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Executive Summary
The following is the purpose of the present report: 
1. Determine the competitive strategy used by Lidl. 
2.Lidl is a member of Schwarz Group, the worldundefineds fifth-largest retailer, with sales of $82.4 billion. In 1930, a small independent grocery wholesaler was born in Germany and is now one of the largest grocery retailers in Europe. In 1994, the first British Lidl store was opened, and to this day, it has more than 600 stores in the UK. (Lidl,2017) Lidl slogan is to satisfy employees, employees to satisfy customers)
3. The success of Lidl's cost leadership strategy is mainly due to sales own brands and continued focus on cost reduction and low labor cost, one that reduces the price differentials among middlemen and that it has the ability to control prices.
4. The advantage of the cost leadership strategy is that it reduces costs, attracts consumers and helps Liddell expand its market share, but it also has disadvantages. It is easy to cause the outbreak of price war, which will make the price of the market disordered and consumers buy products with poor quality
5. Lidl can market segmentation, low-cost goods for those who do not pursue quality, high-end goods for those who pursue quality.
- Lidl can increase staff, like Tesco, Sainsbury's staff, only responsible for special positions 
- Launch more new products for consumers to choose from and occupy more market share.
- Provide better treatment for employees because they need to do a lot of things.
Executive Summary
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The report will be described in the following parts：
-Lidl's background and definition of some strategies
-Identify strategy for lidl use
-Advantages and disadvantages of the strategy
-Conclusions reached
-recommendations to lidl

[bookmark: _Toc44_WPSOffice_Level2]2.2 Background of the organasation

Lidl is a member of Schwarz group, the world's fifth largest retailer, with sales of US $82.4 billion. In 1930, a small independent grocery wholesaler was founded in Germany, and now it is one of the largest grocery retailers in Europe. Lidl's first store officially opened in 1973. By 1979, six more stores were opened, bringing the total to 30. In 1980, Lidl was already one of the famous supermarkets in Germany, with 300 stores, and each store employed an average of 7 employees to stock more than 900 product lines. So in 1990, Lidl decided to start Lidl supermarket outside Germany, and the first Lidl supermarket in a non German area was established in France. And in 1994, it opened the first lidl store in the UK, and today, it has more than 600 stores in the UK（Lidl，2017）

In 2016, Lidl won the title of "best supermarket" in "good house keeping awards", and is proud to provide customers with the best products at the lowest price. In recent years, lidl's quarterly wine collection has been liked by British consumers because it is cheap but of good quality. As an international supermarket, lidl has more than 10000 stores, about 210000 employees, more than 130 warehouses, and about 1600 kinds of products are transported to almost every country in Europe. Lidl's slogan is to satisfy employees and satisfy customers. （Lidl UK，2017）

Christian Hartnager, lidl's UK chief executive, announced that in the next three years, lidl will open another 230 stores in the UK, and by 2023, it will have 1000 lidl supermarkets in the UK. Due to the price gap, the UK's four largest grocery stores are under increasing pressure from discounters. Lidl's initial goal was to expand in cheaper areas, but now it will expand in London and the south-east. In early June, lidl planned to invest 500 million pounds in London to launch lidl supermarket, and said it would open another 39 stores in London in the next five years. In addition, lidl's UK sales grew 8.2% in the 12 weeks to the end of October. （Librand,2019）

Since 2014, Schwarz group has changed lidl's CEO every two to three years, with four different bosses. At the same time, lidl's sales have increased by 20 billion euros. In addition, lidl plans to launch a proprietary mobile payment system lidlpay in Europe（Marketresearch,2019）.
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The definition of strategy is to determine the direction and scope of the organization and improve the organization's configuration to meet the needs of stakeholders. It is the most important because it is greatly influenced by investors in the business and can guide strategic decisions in the whole business（Riley, 2019）.

Corporate strategy is the pattern of decisions in a company that determines and reveals its objectives, purposes, or goals, produces the principal policies and plans for achieving those goals, and defines the range of business the company is to pursue, the kind of economic and human organisation it is or intends to be, and the nature of the economic and non-economic contribution it intends to make to its shareholders, employees, customers, and communities. （Andrews， 1999）

[bookmark: _Toc44_WPSOffice_Level3]2.3.2 Business level strategy

Andrew (1999) divided the strategy into company strategy and business strategy to explain. Company strategy is to determine the business the company participates in, and business strategy is to determine how the company's business competes successfully (Sling, 2015).

