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[bookmark: _Toc33490090]1.0 Introduction
Established in 1930s, Lidl is an ambitious grocery retailer based in Germany which opened its first store in 1994 in the UK (Lidl, 2020). As such an industry that is closely relative to people’s daily lives, the competition in grocery retailing industry is intense (MarketLine, 2015). Represented by Lidl and Aldi, hard discounters are taking away the market shares of traditional ‘big four’ in the UK, relying on their low-price reputation and quick expansion (MarketLine, 2015). 
Owning convenience stores is considered by several supermarkets as an advisable way to compete with these hard discounters considering those stores make it possible to achieve the satisfying growth under a low-cost path (MarketLine, 2015). These years not only have these convenience stores improved the convenience of shopping, but also boosted the financial growth of the organisations they belong to (Sainsbury’s, 2019; Tesco, 2019).
However, given that the average stores of Lidl are comparatively small compared with the traditional supermarkets (Lidl, 2020) and the potential possibility that prices of items in convenience stores are higher than that in the supermarkets (Mortimer, 2016), whether it is feasible for Lidl to own convenience stores is worthy to be studied and that is what this document focuses on.
[bookmark: _Toc33489122][bookmark: _Toc33489414][bookmark: _Toc33490091]2.0 Project Justification
[bookmark: _Toc33489415][bookmark: _Toc33490092]2.1 Aims and Objectives
The overall aim of the project is to determine the feasibility of opening convenience stores for Lidl. To achieve that, there are three specific objectives:
· To provide an overview analysis of the market layout in the sector of supermarket in the UK including main competitors of Lidl.
· To analyse the advantages and disadvantages of owning convenience stores for Lidl and evaluate which side is more valuable.
· To provide targeted suggestions based on the result of the analysis to improve the performance of Lidl in its sector.
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When it comes the project justification, there are two main fields of significance involved which can be divided into the internal and external reasons.
· Internal- Lidl’s ambition of quick expansion. Having owned 760 stores in the UK, one ambition of Lidl is to open in total of 1000 outlets by the 2023 (Chambers, 2019).  Convenience stores are potentially in line with its goal given that with smaller store areas and lower cost, they can boost the expansion of Lidl.
· External- Behaviours of main competitors. Most of its competitors have devoted some parts of their energy to the sector of conveniences stores, for example, among 1428 stores of Sainsbury’s, there are 820 convenience stores and that proportion has been over 55% (Sainsbury’s, 2019). Moreover, one of competitive hard discounters, Aldi, which is also a grocery company based in Germany, has launched another brand called Aldi Local last year (Aldi, 2020). Although the manager denied its desire to expand its business to convenience stores, Aldi Local reflects its interest in increasing its exposure through that way. 
[bookmark: _Toc33489123][bookmark: _Toc33489417][bookmark: _Toc33490094]3.0 Business Case and Project Approach
[bookmark: _Toc33489418][bookmark: _Toc33490095]3.1 Benefits to Lidl
Lidl has been a growing power in the UK market for decades. With its efforts on efficient service and cheap quality produce, an awareness that low price is not necessarily related to inferior quality has been accepted by its customers gradually (MarketLine, 2015). To grow further, convenience format is expected to bring about the following main benefits to Lidl:
· Achieving the goal of quickly expanding. Given that the area of convenience stores is comparatively small than normal supermarkets and categories of items are limited, it is more convenient for Lidl to increase its exposure so that it can achieve its goal of opening 1000 stores in the UK by 2023 (Chambers, 2019). With a market share of approximately 5.9%, there is still space for Lidl to grow (Lidl, 2020).
· Attracting new customers. Relying on the strategy of cost leadership (Porter, 1985), Lidl is renowned as a low-price retailer. As a result, it is more attractive to frugal customers than other people (MarketLine, 2015). However, convenience stores could attract new groups of consumers such as commuters and those who seek to save shopping time (Gahinet and Cliquet, 2018). Those new customers could become potential opportunities for Lidl to grow sustainably.
