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Executive summary
· Outline of the purpose
Based on the existing strategic management theories and models, this paper selects Lidl as the analysis object, and studies how to efficiently and rationally use Lidl’s own resources and capabilities to establish and develop its core competitiveness, formulate strategic goals, and implement strategic decisions to achieve sustainable development in the UK.  
· Brief Background information of Lidl
Lidl was a small food wholesale store in the 1930s, but after more than 80 years of development, it has developed into a fast-growing retailer in Germany. Currently, Lidl is the second largest supermarket in Germany and has become a leading European retailer in more than 30 countries, with more than 10,000 stores in the world.
· Summary of the findings
When Lidl found that people in the UK are more willing to wholesale things at a relatively low price, Lidl adopts cost leadership and focus strategy to open market in the UK and gain profits. In order to reduce operating costs, Lidl chose to open small retail stores.   
· Summary of the advantages and disadvantages and the implications of these strategies
Cost leadership and focus strategy can help Lidl gain a price advantage. A lower cost can improve the marginal benefits of Lidl, enhancing its ability to bargain with suppliers and reducing the ability of buyers to bargain. However, competitors may adopt differentiation strategy against Lidl with distinctive service or various product categories.
· Summary of the recommendations
Except for consolidating its low-cost strategy, Lidl can adopt service differentiation that may increase customer loyalty.


1. Introduction
This is a report about how Lidl, the second largest Germany supermarket, developed its market share in the UK and maintain sustainable development by using competitive strategy. First, the paper talks about the importance of strategies for the long-term development of enterprises. Then, taking Lidl as a case, the paper illustrates how Lidl developed the market in the UK based on cost leadership and focus strategy from Porter's generic strategies. At last, the report presents the advantages and disadvantages of using above-mentioned strategies and give a conclusion.

Whether a company can achieve sustainable development is the starting point and ultimate purpose of formulating its strategic goals (Zhu, Zeng & Huang, 2017). Enterprises need to not only understand the past and current status of themselves and their industries, but also be aware of the dynamic changes of the internal and external environment, analyze their own strengths and weaknesses, and carry out strategic management in light of actual conditions. In contemporary society, the global business environment is highly variable and fiercely competitive. There are many factors that influence and promote the company's sustainable development, such as the generation of new technologies, the implementation of differentiated strategies, and the changes in the market and customer needs (Conroy & Berke, 2004). What is more, in order to achieve long-term sustainable development, it is crucial for enterprises to have clear strategic operational objectives and effective strategic decisions (Porter, 1980). As Porter (1980) stated, strategy is the combination of the achievements that companies struggle for and the methods that companies seek to achieve the goals. In other words, through strategic management, enterprises can effectively evaluate existing resources, discover the shortcomings of the industry strategy, and make overall deployments for the future development, so as to efficiently accomplish the set goals.

For companies, the purpose of adopting strategic management is to achieve their sustainable survival and development (Li, 2019), which need enterprises to plan the future direction and make target-oriented decisions under the severe challenging environment and fiercely changing market competition to achieve the specific goals. That is, once the corporate’s strategy strengthens the business operation, supports its decision-making, and guarantees the superior position of the company, the success of the business can be effectively promoted (LaMarco, 2018). However, for companies seeking long-term sustainable development, merely setting a perfect strategic target cannot fully achieve the expected results, it is also a crucial step to adjust and allocate resources according to the strategic objectives to achieve coordination with the implementation of strategic decisions (Chen, 2019). Therefore, the enterprise should make overall, long-standing and competitive strategic decisions. At the same time, the creativity, stability and feasibility of the strategy should be taken into consideration. 

[bookmark: _Hlk25527804]2. Background of Lidl 
Lidl was a small food wholesale store in the 1930s, but after more than 80 years of development, it has developed into a fast-growing retailer in Germany. Since the 1990s, Lidl has been actively pursuing the entire European market, opening new markets in the UK, France, Italy and other European countries. In 2015, Lidl has become a leading European retailer in more than 30 countries, with more than 210,000 employees and more than 10,000 stores worldwide (Lidl, n.d.). In 2017, the BBC reported that the cheap supermarket Lidl has surpassed Waitrose to become the seventh largest supermarket in the UK (BBC News, 2017).

