
Content
1.0 EXECUTIVE SUMMARY	2
2.0 Introduction	3
2.1 Background of the organization	3
2.2 Definitions of major concepts	4
2.2.1 Strategies	4
2.2.2 Business level strategy- Porter’s Generic Strategies	4
2.2.3 Competitive advantage	5
2.2.4 The strategy clock	5
3.0 Main body	6
3.1 Main findings	6
3.2 Lidl cost leadership strategy	7
3.2.1Brand image	7
3.2.2 Brand perception	8
3.2.3Investment	9
3.3 Advantages & disadvantages of Lidl cost leadership strategy	10
3.3.1 Disadvantages of lidl cost leadership strategy	10
3.3.2Advantages of cost leadership strategy	11
4.0 Conclusion	13
5.0 Recommendations	14
6.0 Reference	15
7.0 Appendix	15
Appendix1 PEST analysis	15
Appendix2 unemployment in the UK	17
Appendix3 Market share of UK	18
Appendix4 SWOT analysis of Lidl	19
















[bookmark: _Toc25054416]1.0 EXECUTIVE SUMMARY
The report will:
1. Provide a simple background and definition of the main content of lidl.
Using PEST analysis to analyze the current market environment in the UK, the conclusion is that lidl has a good development prospect in the UK market. In addition, the reader's understanding is deepened by some definitions that provide the main content.
2. Identify the competitive strategy adopted by Lidl to develop its current competitive position and provide examples of actions taken to achieve it.
Before providing a competitive strategy for how to implement lidl, there are some discoveries about lidl, the UK's economic downturn, and falling revenues that laid the foundation for lidl's cost leadership strategy. In addition, lidl is one of the most valuable retailers in the UK.
3. Critically evaluate Lidl's competitive strategy in developing its competitive position and assess the strengths and weaknesses of its strategy.
The report confirms its cost leadership strategy by listing three examples, namely “Best Value Retailer in the UK” in 2019, new advertising promotion and investment of 15 billion pounds in the food, agriculture and production sectors in the UK. . In addition, lidl
4. Advise on the competitive strategy adopted by lidl.
Firstly, in the UK, Lidl does not have any loyalty programs. It is recommended that lidl establish a membership system as this is one of the ways to quickly increase customer loyalty.

Secondly, Develop and implement high-end branded products to compete with major supermarket retailers for new people

Thirdly, Lidl can be extended to Asian markets such as China and India.

finally, Lidl can expand their website to actually accept orders and sell products，This provides the influence of lidl in the UK. . Research shows that 40% of all UK shoppers say they have purchased food online, and six out of ten said they are most likely to shop online (IGD, 2017).
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[bookmark: _Toc25054418]2.1 Background of the organization
The first store of Lidl was built in 1973 in Germany, employing 3 staff and having around 500 product lines, until now employing over 22500 staff. Now, there are over 10000 Lidl stores worldwide. Lidl provide a limited range of necessaries and non-food offers, from household essential and baby care to award-winning wines and spirits, and having hardware, sports equipment, electronics and themed food products. Lidl's vision is to be one of the top brand discount superstores. In order to achieve this vision, the company has a new policy to open new stores. Opening a new store is the company's new strategy to capture more markets and attract nearby customers. Lidl's name is known for its discount stores, but discounts never appear. The current UK environment details can be found in Appendix 1. 


There are several news about Lidl. Firstly, Lidl GB announced on May 31, 2019 that it will introduce a new UK- first meat labeling system to improve transparency on the method of production for customers. 

Secondly, Lidl-GB in 2019 offers customers a sustainable choice in order to reduce the use and waste of plastics. Now, lidl has become the first supermarket in the UK to introduce reusable fruit and vegetable bags in all stores across the country.

Thirdly, Lidl build the new £70M head office construction site in 2019 and welcomes STR ED DAVEY MP to visit. The retailer has confidence and ambition in the UK market. 


