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[bookmark: _Toc25592048][bookmark: _Toc25592555]1.0 Summary
In the development of enterprises, people must form a clear position of the development strategy, only with the correct development strategy can we promote the enterprise to optimize and develop along the orderly path.
For the market competition of the modern supermarket industry, the supermarket enterprise must determine the reasonable development strategy, clear its own competitive advantage and the core competitiveness, etc. this will enable the enterprise to stand in an advantageous position in the fierce competition. The Lido supermarket is the most successful case in the world, and its development strategy is also worthy of reference by the same enterprise.

This paper first introduces the enterprise background of Lidl, and introduces the operation history, the present situation and the development trend of Lidl in detail.
Secondly, the article takes the Porter’s generic strategy as the main content, unifies the model to analyze the development strategy of Lidl, this paper analyzes the marketing strategy of Lidl from the aspects of product, price, channel, promotion and so on, and forms an objective evaluation of its internal environment and external environment. Then combined with the advantages and disadvantages of its development environment, this paper explains and optimizes the advantages and disadvantages of the development environment, so as to form a feasible countermeasure to improve the effectiveness of the development strategy of Lidl supermarket. In order to make use of the knowledge learned to complete the analysis of problems and problem-solving research, to promote supermarket enterprises to formulate a reasonable development strategy to make some contributions.




SUMMARY

[bookmark: _Toc25564014]
23

[bookmark: _Toc25592049][bookmark: _Toc25592556]2.0 Introduction
[bookmark: _Toc25564015][bookmark: _Toc25592050][bookmark: _Toc25592557]2.1 Report remit
This report is mainly based on the competition strategy adopted by Lidl's competitive position, which will provide a strategic model, and critically evaluate the advantages, disadvantages and limitations of the strategy of the model. Finally, according to the results of the survey, the author makes some suggestions to Lidl.

[bookmark: _Toc25564016][bookmark: _Toc25592051][bookmark: _Toc25592558]2.2 Backgroud of the organization
Lidl supermarket brand belongs to Germany Schwarz-gruppe group. Its company, headquartered in Germany, belongs to department stores and snacks, which some jokingly call a supermarket for the poor. (Gil-Pechuán et al., n.d.) So far, Lidl has a history of 80 years.
In the 1930s, Lidl was a small food store and the 1937 Lidl brand was born in the southwest of Germany. At that time, Lidl had three employees, about 500 items, and Lidl was the first modern supermarket. In the late 1970s, Lidl had more than 300 stores in Germany and became a well-known supermarket on the ground, with an average of 7 employees per Lidl supermarket, Since the 1990s, Lidl has been actively moving into the European market. In 2015, Lidl has become Europe's leading retailers in 30 countries, and the company has more than 10000 stores around the world. （Jihad Saidali & Abdellatif M.2015）
Today, the company has more than 210000 employees, and the company is privately controlled. At present, the goods sold by Lidl are mainly independent brands, about 90 per cent of which belong to private brands. The slogan of Lidl is "use the power of light to open the future." (Tian &Xiao,2019). Lidl hopes to improve customers' lives by providing valuable quality products to the market and ensuring customer satisfaction. In its development, the main task of Lidl is to put customer satisfaction first. Secondly, innovate and optimize the process of the enterprise to ensure the leading quality and value of the Lidl market. In addition, Lidl needs to maintain a sustainable relationship with business partners, who work with local regional farms to make a positive contribution to the local community. They work with local regional farms to make a positive contribution to the local community.
Lidl's sales have recently risen 10 percent, and Lidl's share has risen to 5.6 percent since January last year.( Lenita J & Marja A,2007)
According to the Times report, Christian Hartnagel, UK chief executive, said he planned to open another 230 stores over the next three years and that his total UK assets would reach 1000 by 2023. Lidl had previously said it aimed to open 50 to 60 stores a year. At the same time, according to Kantar Worldpanel, the discount store, Aldi, plans to open about 50 stores a year in the next two years, while the discount store between the discount stores now accounts for 14% of the British grocery business. Due to the price gap, the four major grocery stores are facing increasing pressure from discount merchants. Lidl originally aimed to expand mainly in areas where land prices are cheap, but now it focuses on expanding in London and southeast. In the 12 weeks to the end of October, Lidl's sales in the UK rose 8.2%.


