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Executive Summary

This purpose of this report:
1. To investigate and determine the competition strategy used by Lidl. 
2. Lidl is a German discount supermarket founded in 1973, and with the expansion of the international market, it has more than 760 stores in the UK and is still expanding. The main operating products have its own brand, such as eggs, beef, red wine, etc. Of course, it also runs home supplies, tourism supplies, and the like, a large supermarket chain, with the main aim of offering a low-cost product to consumers. 
3. Lidl is a cost-leading strategy to lower costs through the Economics of scale, Contact with support, and Focus on cost reduction, and to offer low-cost products to consumers. 
4. The advantage of the cost-leadership strategy: Increase market share helps lidl to expand market share. Reduce competition from the market helps Lidl to reduce competition from other companies and Higher profitability.The disadvantage of the cost-leadership strategy: customer employee, low-cost, can lead to a drop in customer loyalty. 
5. Recommendations to Lidl:
-reposition the brand image so that it can expand its market share again. 
-Can look for new markets to develop, such as the Asian market. 
-Develop high-end line products and expand the consumer base. 
-Develop new products in order to avoid being seized by other grocery companies.
Executive Summary

[bookmark: _Toc5385_WPSOffice_Level1]2.0 Introdution

The report makes use of a large number of resources and strategies related to Lidl to analyze and introduce Lidl, and ensures the authenticity of the report. The following introduction to this report consists of several parts.

[bookmark: _Toc24163_WPSOffice_Level2]2.1 Report Remit

This report is mainly written for some professional audience, and it is divided into four parts. In the first part, describe the background of Lidl, and some basic definitions of strategy. In the second part, introduce the strategy of lidl, in the third part, describe the advantages and disadvantages of lidl, and in the last part, give some recommendations to lidl.

[bookmark: _Toc30064_WPSOffice_Level2]2.2 Background of the Organisation

Lidl is a German supermarket founded in 1973. At that time, the first lidl had only three employees and about 500 production lines. In 1989, lidl decided to expand into the international market and opened the first supermarket in the international market in Germany. In October 1994, lidl entered the British market and opened ten British supermarkets. In 2008, lidl opened more stores in the UK and established itself as a leading retailer. In 2017, lidl opened its first US supermarket. In addition, lidl has more than 760 stores in the UK by 2019, and has provided fresh and high-quality products throughout England, Scotland and Wales in 13 regional distribution centers, employing more than 22500 people（Lidl GB，2019）.
Lidl GB is very fond of charity. Christian Härtnagel, lidl's chief executive, announced that he would work with the food redistribution organization neighbourly to donate all the remaining food to local charities. Up to now, all lidl in the UK have donated 4.3 million meals and 1800 tons of surplus food to charity in the UK. More than 1500 local community projects have benefited from lidl's surplus food redistribution plan, and call for more community projects to cooperate with them. The plan starts in 2017 and aims to reduce food waste by 25% per store in lidl by 2020. In addition, lidl announced that it would donate 250000 meals between November 6 and December 25, 2019, not only to reduce the company's food waste, but also to support vulnerable groups (Lidl GB，2019).
With lidl becoming more and more popular in the UK, lidl recently announced that it would add another 30 new stores in the UK, and announced that it would invest 15 billion in UK enterprises in the next five years (Mallinson，2019).

[bookmark: _Toc22460_WPSOffice_Level2]2.3 Definitions of major concepts：

[bookmark: _Toc24163_WPSOffice_Level3]2.3.1 Strategy

Johnson believe that the most basic definition of strategy may be "the long-term direction of the organization". The strategy determines the direction and scope of the organization in the long term, as well as the allocation of resources and capabilities to meet the needs of the market and stakeholders.
In addition, the strategy needs to have several major characteristics: complexity, uncertainty, operational decision-making, external relations and networks of the organization.
1. Complexity is an important feature of strategy and strategic decision-making, especially in organizations with a wide geographical scope, such as transnational corporations, or a wide range of products and lack of organizational complexity.
2. Uncertainty must exist in the strategy, because no one can determine what will happen in the future.
3. The overall strategy of the organization must be consistent with the operation, otherwise it will not succeed. In addition, operations can determine which strategic developments are meaningful.
4. The external relations and networks of the organization are very important in the strategy. For example, relationships with suppliers, distributors and customers. （Johnson, 2015）
George Steiner think strategy entered the management literature a s a way of referring to what one did to counter a competitor's actual or predicted moves（Steiner, 2014）.

