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[bookmark: _Toc25048288]1.0 EXECUTIVE SUMMARY
The purpose of this report is to analyze and evaluate the competitive strategies adopted by lidl to develop its current competitive advantage, and to make appropriate suggestions for the subsequent development of lidl.

At the beginning of this report that mainly describes the background information of lidl company. Lidl is a German discount chain and is part of the Schwarz Beteiligungs GmbH and Later, Lidl opened its first store in the UK in 1994. Nowadays, Lidl has become one of Europe's leading food retailers. Then it gives the definition and importance of strategy, business level strategy and competitive advantage. In addition, it introduces Porter's generic strategy in detail. 

In the main part, it introduces lidl's taking strategy to gain competitive advantage and increase market share. Through lidl's product price, it is easy to know that lidl has been committed to selling high-quality products at the cheapest price. This shows that they are implementing a cost leadership strategy.

This report gives three actions taken by lidl for this strategy. For example, lidl invests in solar energy to reduce energy costs such as, LED lighting, and natural refrigerants. In addition, lidl reduces labor costs and supplier costs to achieve cost leadership.

It analyzes the advantages and disadvantages of lidl using this strategy. For example, the cost leadership strategy can make profits from a large number of customers, the total profits of lidl will not be reduced or even higher profit margins will appear. In additions, cost leadership strategies can help to create barriers to entry that protect the company and its existing competitors from new competition. This strategy may lead to price wars between companies seeking cost leadership in the same industry.  In addition, it may cause cost managers to be less skilled at detecting important environmental changes than other companies.

I suggest that Lidl should focus on product differentiation. It can build brand loyalty among customers. In addition, Lidl can increase product variety and introduce some high-quality product partners, in order to attract some customers who, pay attention to product quality.








2.0 [bookmark: _Toc25048289] INTRODUCTION
[bookmark: _Toc25048290]2.1 Background of Lidl
Lidl is a German discount chain and is part of the Schwarz Beteiligungs GmbH and Lidl has become one of Europe's leading food retailers. In 1973, The first Lidl store was opened in Germany. In 1989, Lidl first expanded internationally and opened its first branch in France. Later, Lidl opened its first store in the UK in 1994. So far, there are more than 760 stores and 13 regional distribution centers in the UK, and it has more than 22,000 employees. (Lidl, 2019)

Lidl hopes to take the lead in the price of high-quality products, and lidl will focus on ensuring customer satisfaction to improve customer's quality of life. Lidl is committed to providing high-quality services and achieving good customer satisfaction. In addition, it continuously optimizes service quality and efficient processes through technical support and people. Lidl needs to develop sustainable relationships with partners. In addition, lidl invests heavily in employee training, development and strict recruitment to achieve long-term success.

[bookmark: _Hlk24758832]Lidl plans to invest £ 15 billion in food, agriculture and production in the UK within five years and promises to increase sales of meat, poultry and fresh agricultural products purchased in the UK by 10% next year. Lidl said it would introduce long-term contracts as suppliers and provide a new young farmers' scheme to "support new talent in the UK's agricultural industry."  (Hugh Radojev,2019)

According to the latest Kantar data, sales in the entire grocery market increased by 1.3% to £26.6 billion in the 12 weeks ending October 6, and the average cost per trip increased slightly by 0.6%. Lidl continued to gain market share in the four major supermarkets, which increased sales by 0.8% during the period and increased by £1 billion annually. while Lidl reported an 8.2% jump to 6%. ( Kantar,2019)

[bookmark: _Toc25048291]2.2 Strategy
Strategy refers to an action plan that achieves a specific goal. In other words, it is to gain an advantage over the opponent or competitor. Strategy is a bridge between these two aspects, on the one hand, policy or advanced goals, on the other hand, tactics or specific actions. At the same time, strategy is both a route of development, a journey of imagination, and a guideline.
Strategy is very important for an organization, because it can provide a specific direction for the company in strategic direction, financial strategy, marketing strategy, organizational development strategy and human resource strategy, in order to achieve successful implementation. (Harikrishan Verma,2016)