3. Definition of Major Concepts
· Strategy
Strategy is a long-term plan and a big-picture goal, which is the core concept for the discussion of strategic management theory, and takes a long time to plan, to formulate and to achieve (Ma, 2017). The concept of strategic management was first proposed by Ansoff (1972) and has since been widely used. The classic definition of strategic management can be found in the From Strategic Planning to Strategic Management, Ansoff, Declerck and Hayes (1976) defined strategic management as the fundamental and long-term planning and guidance for the entire business activities based on the analysis of the external environment and internal conditions of the enterprise, which is a dynamic, continuous, and future-oriented process from decision to implementation to guarantee the continuous production and development of the company. Its main task is to help the organization establish its fundamental mission and business objectives, and then adopt the right strategy to achieve the goals and accomplish the mission (David, 2017). Common divisions of strategy include company-level strategy, business-level strategy, and functional-level strategy (Du, 2015a). 

· Business level strategy
[bookmark: _Hlk24883186][bookmark: _Hlk24886044]The competitive strategy belongs to the business-level strategy and is governed by the company-level strategy to manage and guide specific actions of specific strategic units (Du, 2015b). There are three key issues to be emphasized for the company to form a competitive advantage and maintain a leading position, which includes identifying customer needs, keeping unique from competitors, and strengthening the characteristics of the company’s products (Porter, 1980). The Competitive Strategy, also known as Generic Strategy, was proposed by Michael E. Porter (1980), which refers to the long-term behavior of an enterprise to attack or defend against the competition of the same use value. The strategy contains three highly effective competitive strategies as shown below: cost leadership, differentiation, and focus.
[image: ]
Figure 1-1
a) Cost leadership 
[bookmark: _Hlk24916862]The cost leadership strategy is to strictly control each link in the management as much as possible to reduce costs and maintain price advantage, which emphasizes the provision of standardized products to price-sensitive customers at very low unit costs. Although quality, service, and other aspects cannot be ignored, the whole strategy is to make the cost lower than the competitors. A favorable position to win the lowest total cost usually requires a high relative market share or other advantages.
b) Differentiation
The differentiation strategy is that the company's products or services are more distinctive and irreplaceable. This strategy focuses on a more unique strategy that can bring long-term competitive advantages to the company and consolidate its defensive position because of the non-copyable products and customer loyalty. Furthermore, the enterprise can differentiate its products or services to establish something unique in the whole industry.
c) Focus
The focus strategy means that taking a specific area or customer base as the starting point for enterprises to expand the market, achieving larger or more stable profits in a seemingly smaller market environment. In doing so, the company can concentrate its strength to avoid the excessive management cost or scattered strategic objectives caused by the large business scale. 

4. Lidl’s strategy in the UK
There is no fixed strategy for developing one company’s market share under different circumstances. Lidl has been taking cost leadership strategy and focus strategy to maintain its sustainable development in different countries. For instance, as the No.1 and No.2 retailer in Germany, Aldi and Lidl had jointly driven the world's largest retailer, Wal-Mart, out of Germany by using low-cost strategy, which brings the two fame and wealth (Sang, 2019). Afterwards, using the same strategy, they defeated Wal-Mart in Australia and forced 269 Wal-Mart stores in the US to close up (Anderson, 2017). Similarly, for opening the UK market, Lidl takes its price advantage to promote itself, attract customers from different walks of life, and increase its market share in the UK. Additionally, in recent years, large-scale supermarkets have gradually shown their inadequacy, while small convenience stores have demonstrated their increasing return on investment (Ruddick, 2015). For example, large supermarket chains such as Tesco, Asda, Sainsbury’s and Morrison’s in the UK occupy a large area, own a large number of employees and have sufficient inventories, which cause higher operating costs. However, for Lidl, its initial business strategy was to focus on small retail stores, because small convenience stores require much less capital and easy to manage to expand. 

