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[bookmark: _Toc25667113]Executive Summary
The report will:
1. Identify the competitive strategy that Lidl uses to establish competitive advantage. 
2. A rigorous assessment of the competitive strategy used by Lidl. Assess strengths and weaknesses.
3. Give the company some advice to help LIDL maintain and build more advantages.
The report uses journals, websites and books. Explains the cost leadership strategy used by Lidl. Including: Streamline product-based cost leadership strategy, Improved design cost leadership strategy; Material saving cost leading strategy; Labor cost reduction strategy; Benefits of Lidl's strategy:
Companies at a low-cost position can resist the confrontation of existing competitors. Faced with the pressure from strong buyers to lower product prices, low-cost companies have greater initiative in conducting transactions and can resist the ability of buyers to bargain. When a strong supplier raises the price of the resources required by the enterprise, the low-cost enterprise can have more flexibility to solve difficulties. The huge production scale and cost advantages already established by enterprises have discouraged new entrants from joining the industry and formed barriers to entry. When competing with alternatives, low-cost companies are often in a better position than others in the industry.
The disadvantages of strategy:
Affected by inflation, the cost of production inputs has risen, reducing product cost-price advantages, and thus not being able to compete with companies adopting other competitive strategies. And enterprises focus their efforts on reducing product costs, thereby depriving them of the ability to foresee market changes in products.
Suggestions:
Summary
Further control costs, but do not ignore other strategies. Under the premise of cost-leading strategies, you can carry out low-cost marketing strategies to attract customers. Do public welfare activities to increase brand influence and establish a good corporate image.
[bookmark: _Toc25667114]1.0 introduction
This article uses Lidl as an example to investigate the background of the company's competitive strategy for competition and to illustrate its actions to achieve the strategy. And critically evaluate Lidl's competitive strategy in developing its competitive position. Recognize the strengths and limitations of this strategy in the current environment. Finally, based on the results of the survey and combined analysis, appropriate recommendations are made for the direction of the organization.
[bookmark: _Toc25667115][bookmark: _Hlk24930973]1.1 background of this organization
LIDL is a global discount supermarket chain in Germany with approximately 10,000 stores worldwide and branches in Europe and the United States. The brand has a low-cost strategy every day, designed to provide customers with a worry-free shopping experience through an extremely simple store layout. The company plans to revolutionize the grocery shopping experience. The company started with a small store with only three employees and offered 500 products, and has now expanded to more than 29 countries. Lidl was founded by a member of the Schwarz family in the 1930s (then called Schwarz Lebensmittel-Sortimentsgroßhandlung). In 1930, Josef Schwarz became a partner of Südfrüchte Großhandel Lidl & Co. He is a fruit producer and has successfully developed Lidl into a wholesaler of mass food. In 1977, his son Dieter Schwarz, Shwarz-Gruppe began to concentrate on the cheap market, large supermarkets and wholesale markets. The first Lidl parity market opened in 1973 with reference to Aldi. The company has maintained steady economic growth. Lidl has pledged to donate more than 250,000 meals to local charities and community groups between November 6 and December 25, 2019. Lidl's Surplus Food Redistribution Program "Feedback" benefits a total of 1500 local community projects. Lidl's “Feedback” network helps local organizations stay up-to-date on available food and take it away from the grocery store when needed. Every store in Lidl has a positive impact on its community (Alex, 2019).
[bookmark: _Toc25667116]1.2objective
The report indicates:
1. Determine the strategy of LIDL.
2. Describe and analyze the methods used to implement the strategy.
3. A rigorous evaluation of the strategy.
4. Make appropriate recommendations for the organization.
[bookmark: _Toc25667117]1.3 Business-level strategy
A business-level strategy is an ideal way to facilitate the delivery of excellent and proactive customer service to generate better financial returns. This approach focuses on monetary demand and creates a superior return on investment. Maximize employee performance and reduce waste, creating the most profitable business landscape (Nguyen, 2019). Promoting business-level strategies is an open approach that promotes the overall goals of the organization. These results are as volatile as the approach that the enterprise implements in the spirit of enterprise-level strategy. Such operational decisions encourage more customer-facing interactions and provide enhanced service options. Enterprise-class strategies put consumers first and make shoppers at the heart of all business efforts. This is done to strengthen customer relationships and attract consumers to maintain long-term relationships with specific businesses. By attracting customers over and over again, companies can rely on the financial reliability of long-term customers to rely on this dedicated market share and improve operational stability (Cater, 2019). These strategies also require employee training and investment to support this effort. It is important to develop a more proactive workforce to improve customer satisfaction. Providing educational opportunities to promote this approach to thinking and action helps to support enterprise-level strategies.