[bookmark: _Toc25048292]2.3 Business level strategy
Business level strategies are designed to differentiate the company's position relative to its competitors. In order to position itself, a company must decide whether it intends to carry out its activities in a different way or whether it intends to carry out different activities compared with its competitors. (Talentedge,2019)
Business level strategy is very important because it details the actions taken to provide value to customers and gain competitive advantage by using core competitiveness in a specific product or service market

[bookmark: _Toc25048293]2.4 competitive advantage
Competitive advantage is an organization or company seeking a more profitable position than its competitors. In addition, in order to gain and maintain competitive advantage, an organization must be able to show greater comparative value or differential value than its competitors, such as cost leadership or differentiation, and convey this information to the desired target market. (Corporate Finance Institute，2015)
Competitive advantage is very important for a company, because it can be used to distinguish a company from its competitors. It helps to increase the price and bring more customer and brand loyalty. Any company wants to build this advantage. Nowadays, it is very important to the success of enterprises. If without it, a company would be hard to survive.

[bookmark: _Toc25048294]2.5 Porter's generic strategies
Porter's generic strategy is mainly divided into cost leadership strategy, differentiation strategy and focus strategy. There are two main methods in cost leadership strategy, for example, companies can reduce costs to increase profits and still charge the average price of the industry. Another way is that company reduce the product price to achieve market share. Although the price is lower, the sales volume will increase, so the reasonable profit can still be guaranteed. The purpose of differentiation strategy is to make the company's products or services different or more attractive in order to attract customers. For differentiation strategies, companies usually develop, research and innovate methods to improve the quality of products or to focus on the ability of staff service to achieve competitive advantage. Companies that use Focus strategies concentrate on niche markets. In addition, through understanding the dynamics of the market and the unique needs of customers, the company develops unique low-cost or well-defined products for the market. (Michael Porter,1985)









































[bookmark: _Toc25048295]3.0 MAIN BODY
Through lidl's product price, it is easy to know that lidl has been committed to selling high-quality products at the cheapest price. This shows that they are implementing a cost leadership strategy and have implemented it with amazing efficiency. (Morschett, et al., 2006)
Lidl uses various methods to reduce costs and other unnecessary costs, in order to achieve the price of goods lower than the market average. For example, lidl mainly sells its own brand or cooperates with suppliers for a long period of time, so they can affect the manufacturing and packaging methods of products. So that they can have an impact on the price of the product and break the usual link between low price and low quality. This is a big advantage for companies using cost leadership strategy. In addition, lidl focuses on reducing operating costs and maintaining low prices. For example, although lidl reduces the number of employees, it improves the ability of employees and automation technology. In addition, lidl also invests in some sustainable energy and high technology to reduce LED lighting, natural refrigerant. (Lidl,2019) Therefore, lidl uses these methods to achieve the goal of cost leadership strategy.

[bookmark: _Toc25048296]3.1 IMPLEMENTATION OF THE STRATEGY
Cost leadership
[bookmark: _Toc25048297]3.1.1 Reducing energy costs
Lidl to invest €1m in Ireland’s largest ever installation of solar panels. This is latest investment that is part of a series of sustainability initiatives lidl has launched in recent months. It can greatly reduce the environmental pollution and cost of energy consumption. This facility is an important part of our distribution network and will enable Lidl to continue to expand and provide more and more quality products to shoppers at the lowest price. The facility will include a variety of sustainable development functions, including electric vehicles and charging stations, LED lighting, natural refrigerants. (Lidl,2019)
Once lidl is installed, the solar panels of lidl distribution facility will generate 1,011,929 kwh of energy annually through a sustainable resource, which is equivalent to meeting the electricity demand of 240 households and reducing the carbon emissions of the center by 473 tons annually. As a result of this investment, solar energy will now generate more than a quarter of lidl's energy demand. At present, solar energy has become one of the cheapest sources of power generation. Using solar energy can greatly reduce costs. In addition, lidl has set an example for enterprises in the country to show that they can reduce carbon emissions, while also saving a lot of energy costs and future carbon taxes. (Lidl,2019)
Therefore, lidl's investment in solar panel installation can better implement its own cost leadership strategy to gain a competitive advantage. It can reduce the consumption of its own energy costs, such as LED lighting, natural refrigerants in order to achieve the goal of reducing costs and increasing profits. In addition, this strategy can reduce carbon emissions and protect the environment, so lidl has set a good example for the country's enterprises, and also can obtain a good corporate image.


