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2. [bookmark: _Toc496043657]eXECUTIVE sUMMARY
Strategy is an important aspect of modern day business. This is especially true with environments becoming more and more competitive and thus various models and theories have been tried and tested in an attempt to aid businesses achieve competitive advantage. It is from these that it can be determined that Lidl strives to maintain a low cost strategy in which it attempts to keep costs low to allow them to offer low prices. This however may have led to them making their competitors overly aggressive, due to being unable to match the prices that Lidl sets, leading to price wars in which their competitors have attempted to undercut Lidl while endangering their suppliers’ livelihoods. This makes it difficult for Lidl to achieve what is known as a blue ocean strategy as it is impossible to ignore their competitors in an environment in which they are repeatedly being dragged into price wars. But how does their overall strategy impact their customer care? Due to the reduced levels of staffing in stores to maintain their overall low costs, staff are trained to work faster and on multiple jobs. This gives them little time to interact with and help customers. They have begun to introduce self-service tills to some, but not all of their stores, doing so could surprisingly be beneficial to customer care. Despite the further reduced levels of customer interactions within stores due to these machines being able to serve customers in a language they are more comfortable in than with an employee who is restricted to what languages they may know. This is not to say Lidl has a poor overall level of customer care as they have a social media team dedicated to interacting with the public. However as things become more automated, who will be able to determine whether it truly is a person on the other end of the screen during any interaction? As such it may be a wise recommendation that should Lidl eventually go down the path of automating aspects outside of stores that they at least maintain an over the phone customer support that is human for those who prefer the guarantee of being able to speak with an actual person.










3. [bookmark: _Toc496043658]Introduction
Over the years it has become apparent that the concept of strategy is integral to a successful business (Hayes, 2002, Dixit, Nalebuff, 2008). This has however, led to some debate as to what actually defines strategy, with concepts of strategy being constantly scrutinised and subject to adaptations. There has been a large volume of differing opinions (Porter, 1997, Besanko, et al, 2009, Dawkins, 2019). Prominent theorist Michael Porter (1997) defines strategy as the competitive position business has taken by garnering an understanding of both the market and its competitors, allowing it to differentiate itself. This viewpoint is not too dissimilar to one widely believed in ancient China due to Sun Tzu (2019), a specialist in strategies, believing that knowing yourself and your enemies will lead to many victories in the future.
Strategy not only has many definitions, but also has numerous models for determining an organisation’s strategy or aid in its understanding of both the micro and macro environments to help realise one (Perera, 2017, Gurel, Tat, 2017, Loredanna, 2017). Making use of these will be crucial for understanding and developing strategies within the organisation to be discussed. Lidl.
Lidl, a company known for its low prices and ability to break into already saturated markets (Gielens, 2018, Choi, 2017) has been around for over 50 years with its origins rooted in Germany (Lidl, 2020). It later expanded into both France and the UK in the 1990’s going so far as to be recognised as a significant competitor to the supermarket giants such as Asda or Tesco (Statista, 2020). Eventually Lidl even managed to break its way into the US (Schmid, et al, 2018), an incredibly saturated market. With this level of growth it is very important that Lidl has the appropriate strategies to meet a satisfactory level of customer care.

3.0      Strategic Analysis
Strategic analysis is important in dictating the direction that an organisation will take, be it in a direction that focuses on garnering customer loyalty or keeping costs at a minimum to maximise profits (González-Rodríguez, et al, 2018). There are so many possibilities that it is important to narrow them down and determine which is most suitable for the organisation and current markets (Hacklin, et al, 2018). Failing to appropriately strategise or come up with a strategy at all will only lead to failure (Boge, et al, 2018)  as will an overall poor level of customer care. 

3.1 Porter’s Generic Strategy
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Figure 3.1: Generic Strategy Chart

Porter’s Generic Strategy is the traditional method in which businesses determine their overall strategy as a business (Tanwar, 2013, Pulaj, et al, 2015). This is usually done by conducting a SWOT analysis on each segment in order to determine a best fit. These segments are based on how they hope to achieve their competitive advantage as well as the scope of their target (Vitard, 2017). Lidl in particular, with its strategy of ensuring that its costs are kept low while also maintaining a large scope on the market (Shaikh, et al, 2018). Doing so has led Lidl to  tap into a demographic of those on lower incomes that its competitors have trouble maintaining hold of (Schmid, et al, 2018). As such, it could be argued that the presence of Lidl in economic markets have sparked the need for its competitors to initiate price wars in an attempt to claw back this lost market share. In more recent years however, it has been determined that this method of figuring out an organisations desired strategy is outdated due to how narrow and limited the possible strategies are (Sumer, Bayraktar, 2012). Instead, they now turn to what is known as Bowman’s strategy clock.

