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1. [bookmark: _Toc496043657]eXECUTIVE sUMMARY
[bookmark: _GoBack]
The purpose of this report is to identify the current strategy utilised by Lidl in order to develop their current position within the market.  Using Bowman and Faulkner’s strategy clock, we were able to determine that Lidl operated in the no frills section of the theory.  As discussed in the report, organizations who operate with this strategy maintain low prices for consumers by removing all non-essential services.  Lidl’s measures to achieve this include proposing a reduced product range, focusing on products which are purchased quickly.  They are also developing their sustainable capabilities, saving money by switching to renewable energy sources and recycling their own materials.  This method of strategy has been extremely beneficial for the global chain, as they have continued expanding since its implementation in the 1970s.  The only recommendation possible is to continue on the current course, Lidl are continuing to expand throughout the world as demand for low cost products is universal.  


CHAPTER 1 – ABSTRACT
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2. [bookmark: _Toc496043658]Introduction

In this report we will be analyzing Lidl, the German founded retail organization.  The purpose of this report is to identify the competitive strategy Lidl have developed to achieve their current position within the market, isolating key factors that supported the strategy.  Achieving this objective by studying relevant theory of businesses level strategy, allowing us to evaluate the benefits and confines of their current course.  Bowman and Faulkner’s strategy clock will present an in depth guide to multiple business level strategies, allowing us to critique aspects of the strategy which are detrimental.  Once recognizing these shortcomings, we will provide suitable recommendations in order to improve their progression.

2.1 [bookmark: _Toc496043659]Report Remit

This report will utilize theory on business level strategy in order to examine Lidl, the global retail giant.  We will begin the report discussing the organizations background, in order to discover the history of their businesses and strategy.  Next we will interpret Bauman & Faulkner’s strategy clock, identifying its relevancy to the topic.  Once the theory is proved applicable we may apply it to Lidl, in order to discover which strategy they employ.  The theory will permit us to assess Lidl’s implementation of said strategy, giving examples of the structures they have created within the organization.  Providing us with an accurate view of their strengths and weaknesses, from which we can propose recommendations concluding the report.  

2.2 [bookmark: _Toc496043660]Background of the organisation

Lidl Stiftung & Co KG, or Lidl, dates back to the 1930s with humble beginnings as a food wholesaler (Lidl, 2019).  Now the business operates over 10,800 stores in 29 countries, so how did they reach their current market position ?  This decades long expansion began in 1973, when the first modern Lidl opened its doors in Ludwigshafen (Lidl, 2019).  With only 3 members of staff and over 500 products, it was the foundation to their modern retail empire.  In 1977 the brand changed their strategy to focus on discount good and markets, essentially adopting the no frills technique.  This was an extremely beneficial decision, by the mid 1980s Lidl had expanded and crated over 300 stores.  By 1989 Lidl had founded its first international store, situated in France.  This began their ever-growing international expansion, as they now operate in countries from USA to Cyprus.  Their first presence in the UK came in the November of 1994, opening 10 stores around the country.  Over the past 25 years this figure has grown to 760, giving them 6% of the UK market share.  Lidl have four objectives to their mission: 
· “To deliver outstanding customer satisfaction.”
· “To ensure market leading quality and value by constantly innovating and optimising our efficient process, 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 our people.”

They have been successful to this point, recently Lidl were in the news as they were increasing the wages of a number of staff members (Wood, 2019).  £10 million was given to a number of employees, as Christian Härtnagel, Lidl’s UK Chief Executive, described them as the “backbone” of their organization (Chambers, 2019).  Lidl appear extremely determined to maintain these objectives, it was recently announced that they are investing £15 billion into British businesses over the next 5 years.  This investment is to ensure their suppliers continue to grow with them, predominantly targeting the agricultural sector (Lidl, 2019).  With the uncertainty Brexit has caused businesses, Lidl are displaying they plan to remain and continue expanding.  

2.3 main body

Many definitions of business strategy exist, although one given by Watkins summarizes the topic effectively.  “A business strategy is a set of guiding principles that, when communicated and adopted in the organization, generates a desired pattern of decision making. A strategy is therefore about how people throughout the organization should make decisions and allocate resources in order accomplish key objectives” (Watkins, 2007).  Each business strategy is unique, as ambitions will vary between market, size, and mission.  Predominantly businesses operate using two branches of strategy, corporate and business level.  Corporate level strategy can be viewed as the map created for the business to follow, the decisions made at this level will guide an organization to its goal.  This strategy will create informed decisions with information derived from each department within the organization, also analyzing the current market and competition.  Next we have business level strategy, this is how an organization positions themselves within the market in relation to other businesses.  All strategies are implemented with the objective to gain a competitive advantage, which is the ability to out-perform competition and gain above average profits.  In relation to Lidl we will be evaluating the strategy clock, Bowman and Faulkner created this theory in order to identify business strategies by measuring the perceived value of a product or service, and its cost (Bowman & Faulkner, 1997).  
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                                Figure 2.3 Bowman & Faulkner’s strategy clock

