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[bookmark: _Toc496043657]                                         1.  EXECUTIVE SUMMARY
[bookmark: _Hlk23927572][bookmark: _Toc23885248]This report is intended to explore the competitive strategies implemented by Lidl and how successfully these strategies are executed. The company’s profile is deliberately studied for identification of the strategies which brought this company to its present status. A critical analysis on the adopted strategies, mentioning the advantages and the disadvantages, and a way forward for Lidl’s best interests is also included in the report. Lidl Stiftung & Co. KG was initially a Germany-based company which has started in 1994, and now after serving for 25 years it is one of the leading European food retailers with 760 stores and three regional distribution houses all over Europe and the United States. They will be soon competing market giants’ supermarkets like Tesco, Morrison’s & Walmart etc., by their outstanding strategic approach ‘low price for high quality’. They maintain position of discount stores by applying various approaches of cost reduction such as fewer inventories, offering 2 varieties of their private labeled products and national products, etc. They have gained market share of 6% in the UK market in the last year by attracting rival’s customers through their low prices in this economic instability. Lidl store marks its success through their chosen strategic decision making which facilitates them to gain high revenues, enhanced production processes and less stored inventory which has led to more in-hand cash available for investing in multiple businesses. However, Lidl may have to face competitive downfalls based on customers’ perception of their products as low quality because of the low prices were not all locations around the globe need low pricing products. This means that sticking solely to this strategic aim can cost a lot to Lidl in era of economic stability.
2. Introduction   
[bookmark: _GoBack] This report will explain the company Lidl and how it is intended to explore the competitive strategies implemented by Lidl company and how successfully these strategies are executed. The company’s profile is deliberately studied for identification of the strategies which brought this company to its present status. A critical analysis on the adopted strategies, mentioning the advantages and the disadvantages of the Lidl company.
2.1 Report Remit
In world of modernisation and economic pressures, things are changing very fast. Modern companies have to struggle in order to gain sustainability. They have to adapt increasingly according to the changing trends of the global market. To get the maximum out of the market value, they have to formulate their strategies ahead of time to meet the changing needs of consumers and employees in an organisation. Like many other businesses trying to cope with the increasing change in global trends, departmental stores also face major revolution. In 1980, departmental stores were very common but afterwards their popularity was sidelined by hypermarkets and discount stores. In this regard, “Discount stores are expected to be a leader in the future” ( Yoo & Chang, 2005). Like all other supermarkets and stores, Lidl is also formulating its strategies to meet the changing needs of globalisation. This report will analyses Lidl’s competitive strategies and its effective struggle in competing globally.
2.2   Background of the Organisation

Lidl Stiftung & Co. KG is a Global discount supermarket chain which aims to modernize the grocery shopping experience worldwide by offering low prices for products. They have a simple store layout to give customers a hassle-free shopping experience. As mentioned by (Bearden, 1977), “consumers choose stores that they feel close to their self-image” ( Yoo & Chang, 2005). Lidl was founded by Schwarz family as a wholesaler in 1930 in Germany. They expanded into hypermarkets as ‘Kaufland’ and discount stores as Lidl. The first Lidl store was opened in 1973 in Germany with 3 employees and 500 product lines initially. By 1977, the number of stores increased to 33 and inn 1990, it started opening its stores outside Germany and expanded throughout Europe. Today, it is one of the main players in the European food retailing market. In 2003, the first Lidl store was opened in Sweden where the number increased to 140 stores in less than 5 years. The Expansion is planned to reach Canada, Australia and Mexico. The mission of Lidl is (Lidl, 2019):
· To deliver outstanding customer satisfaction.
· To ensure market leading quality and value by constantly innovating and optimising efficient processes, driven by technology and people.
· To work with business partners in sustainable relationships, contributing positively to local communities.
· To achieve long-term success by investing in the recruitment, training and development of Lidl’s people.
Recently, Lidl’s market share increased to 5.6% from 5.2%which is shown by statistics on market shares of grocery stores in Great Britain from August 2012 to August 2019, Figure 1. Lidl has gained market share every year while Tesco being the main market player losing its shares. The reason behind this shift of market share is the consumers’ shifted preferences from big stores to discounted stores. Lidl plans to reach 2000 stores in the United states by 2020 as Johannes Fieber, CEO of Lidl US, stated: "We are committed to long-term growth in the United States and always strive to locate in the most convenient locations for our shoppers, and these new stores are part of the next steps in our US expansion" (Peterson, 2019).
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   Figure 1: Market share of grocery stores in Great Britain from August 2012 to August 2019 ( (Wunsch, 2019)