3.1.1 Bowman’s Strategy Clock
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	Figure 3.2: The Strategy Clock

As opposed to the four strategies laid out by Porter’s generic strategies, the strategy clock indicates seven viable strategies with one to indicate a strategy guaranteed for failure (Shakshir, 2014, Utrilla, et al, 2012). On this clock it is possible to label Lidl as either in the low price, or low price with low added value category, depending on how much value a person perceives the brand actually adds to the overall products. The fact that it is difficult to clearly define a business in a single category with this method can prove to be problematic, as it may lead to an organisation being mislabelled and resulting in future strategies based on it not working as effectively (Echchakoui, 2018). It may however be possible for Lidl to periodically revaluate its standing based on this particular model in order to readjust its approach. This however would require greater time and effort to be invested in order to carry out the analysis more frequently, yet it may still prove useful enough to get the correct strategy in place at all times to achieve an understanding of what type of customers shop at Lidl to improve customer care.

3.2 SWOT/SOAR/TOWS
SWOT, otherwise known as strengths, weaknesses, opportunities, and threats, is a common tool used to identify key micro environment aspects of a person or business (Sarsby, 2016, Valdos, 2019). This is done by analysing the four key areas of a business in order to determine points which can be developed further or actions that need to be taken to avert crisis (Phadermrod, et al, 2019). The lesser used variant is that of SOAR which forgoes the negative aspects of SWOT, weaknesses, and threats, in favour of a more positive outlook with both the aspirations and results of the business or person (Stavros, Cole, 2014). The reason for this being that the negative aspects can become too much of a focal point for the conductor of the analysis and lead to a downward spiral of negativity (Khavarian-Garmsir, Zare, 2015, Deveau, 2015). The issue with this however is that without the inclusion of these negatives they cannot be learnt from, so instead these weaknesses and threats will continue and potentially grow as no action is taken. This is due to the concept of failing to learn from one’s past mistakes means that they are doomed to be repeated (Santayana, 1905). Thus an amalgamation of the two, wherein the additional positives of SOAR are combined with SWOT and its negatives to form a concept that overall still has more positive categories while still maintaining a level understanding of where things have or will go wrong. However, for the time being the basic SWOT method will be used for these purposes.

3.2.1 Strengths
Lidl has a major strength in its own brand products, produced at a very low cost due to economies of scale and in some instances, lower quality ingredients, thus allowing them in turn to keep their prices low (Cho, Moon, 2000). This has served them well in drawing in customers looking to cut back on spending, which will be increasingly apparent as the world’s economy continues to struggle during and after the current situation of Covid. This has also made them extremely competitive as a supermarket as very few are able to achieve the same low prices. It is worth noting however, that while this is indeed a strength of Lidl, it can easily backfire if Lidl puts too much into the prospect of economies of scale as it could result in what are known as diseconomies of scale wherein they would instead incur larger costs instead (McAfee, McMillan, 1995, Canback, et al, 2006).

3.2.2 Weaknesses
However, despite being one of its greatest strengths it can also be seen as a potential weakness in that keeping its prices low, also acts as a deterrent to specific demographics who see these low prices as beneath them, and that the products themselves must be of low quality (Bornemann, Hornburgg, 2011, Yan, et al, 2014). This, however, is very difficult to change without going completely against the overall strategy of Lidl, as it is almost impossible to appeal to all demographics with a single strategy. 

3.2.3 Opportunities
Lidl currently has plenty of room to expand into other countries. However, it would be advisable to wait until the world economy stabilises before embarking on such large scale endeavours. The argument could also be made that this would be or, be near, the perfect time to do so as it may be possible to capitalise on consumers’ lower budgets ensuring a steady stream of new customers even in countries newly ventured into. Another possibility would be to instead expand on their own brand products, adding to their already vast array as an alternative safer option.

