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1 [bookmark: _Toc25673052]EXECUTIVE SUMMARY
The report will:
1. Combine Porter’s Generic Strategies to determine Lidl's competitive strategy.
2. Evaluate the competitive strategy used by Lidl. The assessment includes its advantages and disadvantages.
3. Make recommendations for the competitive strategy adopted by Lidl to ensure its long-term development.

Lidl is a global supermarket chain with offices in 30 countries, more than 287,000 employees and currently has approximately 10,800 stores and more than 150 distribution centers in 29 countries. Lidl Supermarket prides itself on providing its customers with the highest quality products at the lowest price in the UK.

Lidl uses a cost leadership strategy. Lidl perfects cost leadership strategies by reducing labor costs and producing their own products. These include: a high proportion of owned products, a small number of employees, and a limited range of products. The essence of cost leadership strategy is to increase product sales in a way that is lower than the cost of competitors, thereby increasing market share and product competitiveness.
The advantage of Lidl's cost leadership strategy is that it can increase sales and reduce the impact from suppliers. However, cost-leading strategies may cause price wars with competitors while ignoring consumer preferences.
Lidl should expand its store to stabilize its market position. At the same time, develop and innovate more products to meet consumer demand. Lidl can also perfect online applications to meet the needs of convenient online consumption. Delivery speed is also a process worthy of attention, which can improve customer satisfaction.

















[bookmark: _Toc25673053]2.	INTRODUCTION
[bookmark: _Toc25673054]2.1	REPORT REMIT
This report describes the strategy adopted by Lidl and illustrates and analyzes the approach to the strategy. In addition, this report evaluates the strengths and weaknesses of the strategy and gives recommendations.

[bookmark: _Toc25673055]2.2	BACKGROUND OF THE ORGANISATION

Founded in Germany, the Lidl brand is a fast-growing food retail store. In 1973, the first modern Lidl store opened in Germany. Although there were only three employees, it offers about 500 products. The extensive product line is the basis for the rapid development of Lidl. Today, Lidl operates 10,800 stores in 32 countries and has grown to become one of Europe's leading food retailers (Lidl ,2019). 
Lidl opened its first store in the UK in 1994. Today, 25 years later, Lidl has 760 stores in England, Scotland and Wales. In addition, Lidl has 13 regional distribution centers to ensure that Lidl's food is delivered to all stores in the UK in a timely manner. As the number of stores increased, Lidl became a leading retailer in the UK. Lidl provides 22,500 jobs in the UK and has a 6% market share. Lidl is passionate about working with UK manufacturers and sourcing two-thirds of the products from UK suppliers (Lidl,2019). 
Lidl is committed to developing sustainable relationships with business partners to enhance the consumer experience and improve the lives of local communities. At the same time, Lidl does not forget the social responsibility of being an organization. For example, Lidl provided a £300,000 donation to NSCCC and provided more than 1.3 million meals to partner charities (Smithers,2019).

[bookmark: _Toc25673056]2.3	DEFINITIONS OF MAJOR CONCEPTS
[bookmark: _Toc25673057]2.3.1 Strategy
A strategy is defined as a long-term action plan designed to achieve a specific goal or strategic goal. In other words, The strategy is to obtain the advantage by allocating organizational resources in an environment full of various uncertainties to meet the needs of development and meet the expectations of organizational stakeholders. (Gary, 2005).
[bookmark: _Toc25673058]2.3.2 Business level strategy
Business level strategies are evaluated at the company level. Business-level policies are considered "intermediate" levels throughout the policy hierarchy. Its main task is to assess the attractiveness of the company's portfolio, while the main task of assessing business levels is to analyze the product's life cycle and competitiveness (Hill and Jones ,2009) 

The business level strategy is related to the strategic plan and plan execution of the business plan. The goal is to provide quality products and services to meet the needs of customers, thereby increasing the profitability of the organization (Hofer and Schendel，1978).
The business-level strategy focuses on how companies can improve their competitiveness in specific markets.
[bookmark: _Toc25673059]2.3.3 Competitive advantage
Competitive advantage is the condition in which an organization produces goods of equal value at a lower price or in a more desirable manner, thereby separating competitors' products. In short, competitive advantage is the influence compared to competitors (Porter,1980).
Competitive advantage can gain a competitive advantage at a lower price than the competition or increase the price of the product in the context of providing customers with better products (Kotler and Armstrong 2014).
[bookmark: _Toc25673060]2.3.4 Porter’s Generic Strategies

Porter’s Generic Strategies has become a cost leadership, differentiation strategy, differentiation-focused strategy and cost-focused strategy (Porter,1980).
The cost leadership strategy is to minimize the cost of the products and services offered by the organization. The cost leadership strategy achieves the goal of increasing market share by reducing costs. (Porter,1980) Differentiation strategies require organizations to offer products or services that are different or more attractive than competitors' products.（Porter,1980）.The cost-focused strategy is cost-centric. Refers to organizations that seek to develop low-cost advantages, but only in smaller market segments. (Porter,1980). In a strategy focused on differentiation, organizations will seek differentiated products, but only in one or several market segments. Therefore, the organization can more specifically meet the needs of this group. (Porter,1980).



