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[bookmark: _Toc24932756][bookmark: _Toc25699201]1.0 Executive summary
The goal of this report is a strategy that summarizes the market strategy implemented by Lidl and illustrates how Lidl is implemented, then analyses the strengths and weaknesses of the strategy and suggests to Lidl. Through an understanding of Porter's general strategy, combined with Lidl's series of strategic actions, this paper finds that Lidl has adopted a cost-leading strategy in the UK market. Specific examples include sales of daily necessities, shrinking store size, and controlling the number of waiters in each store. However, the cost leadership strategy helps companies attract consumers and gain competitive advantage while reducing the company's insight into future market trends, and may also reduce the company's profits and be vulnerable to external influences. Finally, this paper conducts SWOT analysis on Lidl, and puts forward several suggestions for enterprises based on weaknesses and threats, such as developing online sales channels and developing high-end private brands or high-end stores, which can help Lidl avoid weaknesses and threats, develop advantages and opportunity.
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[bookmark: _Toc24932757][bookmark: _Toc25699202]2.0 Introduction
[bookmark: _Toc24932758][bookmark: _Toc25699203]2.1 Report remit
The goal of this report is to analyse the market strategy implemented by Lidl Supermarket and explain the strategy of how Lidl is implemented. After that, this report will explain the advantages and disadvantages of this strategy and the impact of each excellent on Lidl, and finally make some simple recommendations to Lidl. 
[bookmark: _Toc24932759][bookmark: _Toc25699204]2.2 Background of this organization
After the resignation of former CEO Karl-Heinz Holland, Sven Seidel was appointed CEO of the company in March 2014 (Ricadela, 2014). Holland has been CEO since 2008, but since the undisclosed future strategy Seidel resigned in February 2017, Magazine, the company's manager, reported that he is no longer favoured by Klaus Gehrig and since He has been the head of the Schwarz Group since 2004. Seidel was succeeded by Dane Jesper Hojer, head of Lidl's international procurement business (Thomasson,2017).
Lidl's mission is to increase customer satisfaction. Ensure market share and product quality by developing your own technology optimization process. Establish sustainable relationships with business partners and make positive contributions to local communities. Long-term success by investing in recruitment, training and development. The vision of Lidl is to improve customer satisfaction and quality of life by offering low-priced goods. And they have a Tagline is unlock the future with the power of light (Bhasin,2019). According to the Owler (2019) that Lidl has 315,000 employees in 2019.
According to Research Farm Ltd (2019), in 2019, Schwarz (Lidl and Kaufland) broke through the $100 billion sales barrier for the first time. The retailer grew 7.4% in the 2018/19 fiscal year to 104.3 billion euros. The Schwarz Group replaces Lidl's CEO every two to three years - since 2014, there are four different owners. At the same time, Lidl's sales increased by 20 billion euros.
[bookmark: _Toc24932760][bookmark: _Toc25699205]2.3 Definitions of major concepts
[bookmark: _Toc24932761][bookmark: _Toc25699206]2.3.1 Definition of strategy
In his 1994 book The Rise and Fall of Strategic Planning, Henry Mintzberg pointed out that people use "strategies" in several different ways, the most common of which are the following four:
· Strategy is a plan, a "method", and a means of getting there from here.
· A strategy is a pattern that takes place over time. For example, a company that regularly sells very expensive products is using a "high-end" strategy.
· Strategy is status; that is, it reflects the decision to offer a particular product or service in a particular market.
· Strategy is vision, vision and direction.
Mintzberg believes that as intentions collide and adapt to changing realities, strategies will emerge over time. Therefore, one might start with a point of view and conclude that it requires a certain position, which is achieved through a well-designed plan, and the final results and strategies are determined and adopted over time. In action. This model in decision making and action defines what Mintzberg calls “realized” or urgent strategies.
[bookmark: _Toc24932762][bookmark: _Toc25699207]2.3.2 Definition of business level of strategy
Business level of strategy can be understood as a variety of actions or ways to help an entrepreneur achieve a particular business goal (Fred,2012; Hooled,2015).
[bookmark: _Toc24932763][bookmark: _Toc25699208]2.3.3 Definition of competitive advantages
Competitive advantage is the condition that allows a company or country to produce goods or services of equal value at a price that is of interest or in a more desirable manner. Competitive advantage is attributed to a variety of factors, including cost structure, branding, product quality, distribution network, copyright and customer service (Porter,2004).
