Strategic Management and Sustainability
Dummy Report for Strategic Management Assignment 1 2019 – 
Lidl – German Discounter Gaining Marketshare
[image: ] 
 
November 2019
 
MODULE NAME:		STRATEGIC MANAGEMENT & SUSTAINABILITY (M3X9111)
NAME:				ZIXIANG AO
STUDENT NUMBER:		1804416
[bookmark: _GoBack]

Table of Contents
Introduction	3
Identification of Lidl’s Competitive Strategy	3
Mission and Vision of the Company	3
Psychographic Segmentation Strategy:	4
Private Labels	4
Focused Expansion	5
Evaluation of the competitive strategy	5
Advantages and limitations of the strategies	6
Recommendations	8
Conclusion	9
References	10


[bookmark: _Toc25650240]
Introduction 
There are a number of changes that are coming in the business environment owing to the increased competition as well as sound level of development that is occurring in every field of life. With the use and inputs of technology, the companies all over the world are exceling at a much rapid pace. Although this is beneficial for them, but it also forces them to continue bringing improved and innovative products and services to keep up with the market trends and changes. According to Teece (2012), the world has transformed for better, making the competition among firms far more difficult. It is now the requirement of every firm to have the most apt and innovative techniques and strategies in order to grow productively. The company under analysis, Lidl Stiftung & Co. KG, has had success ever since its inception. Although the company changed its niche from groceries to discount markets, it still holds a staunch position in the international market with the number of stores that are operational throughout Europe as well as the United States. Although the company has a distinct position, however, it continues to foster betterment and advancement through the inclusion of a variety of strategies and techniques that will be discussed below.
[bookmark: _Toc25650241]Identification of Lidl’s Competitive Strategy
The company was initiated in 1930 and has continued to gain sound growth and success ever since. One of the most important traits of the company is its transitioning power. With the changing world, Lidl did not force itself shut from the changing trends and conditions of the world, rather adopted the transformational measures and thus, continued to gain prosperity in its field (Felsted, 2014). This prospect of Lidl is continued to-date making it a significantly success chain throughout the Western world. There are several strategies that the company has had been incorporating in its system in order to improve the level or productivity (Chryssochoidis, Dousios, and Tzokas, 2016). 
[bookmark: _Toc25650242]Mission and Vision of the Company
The overarching aim of the company is to benefit and aid the customers in a variety of ways, making their lives easier and in the process gaining profit and achievements. Following are the certain and assertive aims of the company that it tends to follow at all costs:
· Customer satisfaction is at the core of the company’s working system. When the customers are satisfied with the products and services that they are being provided, it is only then that the company steps back. 
· Company makes utmost use of technology in order to provide the customers with quality and most innovative products in the market. 
· The company tends to leave a positive impact in the community and thus, works in a much sustainable environment that leads to the overall success of all commodities. 
· The company aims at attaining long-term relations with the employees by their effective inclusion within the organizational decision making. 
All of the strategies that are made by the company are based on the company mission and aims. The continuous reminder of these aims helps the company in making strategies that fulfill all of the above, leading to the continuous and linear success of the company (Pizam, Shapoval, and Ellis, 2016). 
The company has had been indulged in the making of a number of important strategies that has retained its position in the international market. Some of the most important as well as current ones are discussed below:
[bookmark: _Toc25650243]Psychographic Segmentation Strategy:
Lidl brought about the segmentation of the market by making use of the psychographic segmentation strategy. This strategy specifically caters to the customers that have limited budget and do not vouch for high quality leading to the buying of normal quality products (Baker, Collier, and Jayaraman, 2017). The quality of a product is of utmost importance to some customers, however, there are also others who tend to go for sales and promotions more than the quality. This segmentation helps in the identification of such customers so that specific products can be identified as well as brought to their reach. Such customers have less brand loyalty which is why they can only be attracted by means of affordable sales and promotions (FT, 2015). This is one of the most important segmentation strategy that has had been brought into use by Lidl. 
[bookmark: _Toc25650244]Private Labels 
Another one of the strategy that has profoundly helped Lidl in retaining its position as well as gaining more customers and success is its private labelling. About 90% of the products that are available at Lidl, grocery as well as non-grocery items, are all privately labelled that ultimately enhances the sale rate of those products, making it much convenient and easier for the company to sell more of its products (Matos, and Caiado, 2016). 
In addition to this, the company also has a strategy of “Bring your own bag” in order to cater to the rising environmental conditions. Although it is a small act, however, is very important when it comes to the overall image of the company on global front. 
[bookmark: _Toc25650245]Focused Expansion 
Lidl already has an established base in a number of countries and is gaining significant profit from these. However, the company has had been expanding into a number of other areas including the United States. There were about 47 stores that were opened in the United States in 2017, with lands bought in several other states too (Forbes, 2018). However, this did not turn out to be very effective for the company as the profits from these stores was significantly less, resulting in the company opting for the focused expansion growth. As per this, the company is now going to focus on the growth and success of the already built stores, without investing in the construction of others (De Zan, and Pessot, 2017). 
[bookmark: _Toc25650246]Evaluation of the competitive strategy
As already discussed, there are several strategies that Lidl has had been using over time in order to improve its growth as well as maintain its position. The company was initially driven in the expansion strategy which is why made a number of stores throughout the world. The company has stores in about 29 countries presently and all of these have attained top-notch position (Schlegelmilch, 2016). However, with the use of the expansion strategy in the United States, the company aimed at giving a tough competition to the already present firms in the market and in the process makes its position. Although the prices that are offered by Lidl are significantly less compared to others, however, the position of the stores often times makes it difficult for the customers to travel to far off places only for food. In addition to this, the products offered by the store are also changed now (Butler, 2014). The company offers limited number of food items and is now indulged in other discount offers and other products etc. 