5. Implementation of the strategies
Although Lidl entered the UK as early as the 1990s, the real counterattack was after the financial crisis in 2008 causing the tight budget for the British people. The rise in Lidl’s profits in the UK is linked to the economic downturn over the past few years. When the cost of living rises, consumers will seek cheaper goods. Therefore, Lidl focuses on strengthening the price war, selling a lot of good quality products at prices lower than those of the UK's four largest supermarkets. When food prices are rising around the world, Lidl still keeps its price lower than that in other supermarkets. More than 80% of products in Lidl are food and beverages, and its prices are generally 30% to 50% lower than that in ordinary supermarkets (Reagan, 2018). As a result, Lidl doubles its market share in less than 10 years. What is more, in order to realize cost reduction, Lidl adopts centralized bulk purchase that the order is usually a batch of no less than 50,000 items as long as the product and model are determined (Sang, 2019). In this case, Lidl’s cost of procurement, negotiation, warehousing and logistics will be much lower than that of other retailers who pursue a variety of products, which explains why Lidl has achieved explosive growth in recent years. Once Lidl wins such a position, its higher margin can be reinvested in bulk purchase and new equipment to maintain cost leadership, which is often a prerequisite for maintaining a low cost.
In addition, Lidl adopts focus strategy to keep its model of small wholesale supermarket. Nowadays, more and more families choose to buy large quantities of food and household goods at one time, so they are willing to consume in a wholesale store with a relatively low price. Lidl not only provides good quality products at a low price but also supports wholesale, which is particularly suitable for price-sensitive consumers who like to stock up. Moreover, Lidl’s discount stores operate differently from ordinary supermarkets, family stores, or farmers markets with French characteristics. In general, its stores are only two or three hundred square meters, with narrow aisles and simple product packaging (Peterson, 2019). The choice for brands of the same category of products is also limited, consumers don’t need to be tangled for choosing one product from over 20 brands. Analysts believe that the reasons for this discount chain model to win the leading position in the market are more than just price advantage. In addition to its lower cost caused by large-scale purchasing model, the moderate store size and the suitable number of varieties are also the distinctive features for attracting customers (Mallinson, 2019).

[bookmark: _Hlk25527966]6. Advantages and disadvantages of the strategies and the recommendations
· Advantages
By taking cost leadership and focus strategy, the cost of Lidl is lower than the competitors in the same industry. When the product is sold at the average price in the market, the profit obtained by Lidl is higher than the average level of the industry. This advantage is much obvious when the price is cut down. Under this circumstance, due to the reduction in sales prices, the profits of other companies will be reduced, but Lidl can maintain its profit space. Furthermore, low cost allows Lidl to response flexibly to a price increase from suppliers. 

· Disadvantages and recommendations 
Cost leadership and focus strategy of Lidl emphasize its lower price and smaller store size, which give full play to the existing advantages of the enterprise, win the market with business specialization and obtain excess profits, but the ability to resist industry risks is low. That is, these strategies are focusing on a certain consumer group who are sensitive to the price and care less for the product varieties. However, when competitors start to emphasize their product differentiation that may allow customers to pursue without being concerned about the price, Lidl will lose its competitive advantages. In this way, Lidl needs to pay attention to capture market information, develop its effective defense system, enrich the strategic structure, and consolidate the market position of cost-leading strategy. For example, when Lidl continues to consolidate its price advantage, it can strengthen the construction of its service system at the same time, providing distinctive service that is hard to be imitated to increase their customer loyalty. Besides, Lidl can implement the differentiation strategy from the perspective of technical uniqueness, performance characteristics, business network and so on.

7. Conclusion
The success of business operations is inseparable from efficient and rational strategic management. Effective strategic management is based on the actual use of resources and capabilities to develop strategic goals, and then the core competition of enterprises can be established through continuous improvement and optimization of these resources. Lidl adopts cost leadership and focus strategy to achieve its sustainable development in the UK with its price advantage. The lower operating costs help Lidl gain more profits and reinvest itself to expand its market share. However, except for maintaining its cost leadership, Lidl needs to develop its differentiation strategy against other competitors. 
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