[bookmark: _Toc24932764][bookmark: _Toc25699209]2.3.4 Porter’s generic strategies
Table 1: Porter’s generic strategies (Porter, 1980)
	Target scope
	Advantage
Low cost
	Advantage
Product uniqueness 

	Broad
(industry wide)
	Cost leadership strategy
	Differentiation strategy

	Narrow 
(market wide)
	Focus strategy
(low cost)
	Focus strategy
(differentiation)
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3.0 [bookmark: _Toc24932765][bookmark: _Toc25699210]Main body
According to section 3.1 of this report, the strategy used by Lidl is a cost leadership strategy. Akan, Allen, Helms and Spralls (2006, p. 43-53), this generic strategy calls for being the low-cost producer in an industry for given level of quality, the firm sells its products either at average industry prices to earn a profit higher than that of rivals or below the average industry prices to gain market share. There are several ways to help companies achieve cost leadership strategies: economic of scale, control of overheads, superior management with greater efficiency, low cost labour, low cost sources of supply and reduction in waste.
[bookmark: _Toc24932766][bookmark: _Toc25699211]3.1 Implementation of the strategy
In order to implement the cost leadership strategy, Lidl has the following series of decisions, which will explain and explain the impact of this decision on Lidl (Hanbury, 2017).
· They have a lot of their own brands
Among the products sold by Lidl, 90% of the products are free brands, which eliminates most of the middlemen and eliminates all costs except for the supply of goods. On the other hand, Lid can be priced on its own because the cost is very low. This approach can reduce the price of the product, and the quality of the product can be guaranteed. The low price can attract a certain price-sensitive customer for Lidl, which can help Lidl increase sale (Bliss, 2019).
· Choose a product with a higher sales volume to reduce inventory
Lidl's products are dominated by high-volume daily necessities, such as cereals, juices and toiletries. In its stores, there are few special items that sell little. This can help Lidl reduce inventory costs, and sales of large commodities can make Lidl more profitable.
· Smaller store area
Lidl's store area is much smaller than the equivalent supermarket. Compared to Tesco, Lidl only has about a quarter of its stores. This can reduce the cost of rent or purchase of shops, greatly reducing costs, while Lidl reduces costs as much as possible, such as lighting costs, so that the store can use the sun as much as possible.
· Small number of employees
In Lidl’s store, the number of employees is very small, about a quarter of Tesco. To improve efficiency, Lidl uses machine automation technology for day-to-day operations. At the same time, when customers purchase products, they are required to weigh and package themselves, which greatly reduces the labour costs of the store.
· Eliminate huge advertising costs
In daily life, customers rarely see Lidl's advertisements. Lidl insists on local small-scale marketing. This decision saves Lidl a huge amount of advertising costs and eliminates a huge cost.
[bookmark: _Toc24932767][bookmark: _Toc25699212]3.2 Advantages and disadvantages of this strategy
[bookmark: _Toc24932768][bookmark: _Toc25699213]3.2.1 Advantages of cost leadership strategy
· Faced with more challenging purchasers' pressure to reduce product prices, and to a certain extent, reduce the initiative of the company to have a profit when conducting transactions, it can resist the bargaining of the purchasers. For Lidl, when a buyer needs to buy a lot of goods, because Lidl has adopted a strategy of selling products at a low price, consumers usually do not bargain and reduce the ability of consumers to bargain.
· The huge scale of production and cost advantages that enterprises have established have made new entrants who want to join the industry discouraged and form barriers to entry. In the UK market, if there is a new supermarket company that wants to develop, there are only two options for this company. The supermarket is larger than a large supermarket such as Tesco or a supermarket with a price lower than Lidl. This is very difficult, so the cost leadership strategy can effectively prevent new competitors from entering the market.
· When competitive suppliers increase the price of resources needed by high-level firms, companies placed in subdivisions can have more ownership to deal with the situation. For Lidl, when the price of the supplier increases, they can cope with this behaviour because they can still sell the product at a price lower than the competitor. 
