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1. [bookmark: _Toc17604][bookmark: _Toc496043657]eXECUTIVE sUMMARY

The purpose of this report is to find out the enterprise competitive strategy suitable for the development of Lidl company, and to put forward the corresponding suggestions through this competitive strategy. The report begins with a background on Lidl, a German supermarket chain that gives readers a better understanding of what kind of chain it makes and paves the way for later reading. Until now it has maintained the title of Germany's largest supermarket chain. Through Porter's general strategy, we can see that the main strategy chosen by Lidl is the cost leading strategy. Lidl reduces manual services through its own cashier, rarely sees cashiers in their supermarkets, and limits the size of supermarkets. Every corner will be full of goods, so that every inch of land will not be wasted. This strategy has brought rich funds to the company and brought great help to the follow-up development of the company. The advantage of this is to save costs, lead costs, make more profits and improve work efficiency. Because the current market is close to saturation, it is difficult to improve their production competitiveness, which is not conducive to the development of the company. However, Lidl has also discovered the seriousness of the problem and is willing to make changes to join more advanced markets. Lidl will adjust its old strategy and business plans to attract customers in new ways, with no emphasis on low-price policies.
With regard to Lidl's recommendation, because the company has been using a low-cost strategy, there may be some bad ways to reduce costs, such as forcing suppliers to sell their own goods at below-market prices and implementing monopolistic policies. This will bring a lot of negative effects to the company. Therefore, the company should be concerned about the changes in the market, take corresponding action to leave a good impression on others, another need to improve the management system, because the supermarket cashier is very few, store staff will face greater pressure during the peak period, because of the fixed revenge will also make the enthusiasm of employees is not very high. Therefore, the company should improve the corresponding management system, improve the efficiency of employees, increase the enthusiasm of employees for work and attitude towards customers, so that the company can develop well and open.
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2. [bookmark: _Toc496043658][bookmark: _Toc27003]Introduction
 
2.1 [bookmark: _Toc513]Main purpose and applicable population
This article is about the analysis of Lidi Company, which mainly analyzes the background of the company, the market position of the company and the policies used by the company. Through the analysis, we find out the advantages and disadvantages of these policies, and give appropriate suggestions, such as finding stable contracts, reducing basic costs and so on, so that the company can develop steadily and rapidly.

The purpose of the report is to help companies better find their own development path, through the analysis of these policies to make appropriate plans. The applicable group of the article includes the managers of the company and those who are ready to set up a new company in the market.

2.2 [bookmark: _Toc29601][bookmark: _Toc496043660]Background of the organisation

Lidl Stifong&Co.Kg, a German global discount supermarket chain with more than 10000 stores, first originated in 1930, when half of the shoppers in the UK, then known as Schwarz Lebensmittel-Sortimentsgro handlung, visited Lidl. It is now part of the fifth-largest retailer, Schwarz Group, with sales of $82.4 billion. First of all, these medium-sized food supermarkets are mainly based on food, but they launch a series of daily necessities or specialty foods every week to attract customers. (Dubai,2017)

For example, if the theme is American food,  the company will place all kinds of American food in a specific place. If it is barbecue next week, the company will remove all American food from the shelves and put on all kinds of daily necessities and food related to barbecue. The company is also known as the supermarket of the poor. Stores are generally not very large, but daily necessities and small household appliances sales are very large, in the procurement trend concentrated mass procurement. As long as a product is identified, it usually only needs one model, and usually the order quantity is not less than 50000 pieces.（Wangxubo,2015)Now the company is rapidly occupying the international market in larger, hungrier and more savage ways.