3.2.4 Threats
The most obvious threat would be that of Covid. Covid in itself may make it harder for Lidl to keep costs low, potentially jeopardising their entire strategy (Fernandez, 2020, Ozili, Arun, 2020). However, if these cost increases do not impact prices too heavily then it may be possible for it to become a positive as more and more people attempt to look for cheaper alternatives to Lidl’s competitors. Another such threat may come of the price wars waged on Lidl by its competitors as well as being one of the few UK supermarkets not to offer delivery. Price wars are the actions taken by businesses in order to attempt to undercut their competitors in order to gain a larger share of the market (Sotgiu, Gielens, 2015, Lewis, Perry, 2012). This is an issue because in some instances, such as the price war on milk, it is causing such industries to go operate at a loss to the point of potentially closing. This would in turn lead to  a loss of crucial suppliers (Financial Times, 2015). Lidl is however hoping to tackle issues such as this as they have invested a large sum into sustaining the UK farming industry (Harris, 2019).

3.2.5 TOWS Analysis
[image: ]
Figure 3.3: TOWS Matrix
The TOWS matrix is a tool used to make up for the shortcomings of a basic SWOT analysis, in that it does not provide and in-depth analysis as to the correlation between the four categories (Danadage, et al, 2019). Through the use of TOWS, it can be identified how strengths can be used to capitalise on the opportunities identified in what are known as Maxi-Maxi strategies, as well as how to reduce the impact of threats by utilising strengths through Maxi-Mini strategies, with similar patterns for the other two combinations (Mugo, et al, 2017, Cerny, et al, 2018). In this instance it may be possible for Lidl to use their strength of maintaining low costs to help them with various opportunities of expanding into other countries in what would be a Maxi-Maxi strategy. The strength of their low costs, which leads to their low prices, would also prove to help them mitigate the impact that the threat of Covid would have on them as these low prices would be more appealing to a wider variety of customers now on a tighter budget thus becoming a Maxi-Mini approach to the situation. It could also be said that this in turn could lead to a sort of Mini-Mini strategy as the fact that with the threat of Covid, their weakness of public perception seeing them as an inferior place to shop diminishes.

3.3 PESTLE Analysis
A PESTLE analysis, or Political, Economic, Social, Technological, Legal and Environmental, is a group of macro environment aspects that are examined, usually in conjunction with a SWOT or SOAR analysis, in order to gain a full understanding of the environment as a whole (Ho, 2014). PEST complements the narrower analysis that SWOT or SOAR provides with an attempt at looking at the bigger picture by observing various aspects that may be outside of Lidl’s control (Sammut-Bonnici, Galea, 2015). By doing so it makes it possible for Lidl to either capitalise on or mitigate these factors as much as possible with their limited influence on them.

3.3.1 Political
Political aspects are the likes of taxes and tariffs passed by government. In particular taxes such as the one on sugary drinks’ impact Lidl as it means they are unable to retain  higher sugar content in their own brand drinks without being hit with increased costs and in turn increased prices(Jones, 2016, MacGregor, Hashem, 2014), thus going against their entire strategy. It was possible for Lidl to avoid any such additional costs by lowering the sugar content which in turn may have made it less appealing to some but may have made it more appealing to those unable or unwilling to have high sugar levels in drinks.

3.3.2 Economic
The biggest economic factor would of course be that of Covid, as it is speculated that it will have larger economic ramifications than that of the 2008 crash (World Economic Forum, 2020). However, as determined during the SWOT this may prove either extremely detrimental, or work out in a positive manner for Lidl. While it may drive costs up, if Lidl can maintain existing prices on its products, it should be able to draw in customers who can no longer afford to go to their more expensive competitors  (Durkan, 2012).

3.3.3 Social
The most common social impact to have an influence on Lidl, is the perceived notion that if a product has a low price tag then it must be of low quality, as opposed to being a product that is value for money (Pyotsia, 2018). Because of this it is difficult for Lidl to tap into a large portion of the economic market based on standard of living. This may very well change also due to Covid, as more people may have no other choice than the cheaper alternative they used to perceive as being of lower quality. This may only be temporary as it can be difficult to change long term public perception (Haines, Spear, 1996).