INTRODUCTION
[bookmark: _Toc25564017]
[bookmark: _Toc25592052][bookmark: _Toc25592559]3.0 Definitions of major concepts
Porter's generic strategies describe how a company pursues competitive advantage across its chosen market scope, there are three generic strategies, either cost leadership strategy, differentiation strategy and focus strategy. (Aylin.2008)
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3.0 Figure 1: Peter’s generic strategy
[bookmark: _Toc25564018][bookmark: _Toc25592053][bookmark: _Toc25592560]3.1 Cost leadership strategy
Cost leadership strategy is a strategy for companies to gain competitive advantage by building a low-cost position among competitors. It is a company's ability to keep competitors' prices lower by improving productivity and efficiency, eliminating waste or controlling costs. (Elkin. 2007)
The cost leadership strategic adaptability can be especially effective under the following conditions. firstly, when price competition among rival sellers is especially vigorous. Next, when the products of rival sellers are essentially identical and supplies are readily available from any of several eager sellers.

The cost leadership strategic driving factors including some aspects. Firstly, the cost of input, one of methods to own basic cost advantage is to gain the cheaper input factors including raw materials, capital, labor, production equipment, etc. And secondly, the economics of scale, it is including technical, bulk production or building, marketing economies of scale, the container principle, financial economies and external economies of scale. 

The cost leadership strategic ‘s competitive advantages is that enterprise realizes the production facilities which are economical and can reduce the cost, and reduces the cost of R & D, service, marketing, advertising and so on to a certain extent. and set a low price to attract customers to buy.
[bookmark: _Toc25564019][bookmark: _Toc25592054][bookmark: _Toc25592561]3.2 Differentiation strategy
Differentiation strategy is focuses on providing products and services with unique attributes to achieve more markets than competitors. It means distinguishing a product or service from a similar product or service. (Elkin, 2007)

The differentiation strategy adaptability is when there are many ways to differentiate the product or service and many buyers perceive these differences as having values. when buyer needs and uses are diverse, when few rival firms are following a similar differentiation approach, and when technological change is fast paces and competition revolves around rapidly evolving product features.

The differentiation strategy driving factors including some aspects. Firstly, product features, increasing unique product features will help the firm transfer the common product into differentiated products will high price. Next, the emplacing on excellent service and exceeding the expectations of customers. 

Differentiation strategy’s competitive advantages is that enterprises distinguish their products or services from competitors' products or services and create something different from each other, in order to get more customer.

[bookmark: _Toc25564020][bookmark: _Toc25592055][bookmark: _Toc25592562] 3.3. Focus strategy 
A marketing strategy in which a company concentrates its resources on entering or expanding in a narrow market or industry segment.

The focus has two types: 
Firstly, the low-cost focus strategy that offers products or services to a small range chicle group of customers at the lowest price available on the market. Secondly, the best value focus strategy (focus differentiation) that offers products or service to small range of customers at the best price- value available on the market, sometime called focused differentiation. (Elkin, 2007)

The low- cost or best value focus strategy can be especially attractive under the following conditions. When the target market is large, profitable and growing, when the industry has many different niches and segments, it by allowing of focuser to pick a competitively niche suited to its own resources.