[bookmark: _Toc30064_WPSOffice_Level3]2.3.2 Business level strategy

Business level strategy is related to the organization's successful competition in the market, mainly to help the organization win in the market. However, the strategy needs to be related to the goals set in the company level strategy, especially when the company's brand is very important. In the business level strategy, it is mainly a single business department or market, but it must be consistent with the company's strategy, all for the company's future success in the market （Dowding, 2019）.
Policies related to a specific business are called business level policies. It is a combination of management initiatives to enhance the company's market position and overall performance, as well as its response to unexpected developments and new market conditions. It turns mission and vision into specific strategies (Jargons, 2019).
[bookmark: _Toc22460_WPSOffice_Level3]2.3.3 Competitive advantage

Competitive advantage refers to that an organization improving customer value by reducing product price, so as to attract customers to purchase, so that the organization has more advantages than competitors, and the products are different. （My Accounting Course,2019）.

[bookmark: _Toc14702_WPSOffice_Level3]2.3.4 Porter’s Generic Strategies

In the early 1980s, Michael Porter created a strategy: Porter's generic strategies, which consists of three interrelated strategic components: cost leadership, differentiation, and focus. Focus is divided into cost focus and differentiation focus, which Porter believes can keep the company competitive advantage.
Cost leading strategy is to gain competitive advantage by controlling production cost.
Differentiation strategy is to attract customers by developing the uniqueness and attraction of products.
Focus strategy is to find the market and unique needs of customers, to provide unique services.


Figure1: The formation of Porter's generic strategy

[bookmark: _Toc24163_WPSOffice_Level1]3.0 Main body

Lidl uses a cost-leading strategy to gain a competitive advantage, using their products to expand the companyundefineds market share. In order to achieve the company undefineds goals, Lidl uses a large number of low-cost products to attract a large number of customers, their goal is to provide customers with market-leading value of high-quality products, to provide customers with a worry-free shopping experience is the core of Lidl, and low-cost products are launched every day. In addition, Lidl won the retail awards of the yearundefineds flower retailers in 2017（Bhasin, 2019）. As a result, Lidl is using a cost-leading strategy to compete in the market.

3.1 Implementation of cost leadership strategy

3.1.1 Definition of cost leadership

Low-cost producers must find and exploit all sources of cost in order to maintain their competitive advantage. This is not only the price, or the raw material, but also the operational efficiency, which is the reason that can beat the competitor.

3.1.2 Lidl‘s cost leadership strategy
Economics of scale：The relationship between the scale of factories and industries and the lowest cost of products. When the output of products increases, the average cost of products can be reduced, which is called scale economy. "According to data from Kantar worldpanel as of March 27, 2015, lidl's £ 78 million expenditure increased lidl's sales by 17.7%, accounting for 4.4%. Lidl is now the largest traditional media budget retailer in the UK after three years of increasing its marketing budget, according to the grocer's equity data. And Tesco, Asda and Morrison continue to see sales decline. " In this news, although lidl has invested a lot of money in advertising marketing, this marketing method can attract more consumers to pay attention to lidl. As a result, lidl's market share is still rising while competitors' market share is declining, and it is decided to continue to expand its stores.

In addition, lidl's own brands account for 90% of lidl's total varieties. Lidl vigorously promotes its own products and has independent quality review to save some unnecessary costs. There are also award-winning brands on the official website, such as smoked salmon, pork, etc., so that consumers can understand the good quality of lidl's own brands. These products have generated more than 80% of sales and a large number of private brands Launched, lidl saves the intermediate price difference of cooperation with suppliers, thus reducing the product cost（Rennack, 2018）.

Contact with supplier：In September 2015, Aldi and Lidl sold more than 10 per cent of British grocery store sales. Lidl value sales have doubled since 2011. Lidl works closely with his suppliers, so he can offer truly low-priced products to consumers. In addition, Lidl uses the "weekly sale-weekly sales of special low-price products" to attract customers to Lidl to buy products, driving sales of other products. Using cooperation with suppliers, low-cost products attract customers to buy to reduce costs as a competitive advantage. Lidl marks on their website that Lidl has a long-term and mutually beneficial relationship with suppliers, relies on suppliers to implement sustainable procurement policies, and calls on more suppliers to work together to expand cooperation with suppliers.

Focus on cost reduction：Reducing the cost is mainly to reduce the unit cost of manufacturing or providing the product without affecting its quality. It can be done by using new and improved methods and technologies. Reducing the cost can reduce the cost and maximize the profit of the enterprise (Toppr, 2019). Mainly in order to reduce unnecessary expenditure in the production, storage and sales of products, to achieve the purpose of reducing costs. Lidl minimizes the details of each customer to a minimum receipt by minimizing blank space, saying it could save Lidl more than 150000 pounds a year. Lidl chief executive said it was identifying details in the retail process, than the company’s expenses can be reduced.