3.3.4 Technological
With regard to technological influences, there may be some that Lidl can invest in, in order to achieve a lower end cost. An example of such would be that of taking on board the concept of employee-less stores that Amazon has tested in the US (Amazon, 2020). These stores simply consist of customers scanning a barcode when they enter and scanning again when they leave, thus potentially only needing an employee or two in store for refilling shelves. This would reduce what tends to be most businesses largest overhead. It may however prove difficult and expensive to rework all stores however, which is not a problem Amazon would have had. Another issue is that it reduces customer interaction and as such customer care may suffer. It is then a question of whether the benefits of an increased level of automation outweigh these factors.

3.3.4 Legal
With legal factors, one aspect in particular has a large impact on Lidl’s overall strategy and that is minimum wage (Ahlfeldt, et al, 2018). The minimum wage is generally increased regularly, which then impacts Lidl’s biggest cost, employees (Cengiz, et al, 2019). Lidl then either has to find a way to cut its own costs elsewhere or raise the price on their products to maintain the same level of profit. The latter being less preferable for Lidl. Potential ways around it, however, would be to look into how they can operate and not need require as many employees, given that Lidl already has limited staff number, the next potential step would be that of moving towards an automated store, as brought up when discussing technological factors.

3.3.5 Environmental
An important environmental factor would be that of the amount of plastic waste that comes out of products sold by supermarkets (Marrucci, et al 2020, Letcher, 2020). However, Lidl is already taking appropriate measures in order to tackle this issue (Lidl, 2020). Through methods such as increasing the amount of in-store waste plastic that gets recycled globally, as well as making a promise that by 2025 they will reduce the packaging of own brand products by 25% (Young, 2020). Should Lidl fail to meet this, they may receive backlash over empty promises and become less trusted by their consumers.

3.4 Stakeholder Analysis
It is important to understand the numerous stakeholders an organisation may have, especially in order to carefully determine which stakeholders require more attention than others based on how much power they may have as well as the level of interest on the business (Brugha, Varvasovsky, 2000, Goodpaster, 1991).
[image: Stakeholder analysis - Wikipedia]
Figure 3.4: Mandelow’s Matrix
In terms of Lidl, it would have numerous stakeholders such as its customers, who would have great interest in the Lidl yet a low amount of power to influence it thus the appropriate course of action would be to simply keep them informed of changes while maintaining a high level of customer care to ensure satisfaction. Another such example would be government tax offices. These would have great power over Lidl as well as a keen interest as they would be eager to ensure the correct amount of tax is being paid. One more example would be that environmentalist groups, who would want Lidl to keep their carbon footprint low. However, this stakeholder could be categorised very differently based on the size of a group. Regardless this would still be one for Lidl to keep an eye on due to the rise in concern over the amount of plastic waste that comes out supermarkets as of late (Marrucci, et al 2020, Letcher, 2020), as identified within the PESTLE analysis. It is important for Lidl to keep on top of identifying key stakeholders when they arise to avoid missing out on potential opportunities or open themselves up to the threat of angering these stakeholders.

3.5 Static and Dynamic Environments
Static and dynamic environments refer to how an organisation reacts to change, to adapt and correct the way they behave as a business in the face of adversity i.e. a dynamic environment, or a static environment where the business is rigid, refuses to change and takes all problems head on, believing that a tried and true structure will pull them through Ghemawat, Ricart Cost, 1993, Geraldes, et al, 2019). In terms of Lidl they could be classified as a dynamic organisation as it they have been able to adapt to situations such as that of Covid. While dynamic structures seem to be a step ahead of static ones, they do come with their own flaws. Dynamic style structuring suffers from the typical problem of requiring more resources to function, as greater attention is needed to be put into plans to predict how events will impact them should they choose not to adapt, as well as the time to utilise these resources in order to actually implement change (Kim, et al, 2007).