The focus strategy s competitive advantages is that special range of services to resist competitive pressure, and with low-cost special products to form an advantage.
[bookmark: _Toc25564021]
[bookmark: _Toc25592056][bookmark: _Toc25592563]4.0 Main body
Lidl, as a discount supermarket, it adopts a cost-leading strategy. It uses lower prices to get more market share, in order to achieve profit maximization.
The core of cost leadership strategy is to establish lasting cost advantage.
The saving thought is the power of a cost-leading strategy, and savings can create greater value with the same resources, allowing limited resources to be extended for use. under the condition of market economy, the saving is not only the seller's pursuit, but also the buyer's willingness to accept, as the buyer expects to be the lowest price in the same quality. It is the pursuit of mankind, forming the motive force of the cost-leading strategy

[bookmark: _Toc25564022][bookmark: _Toc25592057][bookmark: _Toc25592564] 4.1 Inplementation of the strategy
The Lidl as a discount supermarket has a low-price strategy every day, it offering a worry-free shopping experience for customers through an extremely simple store layout. 

The Lidl usage cost leadership strategy has the following implementation methods.
Firstly, the main strategy of Lidl is to make extensive use of its own brand. About 90% are products with private labels. The self-owned brand can save many intermediate links and reduce the sales cost through the scale benefit. The price of the own brand is generally 30% lower than that of the same kind of commodity. Such as Tesco. according to survey, eggs, meat, milk, fresh fruit and vegetables, and baked goods, which have created 80% of the sales for Lidl, it sells more chapter than Tesco. (Shelby,2013) Therefore, it has obvious low price and high quality competitive advantage. In general, the self-owned brand label supply mode, its supplier product quality receives the specification, the sales channel is clear, and there is no expense of various incidentals, so the circulation link is reduced, the information feedback of the first-hand product can be obtained with sufficient and accurate information, so that the research and development speed of the new product of the enterprise can be accelerated. 
And in the Grocer's annual taste award, the famous product is compared with the Lidl's private brand, and Lidl's pork, chicken, truffle, biscuits, apple juice, smoked salmon and other products have also been awarded a number of awards, in addition, Lidl has also won the 2017 retail award for the annual flower retailer.（Smith，2019）.

Secondly, limited item options. Lidl buys small but large quantities of goods. For example, the mustard sauce will only purchase two kinds of own brand and national product brand. Lidl can buy more of the goods from the supplier through fewer kinds of goods. According to Planet Retail RNG, a research firm, Lidl has more than 2, 000 products, and about 20, 000 items or a larger 60, 000 unique items are preserved, much lower than those of other supermarkets. （Peng，2016)

Thirdly, Sell goods with a high turnover rate. Mike Puglia, head of a company with insight into retailers, says Lidl buys more necessities that shoppers often buy. Because fast sales can make a quick profit, it also means that less money is stuck in stock. According to expert Puglia, he went to explore a new store and noticed that Lidl was committed to daily necessities, such as cereal, juice and produce, rather than specific items.

Next，the store area is relatively small. Lidl's new stores in the United States average about 20, 000 square feet and have six aisles in the supermarket. Although it's bigger than the other Lidl in Europe, it's just a quarter of its bigger than the American tradition, like a supermarket like Kroger. （Jun & Wei ，2017)

Moreover, control low labor costs. Lidl's store has so few employees that it reduces labor costs. The employees in the store are also cross-trained, so they can do anything different in the store. In addition, Lidl also takes a high-efficiency technology and automated background, where consumers have to weigh their goods and their bags.

Finally, reduce the cost of lighting and don't advertise too much. Lidl, as far as possible, takes a natural light source to reduce one of the costs, not only to reduce waste and to cause consumers to spend more unnecessary money. In addition, Lidl focuses on local small-scale marketing. As in the local social media and radio stations are very lively.