[bookmark: _Hlk25243343][bookmark: _Toc25667118]1.4 Competitive advantages
A competitive advantage is a condition that allows a company or country to produce goods or services of equal value at a lower price or in a more desirable way. "These conditions allow productive entities to generate more sales or higher profits than their market competitors (Rose, 2019). Competitive advantage stems from a number of factors, including cost structure, brand, product quality, distribution network, intellectual property and customer service.
[bookmark: _Toc25667119]1.5 Porter’s Generic Strategies
There are three basic competitive strategies: cost leadership strategy, differentiation strategy, and key strategy. The company must choose one of these three strategies as the dominant strategy. "Either keep costs low than competitors, create distinctive features in the company's products and services that make customers feel that you are providing more value than other competitors, or the company is committed to serving specific market segments, specific product categories, or specific geographic ranges (Porter, 2004).
Cost leadership strategy, also known as low-cost strategy, refers to the strategy of the enterprise to reduce costs by effective means, so that the total cost of the enterprise is lower than the cost of competitors, even the lowest cost of the enterprise strategy. Same industry to gain a competitive advantage (Tina, 2019). 
The differentiation strategy is the strategy that makes a clear difference between the enterprise's product sand sands and the competitor's product. At the heart of this strategy is the realization of some uniqueness that is valuable to customers. 
Focus policy is the strategy by which business or business activities are concentrated in a specific group of buyers, a specific part of a product line, or a regional market. At the heart of this strategy is a specific user base, a portion of the product line, or a segment of the market segment (Tom, 2019).
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[bookmark: _Toc25667120]2.0 main body
At this stage, LIDL's products are relatively inexpensive and the quality of the products is guaranteed compared to other companies of the same type. The company has reduced costs in terms of product production and personnel management, for example, to continuously develop its own brand. Merger, the own brand is directly produced by the famous brand manufacturer, and the quality is strictly guaranteed while eliminating the intermediate link. A competitive advantage is achieved at a low overall cost, so a cost leadership strategy is used（Zack，2019）.
[bookmark: _Toc25667121]2.1 cost leadership strategy
[bookmark: _GoBack]Cost leadership strategy is the strategy of reducing costs in business processes that enable enterprises to gain a competitive advantage at a lower total cost through effective means. The competitive advantage of cost-dependents is that the total cost is lower than that of competitors. A cost leadership strategy is to minimize business costs. This is because any strategy should include cost control content. This is an administrative task, but not all strategies are the lowest cost in the industry. According to Porter, the cost-leading strategy should be reflected in the lower price relative to the competitor, but this does not mean that there is only a short-term cost advantage or just a reduction in costs, but rather a "controlled cost lead" concept. The key to the success of this strategy is to gain a sustainable cost advantage over competitors while meeting the product characteristics and services that customers consider to be the most important. In other words, companies implementing low-cost strategies must identify sustainable sources of cost advantage. "It could be an obstacle to competitors copying advantage, and this low-cost advantage will last for a long time (Willems, 2019)."
[bookmark: _Toc25667122]2.2 LIDL's COST LEADERSHIP strategy
[bookmark: _Toc25667123]2.2.1 Streamline product-based leadership strategies
Simplify product-based cost-leading strategies; that is, simplify the product, that is, cancel all the patterns added in the product or service. Lidl provides customers with a hassle-free shopping experience with an extremely simple store layout. And through the promotion of technology and personnel, continue to innovate and optimize the efficient process when shopping, the complexity in the service will be simplified. For the products sold, Lidl does not have multiple types of each product of the same type, and strictly controls the number of product types. Simplify product categories and sell only high-quality and low-price products for customers to choose and buy（Wale，2019).
[bookmark: _Toc25667124]2.2.2 Changing design-based cost leadership strategies
LIDL continues to develop its own brands. On the one hand, lidl's own brand is directly produced by famous brand manufacturers, and the quality is strictly guaranteed while eliminating the intermediate links; on the other hand, the company participates in the design and manufacturing process of the product as much as possible, from raw materials, product design and production , Supply chain optimization, quality inspection and other aspects to improve the quality of private labels to win consumer trust. In other supermarkets of the same type, without changing the original strategy, Lidl achieved cost leadership through changes. According to the report, its own brand accounted for 93%, far higher than the average of 20% for other retail companies. Like Wal-Mart, private label accounts for no more than 30%（Bhasin, 2019).
[bookmark: _Toc25667125]2.2.3 Material saving cost leading strategy
In order to save rent, Lidl's stores are located in residential areas, near university campuses, or on the fringe of urban areas. Although these land rents are cheap, they also have sufficient passenger flow. The shop area generally does not exceed 1000 square meters, and the simple decoration makes the facade look almost humble. The store uses a simple layout. There are no shelves in the store, and the products are packed in cardboard boxes and placed on the bare shelves. There is no code on the product, but the price list is directly suspended above the shelf. Lidl's low cost in stores and decoration, which compared with other supermarkets of the same type, saves a huge cost, and will also make the company a significant cost leader in this part (Greenstein, 2003).