2.3 [bookmark: _Toc16284]Definitions of Major Concepts

Strategy：The strategy is to set goals and to develop a long-term objective decision for an enterprise, as well as the actions required to achieve these goals, as well as the method of resource allocation.（Lida,2019）

Business level strategy：The business layer strategy refers to a whole set of mutually coordinated missions and actions, and provides the customers with the corresponding value. Through the use of the core competitive power of a specific product market, a certain competitive advantage is obtained, which is favorable for realizing the high profit and realizing its competitive advantage in terms of price.（Qianwang, 2014）

Competitive advantage：Compared with competitors, it is divided into cost advantage, difference advantage and focus advantage. In some ways, an enterprise or country can bring more profit or benefit than other enterprises or countries, resulting from technology, management, brand, labor cost and so on.（Xiaoxiao,2019）

The report will analyze Lidl through Porter's Generic Strategies, including four basic policies, which can make the company develop steadily. The main purpose is to require the company to establish a certain scale of production facilities, to do its best to reduce costs on the basis of experience, to pay close attention to the control of costs and management costs, and to minimize the costs of research and development, services, sales and advertising. In order to achieve these goals, it is necessary to attach great importance to cost control in management. Although quality, service and other aspects can not be ignored, the theme throughout the strategy is to make costs lower than competitors.（Brown, 2016）
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Source of Competitive Advantage
FIGURE 1 - Four fundamental strategical options of Porter’s Generic Strategies

Cost Leadership：
The cost-leading strategy is about low-cost and high-return.A company that follows a cost-leading strategy is generally the company of the lowest cost manufacturer in the industry. The lowest cost company will make the highest profit without difference in competitive products and sell it at the standard price of the market. Companies emphasize cost reduction in every activity in the value chain. A company may lead in cost, but that does not necessarily mean their products have a lower price. Higher profits mean that the cost and price of goods are very different. In some cases, for example, companies can charge an average price while following a low-cost leading strategy and reinvest additional profits in the enterprise (Eldring, 2018). The risk of following a cost-leading strategy is that companies focus on reducing costs, sometimes at the expense of other important factors, and may become so dominant that they lose the foresight of why they started implementing such a strategy in the first place.
Differentiation：
Differentiation refers to some aspects that customers attach great importance to and strive to be unique in the industry. There are two main areas of differentiation: tangible and invisible. The tangible aspects are usually carried out around the content of the product, such as product design and production, delivery system and its promotion activities and so on.(Dubai,2017)
When a company distinguishes its products, it is usually able to charge a premium on the market for its products or services. Some general examples of differentiation include better product performance and more efficient service to customers. For companies that adopt differentiation strategies, companies must bear additional costs. These additional costs may include advertising (which reflects the different brand image of the product), which is called a cost and investment. McDonald's brand name, for example, is different from Burger King's brand image. Differentiation strategy has many advantages for enterprises. It is difficult for a company to calculate whether the additional costs of differentiation can be recovered from customers through premium pricing. In addition, a successful differentiation strategy may attract competitors to enter the company's market segments and replicate differentiated products.(Tripod, 2018)
Cost focus :
The main method of this strategy is the cost, difference and focus of the product on the big market and the small market. The cost-focused strategy means that the company needs to follow a low-cost concept, with a lower product price. Unlike the cost leadership, the market for which it corresponds and services is very small. All companies are able to provide more reasonable prices for different types of customers, and in this way reach the ability to compete with other large companies and ordinary companies. This strategy is very challenging, as lidi control of prices and the control of the market are generally lower than those of large companies.（Bilton, 2007)
Differentiation Focus:
In a differentiation strategy, the enterprise aims to segment one or a small number of markets. Find the needs of special customers by segmenting the market, which means getting more opportunities to offer products that are obviously different from competitors. For companies adopting such schemes, the main concern is to ensure that customers have different needs. 
For example, many small companies often use such policies to compete with large companies, which can reduce their prices, but they do not have the same product quality and service quality as large companies. In general, many large parts suppliers, etc., choose this approach, although it costs more and has a smaller market share.（Brown.2016)