2.3 Lidl’s Competitive Strategies

The word ‘Business’ is a well-known terminology, defined as "the activity of providing goods and services involving financial, commercial and industrial aspects" (Osterwalder, Pigneur , & Tucci, 2005). Every business needs some strategic knowledge for making the right choices of using some business models, or methods defined by expert scholars. Referring to the WordNet 2.0, the model clarifies complex procedures which are more understandable. In this context, (Magretta, 2002) argues that models and business strategies appear as the same idea in the literature. Some researchers have a debate on these two definitions, while others believe in these as ‘everything that the business believes to give them a competitive advantage’ (Stähler, 2002). On the other hand, (Campbell, Edgar, & Stonehouse, 2019) State that a strategy is a generic term which can be used for many purposes, e.g. for a football match or military training. In the same context, Professor Chandler of Harvard business school simplifies its definition as “Strategy can be defined as the determination of the basic long-term goals and objectives of an enterprise and the adoption of courses of action and allocation of resources necessary for carrying out these goals” (Baker, 1992).
For gaining a competitive advantage, businesses utilise several strategic models. This report focuses on the Michael Porter's Generic Strategy that is used by Lidl for a better utilisation of resources and competitive advantages. Michael Porter explained “Competitive advantage grows out of value a firm is able to create for its buyers that exceeds the firm's cost of creating it. Value is what buyers are willing to pay, and superior value stems from offering lower prices than competitors for equivalent benefits or providing unique benefits that more than offset a higher price. There are two basic types of competitive advantage: cost leadership and differentiation.” (Tanwar, 2013).
In terms of the Porter’s Generic Strategies, there are four generic strategies, namely: Differentiation (unique product); Cost leadership (quality products at cheap cost), differentiation focus (Unique product offering in a focused market) and cost focus (Lower cost in a focused market), Figure 2. Lidl positions itself as a global discount store under the umbrella of Schwarz group. It enjoys being the most value-driven supermarket in industry (Dolguia & proth, 2010) Starting from Germany, Lidl has become one of the largest retailers with 600 outlets in the UK and more than thousand stores in Europe (Butler, 2014). Lidl started dominating the European discount markets after setting up their production houses outside Germany in 1990s.  
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Figure 2: Porter’s generic strategies ( (Business_Balls, 2019)
3.  Critical Review of Lidl’s Competitive Strategies

Based on the SWOT analysis, Table 1, the focus should be on its competitive strategies through the Porter’s generic model. As shown previously in Figure 2, four generic strategies of the Porter’s model are considered, namely: Cost leadership, differentiation, differentiation focus and cost focus (Porter, 1980). By reviewing Lidl’s operations inclusively, one can have a clear understanding that Lidl uses the cost leadership strategy as its main competitive strategy. The major brands increase their market share by charging the lowest possible prices through cutting off their production costs. These strategies help to achieve a sustainable competitive advantage in the retail industry. Moreover, the various brands employing only the cost leadership strategies are at great risk as any other low-cost producer can enter the competition by offering lower pricing, hence making it impossible for the brand to maintain its competitive advantage. For the sustainability of a position, three aspects are considered essential: the capital for an updated technology to reduce the cost, the efficient logistics and distribution and the factors contributing towards the low cost, i.e. cheap labour, material or distribution. Lidl could have used any other strategy such as differentiation, cost focus or differentiation focus as its competitive strategy, but it simply employs the cost reduction strategy, which involves the no-frills approach, the cost minimization as their competitive techniques. The reason behind their strategic decision is that they positioned themselves as a discount retailer, however, while invading new markets, they will need a durable strategy for their entrance into the market of giants such as Tesco, Aldi, Wal-Mart, etc., (Morschett, Swoboda, & Klein, 2006).
Lidl claims that they sell high quality products at the cheapest cost possible in the UK grocery market. The reasons behind their low pricing is due to the followings (Hanbury, 2017):

1. Large-scale production to achieve economies of scale.
2. Most of its products are private-label brands which enables the elimination of other distributors and gives more control over the product pricing to Lidl. 
3. Offers limited variety of products. e.g. offering two brands only for one product.
4. Fast moving inventory stock. 
5. Comparatively small stores (20,000 ft3 with about six aisles in the whole store)
6. Keeps labour cost down by using efficient technologies and automations.
7. Quick speed up re-stocking, by displaying products in shipped packaging.