· Companies that use low-cost strategies can withstand competition from existing competitors. In other words, companies that use low-cost strategies can make a profit if their competitors can only protect themselves. For Lidl, if competitors are also competing with Lidl with cost leadership strategy, Lidl's low-price strategy has been improved, it can cope with competition and gain more profits than competitors.
· A lower selling price gives you a competitive advantage when competing with alternatives. There are many manufacturers in the market who are doing similar products. The quality and use of the products are similar. At this time, consumers are willing to buy low-priced products, and supermarkets using low-cost strategies such as Lidl will gain a competitive advantage.
[bookmark: _Toc24932769][bookmark: _Toc25699214]3.2.2 Disadvantages of cost leadership strategy
· Because companies that use cost-leading strategies focus their efforts on reducing product costs, they lose the ability to anticipate market changes in their products. Companies may find that the products they produce are cheap, but they are not appreciated and needed by customers. This is the most dangerous aspect of taking cost-leading strategic companies (FutureofWorking.com, 2019). For Lidl, cost reduction is their most important task, but at the same time, insight into the market is also very important, such as research and discovery of new market demand, which will allow Lidl to remain competitive and not be eliminated by the market.
· New entrants in the industry make their costs lower by imitating, summarizing their previous experience or purchasing more advanced production equipment, and participating in competition at a lower cost starting point. At this time, the company will lose its cost leadership. 
· Changes in production technology or the emergence of new technologies may make past equipment investment or product learning experience a resource that has no utility (Learn Mechanical Engineering, 2019).
· Under the influence of inflation, the cost of production input is increased, which reduces the cost-price advantage of the product, so that it cannot compete with enterprises adopting other competitive strategies.
· Excessive price cuts cause a decrease in profits. For Lidl, it should try to lower the price of the product as much as possible, while simply seeking low prices.
· Vulnerable to external environment. 

























4.0 [bookmark: _Toc24932770][bookmark: _Toc25699215]Conclusion
Lidl implemented a cost-leading strategy in the UK market, selling most of its products with a small number of alternatives, attracting a large majority of price-sensitive customers and customers with no high social status, and customers have high loyalty. In the implementation of the cost leadership strategy, Lidl has adopted some methods to save costs or increase sales. For example, it owns more than 90% of its own brand, it sells easy-to-sell daily necessities or food at low prices, its stores are small and employees The limited number, it saves a series of costs such as lighting costs, while it insists that small-scale marketing also saves a large part of advertising costs. This series of decisions helped Lidl complete the implementation of the cost leadership strategy. This article then illustrates the pitfalls and shortcomings of implementing a cost leadership strategy, and offers several suggestions for Lidl based on shortcomings, such as increasing online sales channels, providing more details on the site, and building high-end private or high-end stores. Use news and other media to enhance brand awareness, prevent other suppliers from the recent UK market, and avoid price wars with other suppliers. Finally, the SWOT analysis of Lidl was carried out (Appendix-a), and Lidl was analysed from various aspects.
[bookmark: _Toc24932771][bookmark: _Toc25699216]4.1Recommendations
According to the SWOT analysis of Lidl in this paper (Appendix-a), the weaknesses and threats of Lidl are analysed in detail, and methods to avoid weakness and reduce threats are provided.
Increase online sales channels to increase sales, which can help them increase their influence and brand awareness in the UK market.
Develop high-end private labels or high-end stores while implementing cost leadership strategies. Because low selling prices can make consumers feel that the quality is not good, high-end stores or brands can attract the upper echelons of society and develop new target customer groups.
Use news or other media campaigns to increase brand awareness, increase barriers to other suppliers' recent markets, and organize other supermarkets to enter the UK market.
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Appendix-a SWOT analysis of Lidl
Strengths (Simon, et al., 2010):
Selling goods at very low prices
More than 90% of its own brands can guarantee product quality
A large number of stores in the UK, high brand awareness
Weaknesses (Siro, et al., 2008):
Competitors have a large market share
The supermarket only expanded its business in Europe
Low prices will make consumers feel that the quality of the products is not good.
Opportunities (Felsted, 2014):
Target customer group is large and has the potential to gain a higher market share
Conduct online sales channels
Threats (Poulter, 2014):
May trigger a price war in the European market
Other suppliers also want to join the European market, increasing competitiveness
Aldi’s market share is rising rapidly
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