3. [bookmark: _Toc16843]Main Body

3.1 [bookmark: _Toc28363]IMplementation of the strategy
I chose cost leadership.If the enterprise wants to get the cost lead, make its operating cost lower than the competition, it is necessary to improve the efficiency and effectively control the expenses in every link. It is also necessary to form an enterprise culture into each link of enterprise production and operation. Enterprises gain cost advantages in the following ways:
1. Control the production scale:By means of the merger, the production line is extended to expand the scale and reduce the cost. The level of production must be balanced so that some unnecessary expenses can be reduced to maximize the benefits.(Liuzhuoran, 2019)
On September 28, Li de Tmall international flagship store officially launched. At the beginning of the store, 216 SKU, are mainly self-owned brands with high performance-price ratio, covering snacks, tea, health products, food, mother and child, beauty makeup and so on. " If you want to come to China, you can't miss Tmall, "Maarten-Jan Koster said. Tmall's 500 million monthly active users, as well as a series of perfect payment, logistics, big data processing and other Ali ecological tools, are the reasons Li de chose to work with big data. This kind of good partner has a complete system, they can save more manpower and material resources, help the company to better open the market.In line with the company's low-cost strategy.(Liuzhuoran, 2019)

2. Reduce the variety of commodities:In the retail industry, there is also the so-called "28% effect"-20% of the goods, accounting for 80% of sales. Companies usually choose best-selling products. The company's discount will remain at 600, 000 units of (SKU), while some of Europe's big supermarkets, (hypermarket), can have up to 50000 SKU. By reducing the type of goods, in addition to improving the sales of a single commodity, it can also improve logistics efficiency and reduce logistics costs.(Bote, 2018)
The storage of goods, as well as the simplification of types, is a direct result of a reduction in business area. The size of discount supermarkets in Europe is moderate, and the size of a single store like Lidl is generally 800square. Shopping does not feel cramped, not only reduces unnecessary costs, but also allows customers to see the goods they want.(Bote, 2018)

3. Reduce labor costs:The main measure is to reduce the number of employees. The number of employees in discount supermarkets is set on the basis of average passenger flow, and is generally multi-functional, such as cashier, cashier and cleaning. In addition, discount supermarket checkout windows are generally few, three to four are common situations, and according to the number of checkout customers to dynamically adjust the number of open windows, employees switch between all kinds of work tasks according to the scene.(Tide, 2018)
Another measure to reduce labor costs is to reduce the types of services. Discount supermarkets generally do not need specialized service personnel, companies do not set up common baking shops, meat shops and cooked food windows. Most of the goods are clearly priced and do not need secondary packing. For example, bread is packed and refrigerated in the form of stü ck, meat is packaged and refrigerated for sale, and cooked food is put on sale in the form of semi-finished products.（Hill，2017).
In addition, the supermarket also has a common detail, the supermarket shopping cart is also a self-help form, and is not equipped with special personnel. Coins are usually used as deposits and coins can be recovered only after the trolley is returned.(Tide, 2018)

4. Simplify the internal layout:Supermarket decoration is more simple, simple floor, with simple shelves. Goods also look "casual", often seemingly simple and rough layer by layer high. The following figure shows the usual style of painting in discount supermarkets, full of warehouse sight. This way of placing goods is not really "casual", but to reduce costs. Warehouse placement can increase the number of goods per unit area, but also reduce labor costs.
It is more obvious that vegetables and fruits in supermarkets are packed with cardboard. And Germans like to use these cardboard as shopping baskets, which can save the cost of selling shopping bags, but also reduce the workload of supermarket recycling packaging, can be said to kill two birds with one stone, is a very good strategy.(Shiling, 2017)