[bookmark: _Toc25054419]2.2 Definitions of major concepts
[bookmark: _Toc25054420]2.2.1 Strategies 
Strategy is the long-term direction and scope of an organization. It allocates resources and capabilities to achieve stakeholder expectations and gain an advantage in a changing environment. (Johnson et al 2011).


[bookmark: _Toc25054421]2.2.2 Business level strategy- Porter’s Generic Strategies 
In the 1980s, Professor Michael Porter argued that there were only four fundamental strategic options available to all companies: Porter’s Generic Strategy Options, which helps company to obtain competitive advantages. This strategy includes cost leadership, differentiation, focus strategy. The cost leadership strategy is to achieve competitive advantages by using the lowest cost in the industry. Differentiation strategy is to use the uniqueness of the product to charge higher prices. A focus strategy is to achieve competitive advantages by concentrating on a special niche in the market place or offering products especially for that niche. 

[bookmark: _Toc25054422]2.2.3 Competitive advantage 
Competitive advantage is the factor that enables a company to compete successfully with its competitors on an ongoing basis, especially to meet the needs of consumers, for example, expenditure on advertising and sales promotion, excellent customer service, recruitment of the best people.

[bookmark: _Toc25054423]2.2.4 The strategy clock
The “strategic clock” represents a different position in the market where customers have different requirements for value for money. The strategy helps managers understand the changing needs of the market and the choices they can make about positioning and competitive advantage. (Johnson et al 2011).
Three of the positions are uncompetitive, which are focused differentiation, risky high margins and monopoly pricing. They are prices where the price is greater than the perceived value. If the market is highly competitive, there will always be competitors offering higher perceived value at the same price or offering the same perceived value at a lower price. These are three high-risk positioning strategies that are doomed to fail. Firstly, in any normal competitive market, it is difficult to sell products at high prices without justifiable reasons. Secondly, in most countries, monopolies are strictly regulated to prevent them from pricing at their own discretion. Thirdly, Low value and a standard price will result in loss of market share.  






[bookmark: _Toc25054424]3.0 Main body
[bookmark: _Toc25054425]3.1 Main findings
Lidl has taken business level strategy to achieve its competitive advantages. The tightening of income, the rise in unemployment and the increase in uncertainty in job security in UK have led to significant changes in consumer behavior. Consumers are increasingly likely to find the cheapest option. For many consumers, shopping habits have changed, including luxury goods or victims that are not considered essentials, and shoppers are increasingly concerned about buying the products they need at the cheapest price. (see Appendix 2). Therefore, lidl appeared and thrived. Lidl is one of the cheapest supermarket retailers in the industry with a well-known brand name. (Bosshart, 2006).  Lidl has always focused on selling quality products at the cheapest price. This shows that lidl is using a cost-leading strategy to achieve competitive advantage and implement the strategy with incredible efficiency.  (Morschett, et al., 2006).One of Lidl's main competitive advantages is its pricing strategy. In addition, Lidl has become one of the most valuable supermarkets in the industry. (Dolgui & Proth, 2010). Lidl  provide a limited range of necessaries and non-food offers, from household essential and baby care to award-winning wines and spirits, and having hardware, sports equipment, electronics and themed food products.


[bookmark: _Toc25054426]3.2 Lidl cost leadership strategy
Lidl's business model allows it to offer quality products at a low price, so a remarkable number of shoppers are always attracted by a limited price. A recession triggers consumer price awareness, and shoppers are less likely to spend money. The most common reduction measure is to reduce clothing spending. A strong business structure of lidl allows them to sell their products at incredibly cheap prices.




[bookmark: _Toc25054427]3.2.1Brand image
Lidl GB was recognized for its continued efforts to keep its prices low， and was therefore crowned as “Best Value Retailer in the UK” in the 2019 “Retail Week” Awards. Lidl improves its innovation and quality products while serving its customers.

Since opening its first store in 1994, Lidl GB has experienced unprecedented growth across the country in response to the rapidly growing demand for its low-cost, high-quality products. As a result, Lidl now has 760 stores and 13 warehouses in England, Scotland and Wales, and plans to open another 50 new stores this year.