Lidl's cost of raw materials for commodities is also significantly ahead of other similar companies. Lidl's large number of products make its own brand, which can eliminate the middlemen to earn the difference, which is a cost leader. Secondly, Lidl cooperates with local farms to establish long-term partnerships, which can effectively reduce the impact of raw material price fluctuations on itself. Therefore, the quality of the product is guaranteed at a low price, which is also a cost savings of raw materials（AAKER, 2019).
[bookmark: _Toc25667126]2.2.4 labour force cost lead strategy
LIDL single store requires only 10-20 employees on average, each of them has multiple roles and is very efficient, proficient in tally, cashiering and cleaning. The personnel has been simplified to become an efficient advantage. The efficiency of other similar companies is about 1.44 million / person / year, while the LIDL can reach 2.86 million yuan / person / year. While fully tapping the potential of employees, LIDL provides employees with a salary of $ 13 per hour, which is much higher than that of their peers; while Wal-Mart's hourly salary is only $ 9. In this way, LIDL achieves a cost of labor that accounts for only 2.8% of sales, while the cost of employees in ordinary supermarkets accounts for 12% -16% of total revenue（Bhasin,2019).
[bookmark: _Toc25667127]2.3 Advantages of the strategy
Lido uses a cost-leading strategy to effectively protect against competitors (Quentin, 2019). In comparison with other companies, the cost of the Lidl company is lower and the price of the company's goods will be reduced, so that a large number of middle-and low-end consumption levels will be attracted to the purchase of the company's goods, which, compared to its competitors, lead to low-cost pricing, thus attracting customers, To get the favour of the consumer. In contrast to companies that use the same cost-leading strategy, the company has a self-owned brand that can improve gross margins and can monitor the quality of the goods, and obtain customer trust with low-cost and high-quality goods. 
Lido uses a cost-leading strategy to protect against changes and volatility in the market environment (Grocer,2019). In the face of a strong buyer's demand to lower the pressure of the product's price, a low-cost enterprise has a greater initiative in conducting the transaction and can resist the bargaining power of the buyer. Because of its low level of pricing, it's a huge price advantage for other companies, and it's a big attraction for a powerful buying firm. When a strong supplier raises the price of a resource required by an enterprise, an enterprise in a low-cost position can have more flexibility to solve the difficulties. One of the bases of the cost-leading strategy is the low cost, and when the supplier raises the raw material price, the overall material price of the market will increase, which will lead to an increase in commodity prices throughout the industry, but the price level of the LIDL is still lower than the average, The customer will choose the company in the past. 
The use of a cost-leading strategy by LIDL makes it prohibitive for new entrants to join the industry (David, 2019). Lidl has been operating in many years and has a cost-leading strategy as the main strategy, so the company's brand awareness is already high, and if there is a company that wants to enter the industry, it will be able to resist the price of Lidl, but for new entrants, There is no big production scale, no cost advantage, no long-term co-operation suppliers, LIDL can defeat the entry by price war.
[bookmark: _Toc25667128]2.4 Disadvantages of the strategy
The price war, if it is affected by inflation, then the increase in the cost of production input will reduce the product cost-price advantage, so that it cannot compete with companies using other competition strategies. LIDL's main means of competition is low prices. If the cost rises, the price of goods will change, there will be no point to attract consumers, and it will lose the competitiveness of other companies (Michel, 2019).
As companies adopting cost-leading strategies focus on reducing product costs, they lose their ability to foresee market changes in their products (Zoey, 2019). Companies may find that the products they produce are not appreciated and needed by customers, even if they are inexpensive. LIDL's cost-leading strategy is comprehensive, so it may not invest a lot of manpower and material resources in the market research section, which may lead to the lack of understanding of market preferences and needs, thereby losing the ability to change the market.
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[bookmark: _Toc25667129]3.0 conclusion
Lidl adopts a cost-leading strategy to lead its competitors in all aspects of cost, and uses a low-price strategy to attract low- and medium-end consumer groups. 
Lidl company spends money on employee training, which can make employees better serve customers and increase customer satisfaction. Trained employees can work effectively and may master multiple skills, and the number of employees in each store is effectively Local control, that can also reduce the company's personnel recruitment, using the smallest number of people to do the most things. In addition, the cost of other aspects has also been controlled, and the benefits of the company can effectively resist market competition, and then maximize the benefits. 
Of course, cost leadership strategies also have disadvantages. For example, when market inflation occurs, the company's most proud price will be greatly affected, because costs in all aspects will rise, so it may not be able to compete with other companies.
[bookmark: _Toc25667130]3.1 Recommendations
In terms of cost control, it can be further strengthened, and production innovation and automation of production tools can be carried out. For example, in the production process, automated equipment can be used to reduce labour costs.
In the brand image, we can further emphasize low pricing and high-quality product positioning, which is the most attractive point of the company.
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