3.6 Blue Ocean and Red Ocean Strategy
The terms red and blue ocean refer to the state in which all businesses exist. Red ocean, named as such for the cutthroat behaviour within competitive environments (Kim, 2005), consists of all businesses that exist to this day, this is of course includes Lidl. The characteristics for red ocean are especially indicative of the competitive environments in which Lidl exists due to the frequency of price wars simply to undercut each other by a small margin for even a sliver of market share. Blue ocean on the other hand is what appears to be an interpretation of what untapped economic markets may look like, one which all businesses should hope to tap into like a gold rush (Mi, 2015). It would be difficult for Lidl to completely operate in a blue ocean strategy however due to the provocation of its competitors making it hard to ensure that they are irrelevant. When it comes to customer care a blue ocean strategy would be preferred. This is because in a red ocean strategy environment, customer care is less of a focus due to the emphasis on beating the competition as well as exploiting customer demand as opposed to creating it.
[image: ]
Figure 3.5: Red Ocean vs Blue Ocean

3.7 Porter’s Value Chain
The value chain proposed by Porter (1985, Simatupang, et al, 2017), Is a framework used to determine how value is generated in the creation of a product. Split into two distinct categories, primary, which involves the  activities directly related to the production and sales of a product,. And support activities which contribute to generating value but do not have a direct link (Zamora, 2017). For example, primary activities of Lidl would consist of receiving and storing their various products to the point of which these products are sold to customers. Support activities on the other hand would be how Lidl runs the overall business.
[image: Value chain - Wikipedia]
Figure 3.6: The Value Chain
This model has started to come under scrutiny as it does not include a key emerging factor in what generates value, and that is social media (Rhemann, 2017). Social media has made huge leaps in adding value by being able to interact with consumers, be it providing after care or additional promotion for the products (Littlewood, et al, 2017, Bunea, et al, 2019). In fact, social media has become so big in this regard that a whole industry has arisen from this known as ‘’influencers’’ who will promote your products or service to their numerous followers (Khamis, et al, 2017, Lim, et al, 2017). However, due to the diversity of Lidl’s product range it may be difficult for them to incorporate influencers into their value chain, may yet still be possible through raising awareness of the overall brand. In fact, having a semblance of presence on social media would still go a long way to improve customer care through being able to more easily address customer queries and issues.

3.8 Ansoff’s Matrix
[image: ]
Figure 3.7: Ansoff Matrix
The Ansoff matrix is tool used to determine where product lines fall within the economic market, especially one that is very competitive, in order to find its niche (Loredana, 2017, Yin, 2016). This may range from products that are already in circulation to new ones with an existing market in mind. This would  of course be different for every country a business exists in, as a product that is already prevalent in one place may not be available elsewhere or may be available but not for a certain market. Lidl would fall within the category of existing products regardless of where it goes due to the nature of supermarkets (Martins, 2020). However, what is not as commonplace, is the affordability of Lidl products, meaning it may be classified as entering new markets in some areas. This is because affordable products would be targeting a demographic that is on a tighter budget than that of its competitors. As such, it would be possible to label Lidl as an organisation that falls within both market penetration and market development. It is however possible for Lidl to try to change their current classification if they were to put more emphasis on their marketing than they already do, as they already invests into their televised advertisement. This is unlikely though as it would increase overall costs, going completely against the entire plan. The issue with the Ansoff matrix as a tool is that it is too simple (Cleberg, 2019). As such, it allows for important details to be ignored or under evaluated meaning that it would need to be complemented with other forms of analysis to appropriately  achieve an understanding (Tsatsoula, 2018).



