Lidl needs to continuously hunt for ways to reduce costs at all levels to maintain the strategic position. Lidl knows how to operate in foreign markets, they possess extensive knowledge of their customers and their preferences, which enables them to outperform from their competitors in the UK. Lidl is perceived as a market-oriented company amongst other supermarket retail industries with customer-led marketing strategy. Recently, Lidl increased its market share through their remarkable business processes, and it aims to keep increasing its share by cutting other rivals share from the market growth by lowering their processing cost. Referring to (Doyle, 2000), “All competitors can grow, which acts to reduce the destructive price competition and margin erosion”.  While competing with their opponents, their growth strategies are:
· Introducing superior products from different brands to attract the highest socio-economic groups. By stealing their competitors) market share, such as Marks & Spencer, Sainsbury’s, Morrison’s, etc., can attract their customers through weekly or daily offers which is advantageous. 
· Monitoring the customer’s turnover ratio and decreased loyalty by launching a website named ‘My Lidl’ as counter solution (Hobbs, 2016). Basically, the website was launched for the online community to interact by rating the products and giving feedback on products and services. In 2015, the smart shopper loyalty cards were also introduced to increase the customer loyalty. 
· Employing a solid marketing approach which is ‘low price for a high quality’. They have their slogan “Big on quality, Lidl on price” to attract budget conscious customers. 
· In 1977, they have renamed their brand from ‘Schwarz Group’ to Lidl Stiftung & Co. KG after Ludwig Lidl’s name, because Schwarz Market is known as the ‘black market’ (Kochova J. , 2018).
· They have limited products offering mostly their private labelled products or national products of a lower product cost due to the bulk procurement. National products specifically help building strong relationship with local customers (Deleersnyder, Dekimpe, Steenkamp, & Koll, 2007).Their stores mostly have non-food items, i.e. hot food, unlike its competitors and Lidl also offers in-store bakery making a competitive edge over others.
Overall, Lidl’s competitive strategy was successful in Europe and the United States. They changed the outline of the British retailing market by lowering down margins and offering low prices, hence pressurising opponents to decrease their prices (Kochova & Drakulevski), Figure 3, (Hausman & Leibtag, 2007).
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Figure 3: Quality-price positioning map (Houghton, 2019)

[bookmark: _Toc23885255]3.1 Conclusion & Recommendations:
Lidl’s success needs to be sustained to become a market leader in the next few decades. They know very well what their customers want and how they are going to give them. Their timely strategic decision of positioning them as ‘discount stores’ offering high quality products for lower prices has indeed helped them to gain a high advantage in the market. Apparently, their cost reduction strategy resulted in an improved processing and production policy. Their timely re-stocking and fewer stored inventory enabled them to utilise their revenues in multiple businesses. They are doing very well in the market of ‘discount stores’ as it brings them close to their customers through their deals and discount offers in this time of economic difficulty. However, they have to be proactive in displaying their strategic choices to maintain their growth in the fast-paced industry since many customers might interpret their low pricing for a low quality. In this aspect, while expanding, there is a need to study the target market preferences as not all customers prefer low pricing policies for a quality product but rather high prices for such products. On the other hand, the risk is high for Lidl which requires a thorough analysis about strategies according to the cultural preferences in overseas markets. Some additional recommendations are:

· Lidl must be proactive in formulating strategies for the time when the economy becomes strong again and the consumers’ choice shifts towards luxury brands.
· Lidl needs to engage its customers more through loyalty schemes and attractive offers for repeated buyers like discounts.
· They need to perform multiple sourcing as depending on one main supplier is risky. This will give more security and gives wider expansion opportunities.
· Brand re-positioning is required as it ensures continuous market success. Burt (2000) stated that the brand image must be enhanced for the long-term success. They also need to change the layout of their stores, e.g. store interiors need to look more modern to attract more customers.
· According to one survey, it was revealed that 63% of consumers will be switching to better quality products if their economic condition gets better (Lidl 2012). This means that there is room for improvement by upgrading the quality of sourced products.
· They need to expand to the regions where they do not operate yet to increase their market share worldwide.
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