· Connecting with more local suppliers. In terms of the whole value chain, the supplier is an indispensable part (Porter, 1985).  The spread of convenience stores will allow Lidl to take advantage of the beneficial resources in different places. For example, through selecting the most advantageous suppliers, it could maintain its cost in a low position (Mortimer, 2016).
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Convenience stores refer to relatively small retailing businesses that stock everyday items with longer opening time and shorter cashier lines than traditional supermarkets (Hervert-Escobar et al., 2017). To summarise, there are several main features of those stores:
· Location: The proper choice of location can become a competitive advantage of convenience stores (Wilbard et al., 2018). Proximity determines the frequency of patronage (Gahinet and Cliquet, 2018). As a result, most stores are close to densely populated communities, for example, three Aldi Locals are in Tooting, Kingston and Kilburn of London (Aldi, 2020) which is advantageous to attract potential customers.
· Items: Generally, most types of items in convenience stores belong to daily commodity, such as chilled food and food for tonight (Hervert-Escobar et al., 2017). For example, the sub-brand of Aldi, Aldi Local, does not provide those bulkier items that customers may have difficulty in transporting without a car (Aldi, 2020).
· Area: Given that there is relatively limited choice of items in those stores, they are always not as large as supermarkets. For instance, the average area of Sainsbury’s convenience stores is over 2300 square foot while that figure of its supermarket is approximate 35000 square foot (Sainsbury’s, 2019).
· Opening time: To improve the character of convenience, the opening time of convenience stores are quite long. Taking Tesco Express for example, its opening time is exceeding 16 hours (Tesco, 2020).
According to Association of Convenience Stores (2019), approximate 50,000 convenience stores contributed to over £8.8 billion in Gross Value Added over the last year, generating sales of exceeding £40.3 billion in the UK. With expanding both scale and importance, convenience stores have become an important sector in retailing industry in the UK (Rybaczewska and Sparks, 2020).
When it comes to reasons of prosperity in the convenience sector, socio-demographic factors are significant. For example, with an aging population and a shrinking scale of households, the consumption habits of customers are changing (Rybaczewska and Sparks, 2020). The proximity and time are important factors to accelerate the patronage (Gahinet and Cliquet, 2018). Relying on competitive locations and elaborately selected items, it does not take a long time for customers to find what they want. Moreover, the opening time is long enough to achieve a flexible shopping. Therefore, customers tend to decrease their purchase volumes but visit those stores more frequently (Gahinet and Cliquet, 2018).
The development of convenience stores not only brings about significant advantages to the organisation they belong to but also boosts the local economy. On the one hand, they generally allow the organisation to gain new market shares (Gahinet and Cliquet, 2018; Mortimer, 2016). Moreover, convenience format is capturing more potential customers. The essence of convenience stores is improving the convenience of shopping which is imperative for working people (Gahinet and Cliquet, 2018). Customers have become less sensible to price and the large out of town shop is being less attractive considering time consuming and indulgent trips (MarketLine, 2015) while convenience stores become more popular. On the other hand, it is reported that convenience stores created around 405000 jobs in mainland UK in 2019 and promoted the development of local economy powerfully (Association of Convenience Stores, 2019).
However, there are much pressure put on convenience format which constrains its development. For one thing, these kinds of pressure come from public concern and environmental issues. Given that many items in convenience stores are regarded as unhealthy, such as snack foods, candy and soft drinks (Hervert-Escobar et al., 2017), they are a notorious source of calories which contribute to the obesity especially child obesity that is concerned by public universally (Tran et al., 2019). Furthermore, the environment cost of convenience stores is another issue that cannot be ignored. For example, convenience stores generally have higher Energy Use Intensities (EUIs) than other buildings (Shen et al., 2019). 