The business level strategy is more targeted than the company strategy. For example, the company strategy of the organization is to increase market share. Then the business level strategy may be: expand the exposure of the organization, open up new markets, and increase marketing In addition, the business level strategy largely determines the specific functions and skills each department uses to achieve its objectives (Sling, 2015).

[bookmark: _Toc4297_WPSOffice_Level3]2.3.3 Competitive advantage

To provide consumers with higher value (lower price or improve service quality) to win over competitors is called competitive advantage. Competitive advantage is the key element of the whole marketing strategy（Whitehead, 2019）.

[bookmark: _Toc11391_WPSOffice_Level3]2.3.4 Porter’s Generic Strategies

In 1985, Michael Porter, an American scholar, in his book 《Competitive Advantage: Creating And Sustaining Superior Performance》, mentioned a strategy that can make an enterprise in a competitive advantage Porter's generic strategy. Porter called this strategy a collection of three strategies, namely:
Cost leadership: increase profits and market share by reducing costs and prices.
Differentiation: products or services are unique and superior to competitors.
Focus: there are two types. Cost focus focuses on the small niche market, and differentiation focus focuses on the needs of specific customers.
Figure1:Porter‘s generic strategy
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In this part, will analyse the strategy used by lidl. Under the fierce competition in the British grocery market,  it is difficult to improve the market share of the company, while Lidl has used the cost leading strategy to gain more market share among many competitors. Tesco, Asda, Sainsbury and Morrison has been hit hard by the four big supermarkets in the UK, with the use of cost leadership strategies by lidl, which has led to a decline in the share of the four supermarkets (Butler, 2015). Brinded (2015) outlined that as of May 2015, Lidl had accomplished a record market share of 3.9% with an 8.8% increase in sales. This growth is largely due to the strategy used by Lidl.

[bookmark: _Toc11391_WPSOffice_Level2]3.1 Implementation of cost leadership strategy

3.1.1 Definition of cost leadership

Low-cost leadership strategy can enable the organization to develop the same products as competitors at low cost, so that the organization has a competitive advantage in the process of competition. The reduction of production costs can help the organization to keep the product price at a lower level in the market, and the low price can attract more customers to buy products, so the sales of the organization will be greatly improved.

3.1.2 Lidl‘s cost leadership strategy

Sale of own brand: Makes more profits from its own brands than retailers, because much of the success of the companyundefineds have vertical control.Lidl is based on the attractiveness of its own brands. According to the latest data, 80%of value of sales come from its own brands. And the brand name of the product and the popular brand have similarities. For example,: Harvest Morn cereals, Moser chocolate, Birchwood meats and Towergate biscuits. (Hooker, 2018) Lidl has about 90 per cent of its own branded products, Lidl widely advocates its own brand, on its website, it lists Lidl awards, such as beverage retail awards, quality food awards, grocery store brand awards, and so on. Lidlundefineds large sales of its own brands can reduce costs and eliminate the additional costs of suppliers, thus better controlling costs. Decide own price, which means that the initial profit of the product is very low.
Due to the deterioration of the economy， the discount grocery market is growing rapidly in the UK, which is a good opportunity for discount operators who want to do business and satisfy shoppers. By the end of 2012, Aldi and Lidl, two German discount chains, dominated the sector, accounting for 7.7% of the FMCG market. The reasons for the deterioration of the economy led consumers to decide to go to discount supermarkets Aldi and Lidl, to save money and found that these retailers offered quality goods at discount prices. In addition, consumers found that Aldi and Lidl can not only meet the basic grocery demand. As a result, they bought more goods, which led to a 28% increase in FMCG sales between the two companies in 2012. Most of the sales of discount stores come from their own brands. Compared with similar products in many supermarkets, their price tag is lower. And they don’t expect promotions to ensure long-term stable results, and discount stores attract shoppers by providing low-cost daily necessities and location convenience.

Continual focus on cost reduction：Which means companies will make higher profits and increase productivity. (Subho, 2019) Lidl stores use glass doors to store milk, meat and fish in front of refrigerators, saving 30% to 40% of the power supply and 40 per cent lighting savings on LED technology. In addition, the product is placed directly on the original packaging and shipped to the shelf, which not only saves time, but also improves productivity. 
In addition, Lidl shows most of the products in the shipping package, which can speed up the purchase process and reduce manpower. For example, Lidl's milk was pulled in directly on a wheeled pulley into the supermarket. In this way, less money is spent on the purchase of in-store goods, because it simply shows off the product, not the overly exquisite decoration product. (Peterson, 2019) 
Lidl launched a large number of its own products, replacing large-name products, each product has gone through different testing programs, has checked its quality and taste, and so on, in order to eliminate other unnecessary costs.