[bookmark: _Toc25673061]3.   MAIN BODY
Lidl uses a business-level strategy to gain a competitive advantage by achieving a customer-centric, high-quality product that delivers market-leading value. Lidl offers its customers a wide range of products, such as essential for home use. At the same time, Lidl works with local and regional farms. Each LIDL product passes quality testing and a carefully selected process to differentiate the organization's products from competitors. In one survey, among the 20 items extracted, LIDL was found to be 9% cheaper than Wal-Mart in the United States. Lidl makes extensive use of its own brands, which account for 90% of the total product (Hanbury,2017). This saves costs and therefore eliminates the middleman. In addition, the limited number of employees in each store saves costs. So Lidl uses a cost leadership strategy. 

[bookmark: _Toc25673062]3.1 Cost leadership strategy
The cost leadership strategy requires the organization's goal to be the lowest cost producer in its chosen industry. And organizations that adopt this strategy prioritize reducing all costs. There are two main ways to achieve a cost leadership strategy. First, the organization increases profits by reducing costs while charging the industry average price. Second, organizations increase market share by lowering prices, while earning a reasonable profit per sale due to lower costs (Jackson,2019). The focus of the cost leadership strategy is not just to be the lowest cost producer, but organizations often need the money they need to invest in technology that reduces costs, efficient logistics, and a way to continuously reduce costs

[bookmark: _Toc25673063]3.2	IMPLEMENTATION OF THE STRATEGY
[bookmark: _Toc25673064]3.2.1 Own products dominate.
When customers shop at Lidl, they notice that most of Lidl's products are organized by their own brands. In fact, its own products account for about 90% (Bentley,2018). This means that the organization has developed these products to ensure cost minimization, which reduces the cost of procurement and the time cost of commercial negotiations. Lidl cut the middleman and eliminated any additional costs from the supplier. The organization also has better control over the production costs of its products and can set prices on its own. This, in turn, means that the initial profit of the product is much lower, so it can be more profitable than other brands. Lidl's own products ensure high-speed transport to stores. And allow organizations to directly monitor product integrity. Each product undergoes a rigorous testing program that includes taste, quality and sensory testing to ensure quality products are delivered (Hulme,2019). Own products can reduce costs from production, packaging, logistics and other aspects. This ensures that Lidl costs lead the implementation of the production and strengthens its market position (Carmarthen,2019)
[bookmark: _Toc25673065]3.2.2 Carefully selected product categories
Lidl offers a limited selection of products. Lidl's product shelves generally only store two brands of goods, one is its own brand, and the other is a local brand. This limited variety provides Lidl with more purchasing power as it is ordering fewer products. This is in contrast to the trend in other UK supermarkets, where other supermarkets offer a wider range of products that are tied around their brands and branded products. There are about 2,000 products in the Lidl store, which is much lower than the 20,000 unique products in the 60,000 stocks in the same grocery store or super center（Peterson，2019）.
[bookmark: _Toc25673066]3.2.3 Daily necessities are the main products.
Lidl offers everyday items that shoppers prefer, such as cereals, juices, and produce, rather than niche or specialty products. The demand for these commodities is very large, and Lidl does not need to provide them with larger warehouses and spend extra warehouse costs to store them. This reduces the amount of money needed to organize the inventory of goods（Warwick University，2019）.
[bookmark: _Toc25673067]3.2.4 Saving costs from stores
Lidl reduces its operating costs. The store area of Lidl is relatively small. For example, Lidl's new store in the US has an average size of 20,000 square feet and has six aisles (Simmons,2019). Although it is larger than its European stores, it only accounts for about a quarter of American traditional supermarkets such as Kroger. At the same time, Lidl stores are sparsely populated to reduce labor costs. To limit the interaction between customers and employees, Lidl uses efficient automation technology in the background. When a customer makes a purchase, the customer is asked to weigh and pack the product themselves. This greatly reduces the number of employees required by the store. In addition, Lidl employees are also cross-trained so they can work in any department（Peterson，2019）. The key to Lidl is to reduce costs from all angles. When the store is sited, the sun-facing side is selected as the commodity area. One way to do this is to let the store use natural light as much as possible.


[bookmark: _Toc25673068]3.3 Swot analysis of Lidl.
Lidl's strength lies in its extensive private label offering exclusivity, with its own products dominating. At the same time, Lidl uses its mature sales strategy to make its products available at lower prices. Lidl has a large number of stores in the UK and plans to expand the number of stores to 1,000 (McCarthy,2019). This has greatly increased brand awareness and competitiveness.

Lidl's weakness is that its market share is not high compared to other large supermarkets in the UK. For example, tesco has 27% of the UK market share, while lidl has only 6% (Makortoff,2019). Although Lidl has a high reputation in Europe, its business development in Asia is not rapid.