[bookmark: _Hlk33291238]Correspondingly, increasing environment costs and health concern has brought about regulations in the convenience sector. In terms of public health, some suggests that convenience stores must post calorie information (Tran et al., 2019) while others advocate ‘promoting ready-to-eat fruits in corner stores to children as a price-neutral alternative to calorically dense snacks’ (DeWeese and Orhi-Vachaspati, 2017). Furthermore, the Environment Bill has been re-introduced to Parliament which is regarded as an operational challenge to local shops (Association of Convenience Stores, 2020). Given these potential extra pressure and costs, convenience format may be not so attractive to some retailing organisations to some extent. 
For another, the internal costs cannot be ignored. Considering opening early in the morning and closing late at night (Association of Convenience Stores, 2019), the labour cost tends to increase. As a result, the price of items in convenience stores is even higher than that in the supermarket (MarketLine, 2015). Considering the reputation of low price of hard discounters, it is another factor that may influence the decision of owning convenience stores for Lidl.
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Considering the serious character of decision making and the requirement of adequate and thorough research as well as professional knowledge, there are three main potential risks that are considered in the project.
· Resource risk. It refers to the macro research such as market condition and its developing trend and the micro research, for instance, the performance of convenience format of its main competitors may be not thorough enough.
· Schedule risk. It is such a kind of risk that the schedule made before may be interrupted by potential unknown reasons so that the process of the project may have to be revised.
· Lack of representativeness. Given the limitation of time and location, the primary research could only be conducted in a limited range of communities which would bring about a potential risk of that the representativeness is not enough when it comes to the result of primary research.
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Primary research usually refers to the involved information needs to be gathered by self-conducted research methodology which determines that it requires a relatively long time to carry out (Bradley, 2010). The primary research of this project will be mainly conducted by the way of questionnaire. The questionnaire will focus on three aspects. 
· Public opinions about the most significant advantage when they decide to shop in Lidl. Given that there are several benefits of convenience stores such as proximity and time, this part of questions aims to find the most competitive advantage of Lidl’s potential convenience stores. Moreover, it is also a process of gaining a better understanding of the organisation itself.
· The test of potential failure. This part focuses on measuring the influence of potential disadvantages of convenience stores. For example, considering the price of items is a little higher than that in normal supermarkets, whether consumers would like to pay for a higher price could determine the impact of this factor.
· Public suggestions of an ideal convenience store. Some questions will be offered which aim to understand the expectation of consumers towards a satisfying convenience store, including the type of items, the opening time and the number of check-out machines.
Through analysing the result of recalled questionnaires, a better understanding of the feasibility for Lidl to own convenience stores will be expected to achieve.
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The secondary research always provides basic knowledge on what pertain information had been already compiled by other researchers in the past. Considering there are numerous information, it requires the researcher to identify the relevant sources and apply them properly (Bradley, 2010).
As for this project, first, S.W.O.T Analysis which was developed by Humphrey in 1960s is an eligible tool to carry out an analysis of external and internal environment of Lidl (Madsen, 2016). They stand for strength, weakness, opportunity and threat. Fig. 4-1 displays a rough S.W.O.T Analysis of Lidl.
Second, when it comes to the explanation of advantages and disadvantages of this strategic decision, Porter’s Five- Forces Model and Porter’s Generic Strategies will be applied. The application of these models will be supported with appropriate research from published sources such as journals like Foodservice Research International and Journal of Retailing, organisation websites like Lidl, Aldi as well as other academic sources. Fig. 4-2 indicates the advantages and disadvantages that will be discussed.
Finally, several targeted recommendations according to the result of primary research and the analysis of secondary research will be given in order to promote a better market performance of Lidl.
[image: 图片包含 屏幕截图

描述已自动生成]
Fig. 4-1 S.W.O.T Analysis of Lidl
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Fig. 4-2 Advantages and Disadvantages of Owning Convenience Stores
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An initial project plan is demonstrated in the Fig.5-1. The plan is divided into three stages and the time span is from 29 January to 8 May.
[image: ]
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