Low labor cost：When Lidl opened its first store in the UK, employees must remember that the price of each item, to key it in,instead of scanning.Lidl store employees are multifunctional, they have been cross-trained to work in any position in the store, such as cooking baked goods, carrying goods. "As a result, staffing is more flexible and efficient," Paglia told Business Insider. Other grocery supermarkets, for example, have a large number of employees and customizations, so Lidl has maintained low labor costs as a competitive advantage.

[bookmark: _Toc3046_WPSOffice_Level2]3.2Advantages and Disadvantages of the strategy

[bookmark: _Toc3046_WPSOffice_Level3]3.2.1 Advantage of Cost leadership

Increase in market share: the ability to offer consumers the cheapest products at below-market prices is ideal for buyers who like to be careful. Because the price of the product is lower than the market average, over time, the lower price will attract more customers to look for the same product, and they want the product to be better than the other products on the market. (Kokemuller, 2017)

Porter’s five forces: Porter’s five forces can identify and analyze the five competitiveness that shapes each industry and help identify the weaknesses and strengths of the industry.The model was published in Michael E. Porter's book,"Competitive Strategy: Techniques for Analyzing Industries and Competitors" in 1980. These five forces are usually used to measure the intensity, attractiveness and profitability of an industry or market. Including：competition in the industry，potential of new entrans into the industry，power of suppliers，power of customers and threat of substitute products。



Competition in the industry：The number of competitors and their ability to weaken the company. The more competitors there are, the more products and services they offer, the weaker the company will be. Lidl now has very few competitors and a very small number of competitors have a large market share, which means these companies will use competitive action to gain status and call it a market leader.
Potential of new entrans into the industry：The power of the company is also influenced by the power of new entry into the market. The less time and money competitors spend to enter the company market and become effective competitors, the weaker the established companyundefineds position. industries with strong barriers are best for companies because companies can charge higher prices. Therefore, I think Lidl needs to take advantage of its own economies of scale to confront new entrants through cost - priority strategy.

Power of suppliers：Suppliers can reduce the cost of the company, thus increasing profits. Lidl and suppliers are closely linked to each other, so that the bargaining power of suppliers is weakened, control is basically in the hands of Lidl, the price of products is reduced, and the customer group is attracted.

Power of customers：Customers have the ability to reduce prices, each customer has the right to have a lower price and better product quality. Lidl own brand accounts for 90% of the total, so buyers have not many products to choose from, low price control is not much, control is still in the hands of Lidl. (Murphy, 2018).

Threat of substitute products：Can replace the companyundefineds products or services pose a threat, the production of goods without alternatives can give the company the greatest right to control price costs. Lidl operates most of the products are their own products, there are no alternatives, which means that Lidl can make profits in their own hands. (Chappelow, 2019).

[bookmark: _Toc17543_WPSOffice_Level3]3.2.2Disadvantage of Cost leadership

Price war is a drawback of cost leadership strategy. A price war refers to the emergence of two or more companies to gain market share by continuously reducing prices, or to establish barriers to entry that compete fiercely for prices of goods or services. With the merger of Sainsburyundefineds and Asda, the price war in British supermarkets has been growing, and a spokesman for Lidl responded that he could not be overtaken. Although for consumers, there can be more and more low-cost products, but there will also be a lot of low-quality products.
Main Body


[bookmark: _Toc44_WPSOffice_Level1]4.0Conclusion
By analyzing Porter‘s general strategy, lidl uses cost leading strategy, that is,: Sale of own brand,Continual focus on cost reduction and Low labor cost strategy, to reduce cost, thus providing consumers with low price products. Lidl forms competitive advantage through more market share and Porter’s five forces. Of course, Lidlundefineds cost-leading strategy also has drawbacks, such as the price war, which disrupts the market, and other supermarkets are more likely to offer low-quality products to consumers in order to compete.

[bookmark: _Toc17543_WPSOffice_Level2]4.1Recommendations
- Lidl can market segmentation, low-cost goods for those who do not pursue quality, high-end goods for those who pursue quality.
- Lidl can increase staff, like Tesco, Sainsbury's staff, only responsible for special positions
- Launch more new products for consumers to choose from and occupy more market share.
- Provide better treatment for employees because they need to do a lot of things.
Focus on staff.
Conclusion
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