Lidl's opportunity is to gain a higher market share in the UK grocery market through the expansion of the number of stores. At the same time, Lidl can expand websites and applications for sales, which will increase product sales.

Lidl's threat is that the speed of expansion of other supermarket brands will trigger more market competition. In addition, Lidl is prone to trigger price wars when its competitors compete for the market.
[bookmark: _Toc25673069]3.4	ADVANTAGES & DISADVANTAGES OF THE STRATEGY
[bookmark: _Toc25673070]3.4.1The advantage of cost leadership strategy
[bookmark: _Toc25673071]3.4.1.1 Product competitiveness.
Lidl's strong business structure enables Lidl to sell products at a lower price than other competitors. Although the price of the product is lower, higher sales can make up for the low profit of the commodity (Simon, 2010). Lidl offers over 90% of its own merchandise, and its extensive private label offers exclusivity and security. At the same time, Lidl can establish a competitive advantage when its competitors compete for market share. In addition, cost leadership strategies promote the availability of liquidity in the organization. Low-cost operating models allow organizations to spend more money on investment or product innovation. With its mature pricing model, Lidl has reduced competition from the market because competitors have difficulty achieving sales at lower prices.
[bookmark: _Toc25673072]3.4.1.2More flexible
The benefit is that Lidl's large-scale production and cost advantages set barriers to market entry, which will make fewer and fewer new organizations looking to join the industry. At the same time, when strong suppliers increase the price of their products, low-cost companies can have greater flexibility to deal with this problem. When commodities compete, Lidl tends to be better positioned than other companies in the industry（Houston，2013）. Organizations that charge lower prices but sell larger quantities of goods can keep the company profitable and increase market share（Gaille，2018）.

[bookmark: _Toc25673073]3.4.2The advantage of cost leadership strategy
[bookmark: _Toc25673074]3.4.2.1 No irreplaceable
The disadvantage is that once the organization announces a process that can save business costs, competitors in the same industry can quickly replicate the technology to achieve the effect of imitation. If the technology is replicated, the price advantage that the organization has will no longer exist.（Poulter，2014）
[bookmark: _Toc25673075]3.4.2.2 Price war
Another disadvantage of Lidl's cost-leading strategy is that it may trigger a price war, as its lower price may force competitors to lower prices to compete for market share（Meissner，2010）. In the case of low product prices, only when a large number of sales are generated can the cost leadership strategy achieve the overall profitability of the organization.
[bookmark: _Toc25673076]3.4.2.3 Lack of predictability of the market. 
At the same time, organizations that use cost-leading strategies focus on reducing product costs, thereby losing their ability to anticipate market changes in products. Companies may find that the products they produce are cheap, but they do not satisfy consumer preferences. This is the most dangerous aspect of taking cost-leading strategic companies（Niedt，2019）.Focusing on low-cost transactions, Lidl is prone to neglect market research. In addition, Lidl is also more susceptible to changes in the market environment due to cost reduction strategies. Organizations with cost leadership strategies have less reaction time to respond to market changes.


















[bookmark: _Toc25673077]4.0 Conclusion 
In short, Lidl uses a cost-leading strategy to reduce the cost of production and service, and to provide customers with affordable goods.
The main strategy of Lidl is to use its own brand extensively and to ensure that the product meets the quality requirements of consumers. Lidl strictly controls the types of goods, and the sale of goods is mostly based on daily necessities. In addition, Lidl uses a segmentation strategy to segment the market. Although this part of the customer has no loyalty to its brand, it helps to facilitate short-term sales of the product. Therefore, the cost of storing the Lidl product is small, and the circulation rate of the product is high. At the same time, Lidl achieves long-term success through training employees. The number of employees in each store is small, but employees can replace each other's work.
Lild has taken advantage of its cost-leading strategy. Lidl's own products meet the needs of low-income groups because of its lower prices, and at the same time attract a wider consumer base because of the quality of its own products. This helps Lidl increase sales while controlling costs. In addition, the number of Lidl stores is large, which undoubtedly helped Lidl to create brand awareness.
However, there are some shortcomings when the organization adopts this strategy. First, lower prices tend to trigger price wars, forcing competitors to lower prices. In addition, organizations' cost-saving processes are vulnerable to imitation, threatening the organization's profitability.























[bookmark: _Toc25673078]4.1 Recommendations
Based on the SWOT analysis of Lidl and the advantage and disadvantage of the cost leadership strategy adopted by the organization, the following recommendations are made.

Lidl's cost leadership strategy can provide customers with lower-priced products. Therefore, Lidl should continue to open more stores in the UK to expand brand influence and market awareness.
At the same time, Lidl can develop and implement high-end branded products to compete with large supermarket retailers for new customer segments and compete in more complex market environments.
Lidl can also perfect its own shopping application to meet consumers' convenient online shopping needs and reduce delivery time. This can continue to increase sales due to price advantages and attract those who are busy with work and have no more time to shop.
Lidl can also monitor competitors' new services to determine if they are threatened.
Lidl can build more warehouse distribution centers, which can reduce delivery times to individual stores.
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