3.2Advantages and Disadvantages of the strategy

[bookmark: _Toc14702_WPSOffice_Level2]3.2.1 Advantage of Cost leadership

Increase market share: the increase of market share can make the company achieve larger business scale and improve profitability. Market share can be expanded by lowering prices, launching new products, etc (HAYES,2019). The UK grocery market has resumed growth, with sales rising the most during the period to September 8, with revenue rising 9.2%, reaching Fraser McKevitt, head of retail sales at 6%.Kantar Worldpanel, who said: Lidl has exceeded 6% of the market share for the first time, compared with last year. An additional 61,8000 shoppers visited Lidl, thanks to the opening of stores, refurbishment and its newspaper voucher deals. Second, since May 2017, Lidl has broken through the 5%barrier, adding 1% to 1.2 billion pounds a year in just over two years.

Reduce competition from the market: companies that can implement cost leadership strategy can bring themselves future advantages. Because they can provide excellent pricing models for their consumers, new competition in the market is limited because it is difficult for competitors to achieve the same price. The outstanding balance usually spend on increasing the budget for investemtns or funding. Lidl breaks down prices, and there are promotions in Lidl stores, such as specials for certain products, showing consumers their current and seasonal offers through weekly flyers. In addition, most of the products of Lidl supermarket are lower than all other supermarkets in Europe, and its target market is mainly those who are used to comparing prices, buying the cheapest products and not considering the quality of the products (Prezi, 2019).

Higher profitability: the benefit of a low operator in an industry is higher profit margins. If a company can compete at a low price, it must be competitive and has higher profit margins than its competitors. In addition, the biggest reason for providing low prices is that most of the products provided by Lidl are owned by their own brands, because they eliminate middlemen, so they save costs, the main purpose is to control costs and keep the price of products to the lowest end, so that more profits can be made, and another reason is that the number of employees is limited and the cost is saved. 

[bookmark: _Toc15811_WPSOffice_Level2]3.2.2 Disadvantage of Cost leadership
Of course, the cost leadership strategy must also have its disadvantages, customer loyalty is likely to be reduced is the most obvious drawback. In order to maintain costs, the company may reduce the cost of customer service, which may lead to the loss of some customers looking for better customer service. As a result, lidl has also formalized the problem. They promote their own brands, thereby reducing the cost of their products and making their products cheap and quality as well as, Lidl was voted the best supermarket for its own-brand spirits in top industry awards. Lidl was praised for its own-brand gin, Hortus Artisan London Dry Gin, which costs £15.99 and comes in spirit and liquer form. (Sahota, 2018)
MainBody

[bookmark: _Toc30064_WPSOffice_Level1]4.0 Conclusion
To sum up, Lidl is a global supermarket from Germany, although it is a discount supermarket, it has always provided consumers with a high-and low-priced product, which is the purpose of their company. Lidl has a cost-leading strategy to attract more consumers by offering low-cost products to consumers, and to stay at the forefront. Lidl uses the cost-leading strategy in the Porter undefineds general strategy to gain a competitive advantage, and Lidl has reduced costs with the economics of scale, contact with support, and focus on cost reduction strategies, for example, to close relationships with suppliers, to promote self-branding, to focus on small details to reduce costs, and the consumer is improved to be lower than the product of the peer. In addition, the cost-leading strategy has a number of advantages, and Lidl makes perfect use of this strategy increases the market share and, as a result of the fact that low-cost products are always introduced, Lidl reduces the competitiveness of the peers. Despite the drawbacks of the cost-leading strategy such as customer loyalty, Lidl looked at the problem and gave a reasonable solution. Because Lidl raised the competition for fresh products, new products were introduced: for example, alcoholic beverages. And a reliable, own brand replacement (e.g., a diaper) is introduced. This makes the Lidl a stable group of customers, even more loyal to the customers of the big four supermarkets in the UK.

[bookmark: _Toc10998_WPSOffice_Level2]4.1 Recommendations

[bookmark: _Toc15811_WPSOffice_Level3]A few recommendations for Lidl includes: 
-Lidl can reposition the brand image so that it can expand its market share again. 
-The can look for new markets to develop, such as the Asian market. 
-Develop high-end -line products and expand the consumer base.
-Develop new products in order to avoid being seized by other grocery companies.
                                         Conclusion
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