A competitive market provides consumers with a variety of choices, where they make decisions on three factors.  These factors are their perception of value, price, and the perceived benefits from a product or service.  Upon examining the clock we can see that there are eight points, the x axis measuring price with the y axis measuring perceived value to the consumer.  The model begins with ‘no frills’ which operates within the low price & low added value section, examples of businesses within this section would be Poundland or Easyjet.  Organizations within these sections operate with the principle that removing all non-essential services will maintain low prices for consumers, their marketability hinges on their cost.  The next point is low cost, however the perceived value is superior to those in the no frills section.  This is an extremely intense market, as organizations are competing with one another to become low cost leaders.  Profit margins on products within this sector are minimal, however the cost minimization allows to generate higher profits from mass production.  
Hybrid is a combination of low price and differentiation, and is an effective strategy to use when attempting to enter into a new market.  Products within this point of the clock will use a relatively competitive price, but will rely on branding to emerge from other similar products.  The combination of these aspects will persuade consumers that there is added value, if the quality of your brand is also reasonable, you will earn a reputation through word of mouth.  Next we have differentiation, as aforementioned differentiation is ensuring your product is unlike any other in the current market.  Branding is the driving force behind this strategy, as the marketing of your product must ensure consumers believe they are gaining a high perceivable value (Porter, 1985).  Products within this segment do not rely solely on competitive pricing, as they intend to attract attention through reputation.  Focused differentiation is similar, though it only exists in high-priced lavish markets.  This strategy relies on branding and quality, as products are positioned at the uppermost price levels (Holley, Piercy, Nicolaud, 2011).  Consumers will then purchase the product due to the elevated perceived value, this strategy can lead to extremely high profit margins.  However, it is difficult to maintain your status within this market as only the most paramount brands will have the ability to sustain this strategy.  It is the polar opposite of the no frills strategy, all luxuries are included within these products at a premium cost.  
The next three strategies are uncompetitive for businesses, as they operate with a high price and a low perceived value to consumers.  Beginning with risky high margins, this is a strategy of selling your products at a premium price without justification.  This technique is unsustainable, in competitive markets consumers will select the product with the highest perceived value, which the competition will offer for a reduced price.  Monopoly pricing can only occur when a monopoly is present within a market, as competition is non-existent the organization commanding the market is dictating the price.  As seen in the diagram the price is extremely high although the perceived value is minor, this has no effect on the businesses as they understand consumers will purchase their product regardless as they alone propose it.  Finally we have the eighth and final section of the clock, this arm is situated to have a low perceivable value to consumers yet an average price.  Resulting in the loss of market share, consumers will purchase the products of competitors who have a higher perceived value for the identical price.
Bowman & Faulkner’s strategy clock is an extremely effective model, covering a variety of strategies it allows ease of identification.  Upon studying the model we can recognize that Lidl operate a no frills strategy, which reinforces their organizational vision “providing quality products at market leading value” (Lidl, 2019).  Upon reading the background information regarding Lidl we can identify that they operate a no frills strategy, existing within the low price & low added value section of the model.  One factor in Lidl’s no frills strategy is store setup, Lidl stores are smaller in comparison to other supermarkets such as Asda or Tesco.  This is due to the fact they offer a reduced product range to their competitors, as most brands offered are their own (Lidl, 2019).  These products are manufactured by Lidl, the ability to operate with fewer suppliers saves them a significant sum.  To ensure their assortment of products remains limited individual sizes are offered, which are the best-selling amount.  Lidl are very particular with the products they do stock, selecting items which will be purchased quickly.  The purpose behind this decision is to reduce the amount of money the organization has bound to stock, ensuring that it returns to sales.  
Lidl’s are also using sustainable methods within their no frills strategy, since 2018 Lidl’s began converting their districts to renewable sources for energy (Lidl, 2019).  Sustainable methods benefit the organization in multiple ways, offering them opportunities to cut costs while earning them an improved reputation.  The majority of waste created by Lidl is carboard, stemming from deliveries of stock.  Lidl have created an award winning recycling and waste management programme, where they take said cardboard waste and reused for packaging (Lidl, 2019).  Another element to their store layout is the checkouts, as they play a key role within the efficiency of the shop.  The checkouts at Lidl lack a packing area, customers are required to pack their purchases after buying rather than before or during.  Tables are situated after the tills until the exit, to assist customers with packing.  This process greatly improves efficiency for Lidl as it increases the amount of customers they can serve within a day.  An additional effect of the no frills policy is the lack of a large workforce in each store, however each employee receives training within all departments.  The smaller number of staff members will reduce costs significantly, while greatly improving the efficiency of the current members.  




Lidl have benefitted extremely from their no frills strategy, as is evident from their continuous expansion.  Their development within the UK alone is a testament to their efficiency, beginning with 10 stores nationwide they now number at 760.  The reduced costs offered by Lidl are immensely popular, demonstrating the success of their strategy.
3. [bookmark: _Toc496043664]Conclusion

To conclude, the use of relevant strategic theory has aided us in identifying Lidl’s competitive strategy.  The strategy clock created by Bowman and Faulkner indicated that Lidl operated within the low price & low added value section, also known as no frills.  Adopting this strategy was an extremely beneficial decision for the organization, as it directed them to their current position as a global retail giant.  They now operate in 32 countries, with over 10,800 stores.  Lidl’s proposal of value items at discount prices appeals to millions of consumers, and the cost cutting methods such as limited products and renewable energy sources assist them in sustaining these low prices.  



4. Recommendations

Given Lidl’s current stance within the market I have no recommendations for adjustments to be made, their continuous global expansion is a testament to their efficient strategy.  They currently occupy 6% of the market share within the UK, a figure which is likely to rise.  Consumers continue to respond to their low costs, evidence that their no frills strategy is a success.  Furthermore, Lidl’s sustainability efforts tied with local investments are increasing their perception within the public.  

5. [bookmark: _Toc305165507]
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