Although the company initially thought that making a sound and prominent position in the new country would result in higher customer rate and profit, however, this did not happen. The company significantly underestimated the already present giants including Walmart, HEB, and Kroger etc.  As the expansion strategy did not work that productively for the company, hence, it has now embarked upon the focused expansion strategy, as per which the company is focusing on the already built stores. The number of products and services being provided at the stores are improving as well as new reforms are being built for the increased customer satisfaction. 
The most important and basic competitive strategy that Lidl has had been using from a very long time is the low prices of the products as well as regular promotions and sales on the items. Lidl has always attracted its customers by means of low prices of the products and has gained ample benefit in the achievement of its motive (Ruddick, 2015). A major population of the customers is ones who want most of their needs met without considering the quality of the product and thus, the products as well as the rates offered by Lidl are of high value to them. 
According to Cusumano, Yoffie, and Gawer (2019), there are several changes and improvements that have come in how businesses are conducted now and it is of utmost importance for the organizations to follow suite of these transformations in order to gain the level of success and achievement that would help in the retention of their position. The same aspect has had been applied by Lidl in most of its strategies and measures. In addition to this, another very important aspect of the company is the regular screening and analysis of its working which helps in making sure all of the work is being done appropriately and the strategies are being effective and beneficial for the company. 
[bookmark: _Toc25650247]Advantages and limitations of the strategies 
There are several benefits of the strategies that the company is using. These strategies have helped the company in making a sound name in the market and have also helped in the progressive growth and productivity. 
· Through the use of psychographic segmentation strategy, the company is better able to target the majority of its customers and thus, take decisions that would benefit them. As most of the people in a community vouch for products that are low in prices, therefore, with the help of this strategy, the chances of financial growth and improvement of the company increase manifolds (Brown, 2015). 
· The company has private labels on its products which is a way of assurance for the consumers that the products that they are buying are a product of the company which ultimately increases the level of trust of the customers (Gulsoy and Boyt, 2017). 
· Customer satisfaction is very important for Lidl which is why all the strategies that are made by the company are based on this basic element (Hill, and Alexander, 2017). 
· The company also focuses on focused expansion after some rough experiences. Due to the opening of a number of stores without proper experience at the US, the company faced significant challenges. However, it has learnt from its shortcomings and tends to perform better. 
There are certain limitations too that are attached to these strategies. These are listed below:
· Although the psychographic segmentation strategy is very important and beneficial for a significant customer base. However, this compromises the aim of the company for the provision of most high quality products as available in the market. But, with low prices there are customers that are willing to buy products of mediocre quality in low prices. And there are also some that do not compromise on the quality of the product. This creates the conflict of interest. 
· The customer satisfaction is very important for the company; however, often in trying to satisfy all set of customers the company makes decisions those results in massive losses (Kaura, Durga Prasad, and Sharma, 2015). 
· With the current attention on the focused expansion, the overall expansion of the stores in other parts of the country would be highly affected. 
The limitations of the strategies that are being used by the company are not many, however, if these are implemented properly, it would give far more scope to the company resulting its utmost growth and success. 
[bookmark: _Toc25650248]Recommendations 
Although Lidl is working in a very apt manner and has attained a very distinct position throughout the world. However, there are certain measures and strategies that the company needs to adopt in order to achieve a higher growth rate as well as to compete well enough with the market. With the implementation of these suggestions, the growth rate as well as success of the company is expected to reach new heights, helping it to retain its position that it has had from several decades. Some of the major recommendations for the company are given below:
· One significant factor and constituent that the company needs to work on its improving the working of its website and make it more users friendly. The world is moving towards digital marketing and working (Parise, Guinan, and Kafka, 2016). People do not have time to buy their items from grocery shops and prefer online shopping. Thus, Lidl needs to improve the working of its website so that online shopping can be attained with ease. Although the company already has a setup, however, it is still not its best version (Chaffey and Ellis-Chadwick, 2019). Now that the world is moving towards online business, it is high-time for Lidl to also consider the same, which would reduce the cost of the company and enhance the profitability. 
· The major target customers of Lidl are people who go for products of normal quality but low prices. This is why customers that prefer quality over price often do not even try to shop at Lidl thinking that there would not be anything of their choice. Lidl thus needs to work on making products of high quality as well as target new demographic (Mansouri, and Hosseini, 2018). This would not only increase the customer base but will also help the company in the achieving new heights. 
· The company works towards customer satisfaction, however, it is important to take into account proper stratification and segmentation so that all of the consumers can be accounted for in the work process rather than just one. 
· The company needs to work on expansion strategy, however in a better and more productive manner whereby it can have more growth but not any fewer customers. 
With the implementation of the above mentioned suggestions and improvements in the strategies that are already being used by the company, there is high level of growth that can be achieved by the company. 
[bookmark: _Toc25650249]Conclusion 
Lidl is one of the most renowned and famous company that has a number of stores spread all over the world. With the expansion of the company, the challenges have also risen for the organization in regards to the initiation of better strategies as well as their implementation. There are times when strategies do not work well owing to their ineffective implementation. Thus, it is necessary to properly analyses and monitors each one of them to ensure the success of the company in every way. Lidl has always moved on with time and has succeeded in the achievement of sound level of repute and position, however, there are certain strategies that are in-use by the company that are not as effective and result in massive loss. With the analysis of the strategies, it has been seen that these are apt and positive ones for Lidl but there are still certain changes and improvements that need to be accomplished in them in order to be effective in the current era. The success of the companies is based on how well the loopholes are catered and it can be seen that Lidl has been working in hard in their effective dealing. Competitive strategies are very important for companies in today’s era and the ones in use by Lidl are proving to be high beneficial for the company in improving its growth and success. 
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