[bookmark: _Toc25048298]3.1.2 Reducing supplier costs
Lidl is committed to working with suppliers to achieve growth in order to reduce the cost of goods. Introduction of longer-term contracts will provide further stability to its suppliers. In 2019 lidl announced that it would invest £ 15 billion in UK suppliers over the next five years. With the continuous growth of lidl business, suppliers are always the core of lidl growth plan. lidl's investment and commitment is very important to ensure that they can scale with lidl. Lidl will provide suppliers with the support and capabilities needed to fund and develop their own business. Lidl will work with them on a long-term basis and enable them to invest in the future to help them create new jobs and grow their business. Improving the efficiency of suppliers can reduce the cost of goods and realize the cost leadership strategy.
Therefore, lidl achieves its goal of cost leadership strategy by reducing the price of the source of the product. Lidl can reduce the cost of purchase by long-term cooperation and investment with suppliers to improve their production efficiency. Lidl reduces the middleman, thus eliminating the extra cost of suppliers.


[bookmark: _Toc25048299]3.1.3 Reducing cost of labor 
Lidl reduces the number of store employees to reduce labor costs. Because of the high salary, reducing the number of employees is an effective way to reduce costs. However, it is not advisable to only reduce the number of employees. Lidl's employees will also receive strict training, such as cross training, so they can work in any department. Extensive training and development opportunities reflect lidl's diverse workforce. In addition, lidl hopes to become the most attractive employer in the retail industry. To this end, it invests in attracting the best talent, developing and training all our employees, and supporting their development in the business. Lidl uses efficient technology and automation in the background in order to make up for the lack of staff. In stores, customers are required to weigh their products and package their own food to reduce human consumption. In addition, most of lidl's goods are shown in the original packaging. This means it's easier to replenish and it doesn't take too much manpower to move items to shelves. This can speed up the purchase process and reduce manpower.

[bookmark: _Toc25048300]3.2 ADVANTAGES & DISDAVANTAGES OF THE STRATEGY
[bookmark: _Toc25048301]3.2.1 Advantages of the strategy for Lidl
The advantage of cost leadership strategy is that it creates low cost operations in the industry. Lidl can reduce the selling price to below the average level of the market by reducing the production cost. Lidl's product cost is low, resulting in its low price. Because a large number of potential customers find it very attractive to buy acceptable quality goods and services at a low price, product will be purchased priority. Over time, Lidl's leaders can even attract more business from mature markets. This will give lidl a greater competitive advantage. At the same time, because the cost leadership strategy can make profits from a large number of customers, the total profits of lidl will not be reduced or even higher profit margins will appear. In addition, lidl's market share will continue to increase over time.

Lidl uses cost leadership strategy to reduce competition from the market. Except existing competitors, cost leadership often prevents new companies from entering the market. Because lidl can provide consumers with low price, new competitors in the market are greatly limited. New companies need to attract customers by reducing the price of cost leaders, but it is difficult for new competitors to achieve the same low price to gain competitive advantage. Because it is very difficult for new competitors to reduce all kinds of costs and achieve competitive advantage by reducing product prices. As a result, cost leadership strategies help to create barriers to entry that protect the company and its existing competitors from new competition.


[bookmark: _Toc25048302]3.2.2 Disadvantage of the strategy for Lidl
The benefits of a cost leadership strategy are almost always temporary. Once a company starts to see the benefits of cutting costs to create higher profits, everyone else will start replicating the technology used to lower prices. If competitors may be willing to survive at a lower profit margin. This may lead to price wars between companies seeking cost leadership in the same industry. Because it is very easy to be copied by the powerful competitors in the market Even if lidl invests in research and development of cost-effective technologies to solve this problem, new technologies will become obsolete in a few years. Therefore, once there is a price war, the interests of one side will suffer loss.


