtained a very large market through the cost leading strategy, and we can also see that the cost leading strategy is very suitable for emerging companies. This strategy can make the enterprise quickly gain huge market share and a large number of loyal customers. And through the analysis, the disadvantages of using cost leading strategy may lead enterprises to focus on reducing product costs, which makes Lidl lose the ability to foresee the market changes of products. Lidl may find that the products it sells are not appreciated and demanded by customers even though they are cheap. Therefore, Lidl is difficult to have loyal customers, which is not conducive to the long-term development of the enterprise. However, in terms of the current environment, the cost leadership strategy has more advantages than disadvantages for Lidl.






CONCLUSION


[bookmark: _Toc25698971]6.0 Recommendations
Lidl should use the differentiation strategy and make some brand products or services with its own characteristics. Although it may require some difficult technologies and higher costs, it will bring higher benefits, which can be used to deal with the pressure of suppliers and relieve the pressure of buyers. When customers lack choice, their price sensitivity is not high. Finally, the company that adopts differentiation strategy to gain customer loyalty is in a better position than other competitors when facing the threat of substitutes.
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