In this rapid growth, social responsibility and sustainability remain the focus of Lidl's day-to-day operations. In 2015, the discount store became the UK's first UK supermarket to adopt the Living Wage Foundation, which invested millions of dollars in salary increases. Recently, Lidl announced the reduction of its 9p reusable plastic bags, as it saw plastic waste, and announced a way to reduce plastics. In 2018, the grocery store was one of the first retailers to publish its food waste data, and was committed to achieving the “sustainable development goal” of reducing food waste by 30% by 2030. Back, it has linked all its stores to local goodies and launched the industry-leading “great, waste bin”.

Lidl UK CEO Christian Härtnagel commented: “Value and quality are the true core of the work we do. This outstanding award strongly reflects our business principles and emphasizes that low prices do not mean that customers must be compromised. It’s very important. Now, more than ever, we take responsible actions and make a positive contribution to the communities we belong to so that we can continue to make quality food available to all.

The above information shows that we can know that lidl has always been committed to low price and high quality products. In addition, lidl has always been concerned with sustainable development and social responsibility, and has been working hard for it. Therefore, lidl's brand image and business value have been recognized by most people and have good development prospects.



[bookmark: _Toc25054428]3.2.2 Brand perception 
In 2019, Lidl GB announced its new advertising campaign which corporate images with a fresh, bold achieve retailer's famous "big on quality, price-leading" brand promise. The new promotion will see supermarkets bring the concept of “big on quality” to the forefront, which shows that Lidl's quality is “big on” and Lidl's price is always the lowest. New ads will be supported by integrated multi-channel marketing campaigns across a variety of platforms, including print, broadcast, digital, film and outdoor spaces. The event will also take place at social, physical stores and point of sale.

Ryan McDonnell, chief business director of Lidl UK, explained: “Everyone knows that we are Lidl in price – we are known for their amazing low prices – customers like our Deluxe series, UK products and award-winning products. Now, we want to remind consumers Our "strength" - that is quality. 

The new executive program is dynamic and modern, with a strong emphasis on the quality and range of all store categories, which means that Lidl can “satisfy” all the daily necessities required by major home stores as purchases for top-up stores and special treatments.

The event shows that consumers enjoy a wide variety of delicacies in a variety of life situations and moments, and can't stand without products, which is the promise of retailers, from cleaning products, flowers to barbecue and roasting. Bread, all products have a "high quality" guarantee, fresh vegetables.

In addition, lidl indicated that it would donate 250,000 meals to local community projects during the holiday season. To date, Lidl stores across the UK have donated 4.3 meals and more than 1,800 tons of surplus food to a good cause across the UK. This activity is not just about providing meals, it is a special behavior to bring disadvantaged groups into our community to ensure they get the support they need.

Lild has established a low-priced, high-quality image through new advertising and charitable donations. New advertisements effectively increase the visibility and brand image of the lidl brand, and people will be influenced by the brand in their lifestyle. In addition, this information also shows that lidl is not only a low-priced, high-quality company, but also has a willingness to contribute to society, which is beneficial to lidl to establish a good corporate image in the community, while achieving higher business returns.

[bookmark: _Toc25054429]3.2.3Investment
Tuesday, October 22, 2019, discount supermarket chain Lidl GB announced that it will invest 15 billion pounds in the UK's food, agriculture and production sectors over the next five years. Lidl believes that long-term partnerships with farmers have become particularly important during times of economic uncertainty.

Ryan McDonnell, lidl GB's Chief Commercial Officer, said: “As our business continues to grow, it is vital that our suppliers are always at the core of our growth plans, which is why we are committed to investing at least £15 billion over the next five years. Our business is closely related to its suppliers, so our investment and commitment are critical to ensuring that they can invest and expand with us. 