4.0 Customer Care
Having analysed the micro and macro factors affecting Lidl, as well as its overall approach to business, it is now imperative to determine how it approaches customer care and how its strategies may have an impact on it. With Lidl making use of a low cost strategy it can be difficult to determine what methods of customer care would work that are not overly expensive and thus go against their overall business plan. An example of such is that due to how their employees have been trained to get tasks done as quickly as possible so that fewer staff are needed in stores, the customer care at the checkout level is greatly diminished (Kamran, 2018). It could be argued that this is not too detrimental as people are not accustomed to talking at checkouts as they once were due to the implementation of self-service checkouts having become more prominent in the past few decades (Ocejo, Andrews, 2020). However, Lidl is yet to implement these self-service checkouts in the majority of their stores themselves (IGD, 2014). If their currently level of customer care at the checkout is comparable to that of a self-service check out then it may be worth the initial cost of setting these up as it would free up staff to work on other tasks, or cut back on staffing levels (Sharma, et al, 2020). It may even be beneficial for customer care to switch to these self-service machines as it may be easier to have them set to work in multiple languages than have staff on hand capable of speaking them. This is especially useful in countries where its native language is seeing less use such as Wales (Kaur, Malhotra, 2018). This brings up the overall argument of whether human interaction is really needed with regard to customer care. One thing that Lidl is already doing to greatly bolster its level of customer care is in its social media team (Rossetti, 2018), which interacts with the general public on a daily basis at a low cost thus not interfering with Lidl’s plan. It could someday even be replaced by an automated system provided it is difficult for people to determine that it is not a human working the account (Cerf, 2018). This would of course all be down to whether the AI programmed for the task passes what is known as the Turing test, to see if an AI is able to think and act like a human (Levesque, 2017, Lowe, et al, 2017). If at some point this becomes commonplace then there may come a time in which human to human interaction in the form of business to customer will be obsolete (Alarifi, et al, 2016). This of course all falls in Lidl’s favour long term should they be able to keep up as it would allow them to cut their biggest cost further, their employees. There is one such avenue where human interaction may survive within customer care and that is through phone calls. While many businesses have taken to using automated systems already, it is much more difficult to get an automated system that can pass the Turing test over the phone (Leviathan, Matias, 2018). As such it has a high likelihood of negatively impacting the positive levels of customer care, making it advisable that Lidl at least maintains this level of human to human interaction in at least their telephone support. Lidl have however, also been developing an app for customers making it convenient for them to be able to find the latest offers, deals nearest store, etc, regardless of which country they may be in (Lidl, 2020). This has plenty of scope for expansion as it could also be used to incorporate ties to their social media team, or easy access to customer support through a direct call or by instant messaging.






5.0 Conclusion
Overall, it would appear that Lidl is remaining strong to its overall low cost strategy, making it a successful one despite the current global situation, to the point of perhaps even benefiting from it. On top of this, there are still plenty of opportunities for them to adapt and expand without compromising the way in which the company is run. It has sadly been identified however that due to the competitive nature of their competitors it is extremely difficult for them to achieve as much success as they could have due to the numerous price wars. This could be seen as Lidl’s own fault due to them being one of the few to be able to achieve such low prices thanks to their well implemented low cost strategy. As such, things are unlikely to change unless there is government intervention to halt this sort of practice due to the damaging effects it has on the UK economy. This makes it difficult for Lidl to achieve that blue ocean strategy status. Yet, even with a low cost strategy such as theirs, they still manage to maintain a strong presence within their customer base through their social media team leading to an overall adequate customer care strategy on their part at the very least as it adapts to fact that more and more people using these social media platforms for communication.

5.1 Recommendations
While things continue to look good for Lidl, it can still look into bringing more levels of automation to their various stores, by introducing self-service checkouts, especially ones that can handle multiple languages to accommodate those who speak other languages, to their remaining stores. This could perhaps even look at making them fully automated much like that of Amazon’s own stores and cut back on costs. These changes that will lead to overall cost reductions could allow for possible investments in their social media team or additional avenues in which they can approach customer care.
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Red Ocean Strategy e Blue Ocean Strategy

Compete in existing market space. Create uncontested market space.

Beat the competition. Make the competition irrelevant.

Exploit existing demand. Create and capture new demand.

Make the value-cost trade-off. Break the value-cost trade-off.

Align the whole system of a firm's activities with its strategic Align the whole system of a firm's act
choice of differentiation or low cost. differentiation and low cost.

© Chan Kim & Renée Mauborgne. All rights reserved.

W. Chan Kim & Renée Mauborgne coined the terms red and blue oceans to denote the market universe. Red oceans are all the industries in
existence today — the known market space, where industry boundaries are defined and companies try to outperform their rivals to grab a

greater share of the existing market. Cutthroat competition turns the ocean bloody red. Hence, the term ‘red’ oceans.

Blue oceans denote all the industries not in existence today — the unknown market space, unexplored and untainted by competition. Like the

'blue’ ocean, it is vast, deep and powerful —in terms of opportunity and profitable growth.

The chart above summarizes the distinct characteristics of competing in red oceans (Red Ocean Strategy) versus creating a blue ocean (Blue
Ocean Strategy).
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