According to Kantar Worldpanel data. At present, Lidl has a total share of 13.1% of the British grocery market. The double has been achieved so far in 2013-2018, while the share of statistics on 17 June was 12.8 per cent. （Nasser & Bijan ，2018)
[bookmark: _Toc25564023][bookmark: _Toc25592058][bookmark: _Toc25592565]4.2 Advantages & Disadvantages of the strategy 
[bookmark: _Toc25564024][bookmark: _Toc25592059][bookmark: _Toc25592566]4.2.1 Advantages of the strategy 
The advantages of implementing the cost-leading strategic enterprise are obvious, and the enterprise can obtain profits higher than the average in the same industry. an enterprise uses a low-cost strategy to effectively defend against a competitor's attack; and a strong buyer of an enterprise can force a cost-leader to lower the price, However, because the price decline is unlikely to be lower than the industry's second cost leader, strong cost leaders can force suppliers to maintain the original price，Therefore, the cost leader is sufficient for potential entrants to constitute barriers to entry.
Because Lidl enterprises have cost advantages, on the one hand, due to large production volume, the scale economic effect can be formed, and on the other hand, the empirical curve effect can be formed through long-term accumulation, which can double reduce the production cost of enterprise products. Then when a potential entrant wants to enter the industry to compete with the Lidl, the Lidl can pull down the competition in a price war. At the same time, because of the advantage of price war, can suppress competitors, conducive to maintaining a leading position. 
In addition, when the Lidl has a cost advantage, it can bear the customer's price, for example, the product has a production cost of 10 pounds per piece, a sale price of 15 pounds per piece, and a customer's price down to 13 pounds per piece, and for an enterprise, each piece can make three pounds.（Baena，2018）
On the other hand, it is possible to bear the price of the supplier, such as the relatively high concentration of the supplier, and the price of the raw material from 8 pounds per piece to 10 pounds per piece, although the price of the goods in the enterprise is high, the price of the raw material can be offset by controlling the production cost. （Jian Xu，2018)
[bookmark: _Toc25564025][bookmark: _Toc25592060][bookmark: _Toc25592567]4.2.2 Disadvantages of the strategy 
The risk of a cost-leading strategy lies in a price war between an enterprise and a competitor, leading to a drop in the industry's profits, in addition, the enterprise can easily be defeated by the competitors of the differentiation strategy, and finally, the consumer may be interested in transferring and not paying much attention to the price.

If Lidl overuses the cost leading strategy, it will bring certain risk to the enterprise.
The use of the cost-leading strategy is easy to compete with the competitors, resulting in a drop in the industry's profit margins and an unnecessary impact on the industry as a whole, in addition, with the breakthrough of modern technology, Lidl is likely to be beaten by other peers, especially for differentiated competitors, such as M & S， It offers kinds of high quality goods, And only the independent goods owned by M&S. moreover, customers may shift their interest away from price, focus more on the product itself, and be attracted to other better goods. （Irina & Yulia ，2019)
MIAN BODY
[bookmark: _Toc25564026]
[bookmark: _Toc25592061][bookmark: _Toc25592568]5.0 çonclusion
Lidl is the background information for this article, in which Porter's generic strategy is cited as the topic of analysis. Therefore, it can be analyzed that Lidl uses the cost leading strategy. When Lidl implements the cost leading strategy, it successfully and reasonably uses this strategy, and obtains more market share and more customers for it in the operation. However, the cost leading strategy also has a lot of risks, which is not conducive to the long-term use of enterprises, which will have a bad impact on the market. In addition, customers will change the purchase tendency by the social environment, which is not conducive to the customer loyalty of enterprises, and is not conducive to the long-term development of enterprises. The enterprise should improve the strategy of the enterprise with the change of the environment, so the Lidl can have more loyal customers and lay the groundwork for the long-term development of the enterprise.
CONCLUSION
[bookmark: _Toc25564027]
[bookmark: _Toc25592062][bookmark: _Toc25592569]6.0 Recommendation
At this stage, Lidl mainly uses the cost leading strategy, which is difficult to ensure that the enterprise has loyal customers. Customers will care about the price, thus changing the desire to buy, Therefore, in the course of operation, Lidl can use a combination of differentiation strategy and cost-leading strategy. Because, at present, many people are not very concerned about the price, more inclined to the product itself. Lidl can strengthen the differences of its own brands, attract more customer groups and retain more customers. So as to obtain the market share and realize the maximization of the profit.
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