The Supermarket continues to support suppliers by introducing long-term contracts to help them invest in the future, create new jobs and grow their businesses. It also introduced a young farmers program to support talent in the agricultural industry. Currently, two-thirds of lidl's products come from UK suppliers, and one-fifth of the Lidl products sold in Scotland come from Scottish suppliers. Today, lidl offers more than 1,800 UK-made products, including its own brand of eggs, milk, butter, butter, fresh beef and fresh chicken. Lidl GB is committed to increasing the sales of fresh meat, poultry and fresh produce purchased in the UK by more than 10% in the next 12 months. This is a commitment to pledge 100% of the listed fresh poultry from UK farms.

All in all, Lidl has long been committed to working with local suppliers and maintaining a close relationship. This is very helpful for Lidl to develop a cost leadership strategy. Politically, Brexit has become a huge challenge for lidl, and then lidl reduces the demand for imports and exports by building a good relationship with local British suppliers and most of own brand products, thereby reducing tariff expenses. This also caters to its strategy-cost leadership strategy.



[bookmark: _Toc25054430]3.3 Advantages & disadvantages of Lidl cost leadership strategy
[bookmark: _Toc25054431]3.3.1 Disadvantages of lidl cost leadership strategy
3.3.1.1 Association with lower quality
Lidl is increasingly focusing on low-income groups. The image of low-quality participants is likely to be established in the economic field. In the long run, this may affect the growth of companies such as Lidl, and Lidl now needs to survive in low-value and low-value areas. Lidl impressed most buyers - a high quality, low price corporate image. Recently, Lidl has also met the needs of middle-class consumers by offering more high-end products at generally competitive prices, such as Heidi Klum's clothing line. Such cooperation seems to give Lidd the opportunity to get rid of the cheap title. This strategy not only extends Lidl to a broader consumer base, but also gives Lidl a competitive edge in the apparel industry. But Lidl seems unlikely to successfully launch a high-end fashion product line because people tend to link supermarkets to cheap discount products.


3.3.1.2 Possible Price Wars
Lidl has always been known for predatory and discriminatory prices, and there are many stories about how to force suppliers to lower prices. Lidl has also been weakening competition through unethical pricing strategies.
In recent years, British grocery retailers are experiencing significant changes in consumer behavior. The recession and the consequent tightening of income have led many consumers to choose the cheapest commodity when they buy. This has led to the proliferation of discount stores, especially in the UK. The market share of the Big Four is declining, and their sales in the UK are facing difficulties. The stock price has also been hit. Therefore, the four major supermarkets will choose to lower the price most of the time to deal with the rise of discount stores. This will trigger more potential price wars.



[bookmark: _Toc25054432]3.3.2Advantages of cost leadership strategy
3.3.2.1Potential of ability to outperform rivals
The British grocery market is a highly competitive and saturated market with thousands of competitors. The essence of the market is that demand is unique because of its price elasticity. As we all know, it is difficult to increase market share (Burt and Sparks, 2003). Since entering the market in 1994, Lidl has taken root and has more than 600 stores, which proves Lidl's great success (Lidl 2012). They are now a strong competitor that other major supermarkets are worried about. The four largest supermarkets in the UK, such as Tesco and Asda, have now lost market share due to the discounted supermarket Lidal (Butler, 2015). Brinded (2015) pointed out that as of May 2015, Lidl's market share reached a record 3.9% and sales increased by 8.8%. The performance of this growth is largely due to the cost leadership strategy implemented by Lidl. These four supermarkets paid a price for this.

3.3.2.2Resist the five forces
According to competitive rivalry, in the UK market, lidl and the four major supermarkets are increasingly competitive. The emergence of discount stores undermined the oligopoly of the four major supermarkets. Lidl's low price has already triggered a price war between supermarket competitors, and they are lowering prices to remain competitive. However, this increased threat may cause trouble for supermarkets such as Asda, Sainsbury's and Tesco because they simply cannot enjoy the economies of scale that discount retailers have, such as Lidl's different business models. This industry is very competitive. 