5. Self-owned brand:Unlike ordinary supermarkets, Lidi's own brand covers different product levels. Take eggs as an example, self-branded eggs can cover captive (Bodenhaltung), free (Freilandhaltung) and organic (Bio) levels. Drinks and meat products will have a similar situation. Supermarkets will put different price levels of products under different self-owned brands to achieve misplaced competition.(Chenboling, 2019)
In 2017, several of Germany's biggest retailers accounted for 37.4 percent of the market, a record high, according to a GFK study. Lidl's proprietary brands account for more than 60 percent. Price advantage is the conventional characteristic of self-owned brand. For retailers, due to the reduction of intermediate links, the advantage of self-owned brand is that the price is relatively low. The average price of milk is 1.99 euros, and the price of Lidl's own brand is 0.99 euros. Although not all types of product price difference can reach this magnitude, but 20% ≤ 30% price difference is common. (Chenboling, 2019)
3.2 [bookmark: _Toc23376]Advantages & Disadvantages of the strategy
Advantage：
1.The advantages of implementing cost leading strategic enterprises are obvious. 
Because the cost of the enterprise is lower than that of other enterprises in the same industry, when the product is sold at the average price of the industry, the profit of the enterprise is higher than the average level of the same industry. This advantage is especially obvious when the price reduction competition is carried out in the industry. Because of the decrease of the sales price, the profit of other enterprises is reduced. At this time, the low-cost enterprise still has profit space, and its low-cost position becomes high efficiency. In addition, if the product sales of an enterprise maintains the average profit rate in the industry, then the market performance of the product of the enterprise is lower, which can virtually increase the   competitiveness of the product, so the cost leading strategy is one of the most common and common competitive strategies of the enterprise.(Faulkner, 1997)
2. Low cost can effectively defend against the attack of competitors.
Because competitors can not compete with cost leaders in price. But competitors will not give up, they will adopt differentiation strategy against cost leaders. Therefore, the cost leader should always pay attention to capture the market information, formulate an effective defense system, enrich the strategic structure, and consolidate the market position of the cost leading strategy.(Bosi, 2017)
Disadvantage：
1. Excessive price reduction leads to lower profit margins, blindly reducing costs may cause people to lose trust in the quality of products, and the profits made by companies may be reduced.Since low-cost strategies need to reduce basic costs, extreme policies are likely to emerge when reducing costs, such as forcing suppliers to lower prices and reduce the quality of products, which will have a lot of bad effects on the company(Liuxiaozhi, 2018)
2. New entrants may be back and new entrants may have a better idea and a better channel, which may cause the company to face a lot of problems.If the new entrants want to open the market, they must win a place in the market that has been divided up by the existing enterprises, which may compete with the existing enterprises for raw materials and market share, the price of raw materials will become higher, the production cost will rise, and ultimately lead to the decrease of the profit level of the existing enterprises in the industry, which may also endanger the survival of these enterprises.（Marx，2011)
3. Loss of the ability to anticipate changes in the market, excessive analysis of the market may lose the original reverse, thus leading the company to the wrong path.As a result of the diversification of the market, no policy is perfect, excessive pursuit of perfection will only cause the company to stagnate, while other companies will take this opportunity to overtake, thus depriving the company of its dominant position.(Cungu, 2017)
4. It is easy to be influenced by the external environment, the demand decides the market, and when the demand is small, the profit obtained by the company will also be reduced correspondingly, and the price is an important part of the profit of the company.In the changeable market demand blindly pursues the sales, the market will be in a saturated state, thus the demand reduces, the commodity is unsalable.(Porter, 2016)

4. [bookmark: _Toc20638][bookmark: _Toc496043664]Conclusion

The development of a company requires not only the control and use of the correct Porter general strategy. Every policy has both good and bad aspects. Through the analysis of the company, it is most important to choose the right policy. Through theoretical analysis, it is good to understand the current situation of the company and choose a better goal for the development of the company. Lidl is a successful enterprise. He has his own strategic model. It stands out in the fierce market competition, breaks the monopoly of other companies, and becomes the dominant market. Of course, not all successful companies will adopt the same strategy, and the choice of strategy is not immutable. It is necessary to determine the strategy suitable for development through changes in the market. Every enterprise should have an accurate positioning and judgment for the company. Enterprises need to accumulate capital and experience for a long time on the road to success, and correctly analyze the market environment and customer needs. At the same time, using Porter's competition strategy to make reasonable plans and future plans for the company, so as to make the company develop better and faster, and be in an invincible position in the market competition.
4.1 [bookmark: _Toc16336]Recommendations

The company should find the problem from its own, and solve the corresponding problem through the appropriate theory. Now is a time of competition, the company is not only facing many new challenges and new company competition, and the quality and the demand of the products are increasing continuously, all the companies should first stabilize the corresponding expenditure and income, expand the new market, and learn new ideas, To understand the defects of self-generation, to find a way to solve it, to expand its own advantages, and to make the company occupy a certain place in the market(Qiliu, 2011)
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