Lidl tends to keep costs low by reducing the cost of advertising and market research, but it may cause cost managers to be less skilled at detecting important environmental changes than other companies. Lagging competitors in detecting and responding to external changes can prove to be a lethal combination, leaving cost leaders out of touch with the market and unable to resolve. (Creative Commons,2016) Companies with a cost leadership style are also more vulnerable to environmental changes due to cost cutting measures. Sudden market changes are particularly problematic because the company will have minimal operability and slow response times. (Natalie Regoli,2019)































[bookmark: _Toc25048303]4.0 CONCLUSION
In short, lidl uses cost leadership strategy to gain competitive advantage in the industry. Lidl reduces additional costs such as manufacturing and packaging costs by focusing on selling its own branded products and long-term cooperation with suppliers. In addition, lidl also reduces environmental pollution and energy consumption cost by investing in energy of great importance. The facility will include a variety of sustainable development functions, including electric vehicles and charging stations, LED lighting, natural refrigerants. This approach enables lidl to continue to expand and provide more and more high-quality products to shoppers at the lowest price. Lidl also reduces costs by reducing the number of employees and improving their capabilities. Lidl uses efficient technology and automation in the background in order to make up for the lack of staff. In addition, most of Liddell's products are displayed on the original packaging. It doesn't need too much manpower to transfer the goods to the shelves. This can speed up the procurement process and reduce manpower. Although there are some disadvantages, such as price competition between peers in order to obtain profits and market share, advantages of the strategy are obvious, which can increase lidl's profits and market share. In addition, trade barriers can be formed to restrict the entry of some new competitors.






















[bookmark: _Toc25048304]5.0 RECOMMENDATIONS
I suggest lidl should focus on product differentiation. According to Porter's overall strategy, we should focus on differentiation, because successful product differentiation strategies can build brand loyalty among customers. For example, lidl can improve service quality and make customers have a positive impression of lidl's service. 

Lidl can increase product variety and introduce some high-quality product partners, in order to attract some customers who, pay attention to product quality. Successful differentiated marketing activities have greatly improved the company's sales and made it competitive in the market.
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Lidl's macro environment

British market

Between 2011 and 2021, the market value of UK grocery retail is expected to increase from 163.8 billion to 169.6 billion. This highlights the importance of the industry and the way it continues to grow. (statista, 2017)

In addition, according to Kantar worldpanel, the 'big four' lost some market share in 2016, while discounters grew. Lidl has always been the fastest growing supermarket, with the highest rate of change between last year and this year, which once again indicates that there is an opportunity for growth.

PESTEL Analysis
Political
Recent events in British politics, such as brexit, could lead to new challenges for discounters, as a fall in the pound could lead to higher prices. (The Telegraph, 2016/ Armstrong. A) Because lidl purchases about 70% of its products in the UK, the price will be higher after brexit. (Lidl website, 2017)

Economic
Rising or even declining prices have led to the trend of people turning to cheap substitutes, which makes the market share of discount stores more and more. (The Guardian, 2010/ Wood, Z)


Social
Lidl faces the challenge of attracting more customers and showing all generations the value of its products. Lidl has focused on low-end consumers for the past few decades, but is now moving to upper middle and upper middle consumers to develop and compete with other retailers. (The Telegraph, 2015/ Dan Hyde)
Efforts to provide healthier products, such as lidl, will significantly reduce sugar and salt content in branded products

Technological
Lidl needs to focus on technology improvements to maintain its position and market share. In fact, in 2017, lidl signed a contract with Petersburg to build the largest regional distribution center of 754000 square feet in Peterborough. The specialty of this distribution is the use of the latest energy-saving methods and zero carbon technology, while creating about 500 jobs. (Birmingham Post, 2015/ Brown. G)

Environment
Consumers are increasingly aware of their footprints, and sustainability has become a way for companies to differentiate. It is essential to develop plans to address environmental issues in order to attract more consumers. Lidl focuses on initiatives that benefit the environment and promote its message for a better tomorrow (Lidl website, 2017) For example, Lidl to invest €1m in Ireland’s largest ever installation of solar panels. Once installed, the lidl distribution facility's solar panels will generate 1011929 kilowatt hours of energy per year through a sustainable resource, which is equivalent to meeting the electricity demand of 240 households and reducing the carbon emissions of the center by 473 tons per year.

Legal
In this part, the GMB union’s battle with Lidl at Bridgend in South Wales can be mentioned. In fact, Lidl considers that its employees are given support in the organisation, thus engaging in unions is unnecessary. This started a legal battle in August 2016 which was lost by Lidl, forcing the supermarket to allow hundreds of warehouse workers their right to union representation. (Morning Star, 2016/ Lazenby P)