According to Bargaining power of suppliers, about 90% of the products in the Lidl store are private labels. The benefits of selling these brands are twofold. Lidl cut the middleman and eliminated any additional costs from the supplier. The company also has better control over manufacturing costs and can set prices on its own. This, in turn, means that the product's sales margin is higher than the national brand compared to the original brand because the initial cost is much lower.

According to Bargaining power of customers
Lidl now has a high brand awareness and is known for its low price, high quality corporate image. Its product price is usually much lower than that of its competitors, and most buyers will choose to buy necessities in lidl. Due to the economic recession in the UK and the increase in unemployment, most buyers will choose to purchase necessities in Lidl. Therefore, in the face of the low price of lidl, the buyer's bargaining power is very low.  

According to Threat of new entrants
Due to the aggressive marketing and pricing schemes of large retailers in the industry, it is not easy for new entrants to enter the market. However, the entry and exit costs of the food retail industry are low, and changes in consumer behavior make it possible for new entrants to successfully enter the market. In addition to low growth rates, the industry is less attractive to new entrants. In short, the threat of new entrants is moderate (Datamonitor (a), 2010, p. 18).

According to Threat of substitute products or services
The only real substitute for food retailing is catering services such as fast food restaurants. But for consumers, catering services are complementary rather than substitute. Another more direct alternative is the individual and family who grow their own food. This approach is no longer used today due to changes in consumer behavior and the threat of economic and political instability. Therefore, the threat of alternatives is small (Datamonitor (a), 2010, p. 19).


[bookmark: _Toc25054433]4.0 Conclusion 
In summary, PEST analysis proves that lidl has a promising future in the UK, and lidl faces the challenges of other competitors in the market by using cost leadership strategies. The corporate image of ‘high quality, low price’ has been recognized by customers. In 2019, the company's promotion of "Best Value Retailer in the UK" and new advertising proved the correctness of the lidl cost leadership strategy. In addition, lidl will invest 15 billion pounds in the food, agriculture and production sectors in the UK. This behavior is achieved through the realization of social responsibility to achieve its cost leadership strategy.

Lidl's cost leadership strategy has some advantages, such as its existence has already threatened competitors. Competition uses price wars to treat lidl. On the contrary, this strategy also has disadvantages. For example, the low price of lidl often allows shoppers to link their products to low-quality products. This may cause lidl to spend a lot of resources to improve the corporate image.

The final recommendation is to provide four recommendations to lidl by using SWOT analysis.










[bookmark: _GoBack]
[bookmark: _Toc25054434]5.0 Recommendations
Based on the SWOT analysis (see Appendix 4), two suggestions can be made which will help Lidl gain a larger share of the UK grocery market.

In the UK, Lidl does not have any loyalty programs. It is recommended that lidl establish a membership system as this is one of the ways to quickly increase customer loyalty.

Develop and implement high-end branded products to compete with major supermarket retailers for new people

Lidl can be extended to Asian markets such as China and India.

Lidl can expand their website to actually accept orders and sell products，This provides the influence of lidl in the UK. . Research shows that 40% of all UK shoppers say they have purchased food online, and six out of ten said they are most likely to shop online (IGD, 2017).
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Political economy
The UK economic crisis has affected consumers, their consumer income has decreased, and prices have risen, nevertheless, people have to buy something. As a result, people’s consumption behavior has undergone tremendous changes, and the economic downturn has led people to switch to cheaper alternatives, making it increasingly important for discount stores to see their market share.

In addition, the Brexit will also lead to new challenges for discount stores, as the fall in the pound may lead to price increases. (The Telegraph, 2016/ Armstrong. A) This may affect Lidl because Lidl has purchased about 70% of its products in the UK and therefore has a higher price after the Brexit. (Lidl website, 2017). Due to the weakness of the pound and rising prices, discounters may find it difficult to keep prices to a minimum. (The Financial Times, 2016/ McClean P)

Since Lidl is focused on local products, it will not be affected by import tariffs, and as people turn to cheap grocery shopping, it will attract more consumers. Lidl remains a positive attitude towards the Brexit.

Social
In the past few decades, Lidl has been paying attention to low-end consumers, so the image of people is inferior and cheap. Lidl is now ready to turn to the upper middle and upper middle consumers. (The Telegraph, 2015/ Dan Hyde) Lidl is committed to changing consumer perceptions of the lidl tradition. To this end, lidl has done a lot of social activities to change its corporate image, such as plans to provide entertainment coupons for families, including free entry for children into LEGOLAND, the Sea Life Center and even the playground.
Its social activities not only enhance the relationship and value with consumers but also enhance their brand image and reputation.

Technical
In 2017, Lidl signed a contract with Peterborough to build a 754,000-square-foot largest regional distribution center in Peterborough. The particularity of this distribution is the use of the latest energy-saving methods and zero-carbon technology, while creating about 500 jobs. (Birmingham Post, 2015/ Brown. G) 

However, it can be said that Lidl's investment in the latest technology is limited. As a discount store, it must minimize its cost. More importantly, the fact that Lidl does not offer online services in the UK is a huge disadvantage, as online shopping is a growing approach that underscores Lidl's lack of ability to truly adapt to environmental trends. (IGD, 2017 / Robert L)

Surroundings
Consumers are increasingly aware of the importance of the environment, and sustainability has become a way for companies to differentiate. Developing a plan to solve environmental problems is conducive to building a good corporate image to attract more consumers. Lidl focuses on initiatives that benefit the environment and promote its “better tomorrow” message (Lidl website, 2017), for example, promoting reusable bags, for a fee of 5 pence per sale for a donation and recycling About 40,000 tons of cardboard and plastic.
In addition, Lidl-GB has become the first supermarket in the UK to introduce reusable fruit and vegetable bags in all stores across the country, with the aim of providing customers with a sustainable option to reduce the use and waste of plastics in the long run.

However, on the other hand, Lidl needs to reduce costs in order to provide consumers with cheap prices. Therefore, it has no resources to invest in a large number of green technologies and environmental initiatives. It has proven to be ranked as the second most unethical supermarket in terms of environmental efficiency and product sustainability. (Independent, 2016 / M, Broomfield)

This shows that although lidl has made efforts for sustainable development, Lidl did not provide sufficient measures to maintain it for strategic reasons, which may affect customers' perception of Lidl.

Legal
In this section, mention can be made of the GMB union's fight with Bridgel in Bridgend, South Wales. In fact, Lidl believes that his employees are supported by the organization, so there is no need to join a union. This started a legal battle in August 2016, but Lidl lost the law, forcing the supermarket to allow hundreds of warehouse workers' unions to represent. ("Morning Star", 2016 / Lazenby P)

This suggests that Lidl should respond to local laws and regulations to avoid reputational costs and negative impacts.
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	Opportunity
The UK's economic recession, rising unemployment, and the shift in people's shopping habits provide opportunities for development in lidl

With the development of the online retail industry, geographical boundaries are no longer important. Technology has opened up new market segments and new markets for most retailers around the world.
	

	Weakness
Lidl lacks attention to the Asian market, and Lidl mainly limits itself to Europe, the United Kingdom and the United States. Asia has some of the most promising emerging markets, such as China and India.

Lidl's corporate image was corrupted by its unethical business practices, scandals and discussions about the minimum wage, which affected almost all discount stores.

Lower customer loyalty
	Strength
Lidl product prices are lower than other competitors in the market.

Lidl has a wide range of private labels, cutting down on middlemen, thus eliminating any additional costs from suppliers.

Lidl is well known and has a large number of stores throughout the UK and Europe.



	
	Threat 
Online store competition, like Amazon

Lild pays too much attention to low-income people, and it is likely to establish the image of low-quality participants. In the long run, this may affect the growth of Lidl.

Most of Lidl's products are inexpensive, and most of them are private label brands, so they are of lower quality than competitors' products.
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