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Executive Summary
Lidl has identified its strategic position in the UK retail market through the following analysis in this report. Lidl is one UK’s most popular discount retailers with more than 25% store coverage and a market share of 7.6 % store. The cost leadership strategy pursued by the firm has therefore paid off due to providing superior value at lower costs due to efficient supply channels and local procurement. Nonetheless, Lidl has several threats currently being a participant in a rather saturated market, threatened by Aldi and Tesco as well as an increasing popularity of the online grocery delivery services that the company has not yet been able to effectively compete in.
The external environment analysis using PESTEL revealed factors that include the post-Brexit economy, sustainability issues and growth of e-commerce operations as important considerations in Lidl’s strategic management. The internal factors obtained by SWOT analysis showed the advantages of Lidl such as a high brand image and the system’s disadvantages such as a limited product portfolio and comparatively slow digitization.
According to these findings, this report suggests that Lidl should extend its online grocery services and improve on the technology it has offered in Lidl stores. Also, the company has the opportunity to step up its sustainability processes and increase the number of stores in untapped markets, which will further support Lidl’s successful positioning and the development of the UK retail industry.
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[bookmark: _Toc179879754]Introduction to the Strategy
Strategic management involves formulating and implementing major goals and initiatives taken by an organization’s top management on behalf of owners, based on consideration of resources and an assessment of internal and external environments (Bader, 2024). For Lidl in the highly competitive UK retail sector, strategic management is crucial to maintaining its cost leadership strategy, which focuses on offering high-quality products at the lowest prices. By leveraging effective supply chain management and strategic sourcing from local suppliers, Lidl ensures its competitive edge (Schmidt, 2023).
[bookmark: _Toc179879755]Lidl’s strategic management is essential not only for retaining its existing market share but also for expanding its presence in the UK. The company operates over 960 stores across the UK and sources over two-thirds of its products from British suppliers, emphasizing its local supply chain integration (Lidl, 2024). For instance, to overcome the rivalry present from its competitors like Tesco, Aldi Sainsbury’s and other until recently more localized players like Lidl have to make a new strategy very frequently and that too in a way that it can apply without getting resisted by its opponents or other players in its market.
The goal of this report is to assess Lidl’s current strategic context in the British market. To this end, the report will analyze Lidl’s market opportunities and threats, strengths and weaknesses, consider the available strategies, and suggest the best measures to improve the company’s position.
3. Overview/Background of the Company
Lidl GB is a German global discount supermarket chain subsidiary that is active in the UK retail industry selling groceries and other cheap non-food products. Lidl opened its market in the UK in 1994 and has witnessed rapid growth, especially in the grocery retail industry (Lidl, 2024). It has a cheap business model, which ensures that consumers in the UK with a strict budget can afford it (Bedford, 2024).
Lidl GB currently boasts over 960 stores around the United Kingdom and currently has over 31,000 employees; Its impact on the UK’s economy is seen through employment and sourcing (Lidl, 2024). The company aims at sourcing more than two-thirds of its products from Britain, thus guaranteeing that the company’s operations are beneficial to domestic enterprises and that the company offers only high-quality goods (BBC, 2023). The thrust that coordinates with Lidl’s general branding direction is the sourcing of fresh products from local producers which enables the firm to guarantee its clients quality products at a reasonable price (Parker & Skoyles, 2017)
Operating in a highly competitive retail environment, Lidl’s combination of local sourcing and cost leadership has positioned it as one of the fastest-growing retailers in the UK, successfully challenging established players like Tesco and Sainsbury’s (Financial Times, 2022).
[bookmark: _Toc179879756]4. Strategic Intent
Lidl’s vision is to become a leader in the UK discount retail sector, focusing on offering high-quality products at the lowest possible prices. The company's goal is to expand its reach and continuously grow its market share by providing affordable groceries to price-sensitive consumers (Lidl, 2024). Lidl has consistently demonstrated its commitment to cost leadership, which positions it competitively against other key players like Aldi and Tesco (The Guardian, 2022).
[bookmark: _Toc179879757]Lidl’s mission is to give its customers the best possible shopping experience to the extent of providing the most needed product range sourced locally. Lidl has its origin in Germany, but more than two-thirds of products procured by the company are sourced locally and this is effective in cutting pollution such as long chains (Lidl, 2024). This has provided Lidl with the capacity to uphold two significant standards; the delivery of high-quality foodstuff to its customers as well as working for sustainability through supporting local supplies (BBC, 2023).
Future goals of Lidl involve extending the number of stores in the UK, which currently totals 960; the company must maintain its cost advantage by implementing efficient supply chains; and improving the rating from customers due to the ability to constantly offer good quality products at low prices (Statista, 2023). Lidl has set these goals as part of the firm’s long-term plan to operate within the cutthroat UK grocery market (Financial Times, 2022).
5. The Company’s Current Performance
[bookmark: _Toc179879758]Lidl has steadily grown its market share in the UK, reaching 7.6% in 2023, making it the sixth-largest supermarket chain in the country (Kantar, 2023). This growth is driven by Lidl’s aggressive expansion strategy, with over 960 stores currently operating across the UK. Lidl plans to increase this number to 1,100 stores by 2025, further solidifying its presence in the highly competitive UK grocery market (The Grocer, 2023).
Lidl’s competitive standing is strong, especially against discount rival Aldi, which holds a 10.2% market share (Kantar, 2023). Tesco remains the market leader with a 27% share, followed by Asda and Sainsbury’s. Despite these challenges, Lidl’s focus on a cost leadership strategy, offering high-quality products at lower prices, has helped it capture a broad customer base. Lidl’s pricing model, coupled with its no-frills store layout, ensures operational efficiency and allows the retailer to maintain competitive pricing, even amidst price wars with rivals (Financial Times, 2022).
The customer perception of Lidl is largely positive, as the retailer is seen as a store that provides great value for money. Consumers appreciate Lidl’s ability to offer a wide variety of products, including both staples and premium items, at prices lower than those of traditional supermarkets (Which? 2023). This value proposition is especially appealing to budget-conscious shoppers, particularly in times of economic uncertainty.
Lidl’s contribution to local communities is also significant. The company employs over 31,000 people in the UK and sources more than two-thirds of its products from British suppliers, supporting local agriculture and reducing carbon emissions related to long-distance transportation (BBC, 2023). This commitment to local sourcing and employment strengthens Lidl’s reputation as a community-oriented retailer.
6. Strategy Analysis
[bookmark: _Toc179879759]6A. External Environmental Audit
PESTEL Analysis (focused on the UK market)

	Factor
	Description
	Impact on Lidl

	Political
	Brexit led to changes in trade agreements and tariffs, impacting supply chains and sourcing strategies. New labour and food regulations were introduced by the UK government (BBC, 2021).
	Increased costs for imports and logistics. Compliance with new food and labour regulations.

	Economic
	Economic instability and inflation have increased demand for low-cost retailers like Lidl, but rising operational costs pose challenges (ONS, 2023; KPMG, 2023).
	Benefits from increased consumer demand for low-cost options but faces margin pressures due to rising costs.

	Social
	UK consumers prioritize affordability and sustainability. Growing demand for eco-friendly products and responsible brands (Deloitte, 2022).
	Aligns with Lidl's value proposition. Increased consumer loyalty through eco-friendly initiatives.

	Technological
	Lidl is investing in technology, improving its online presence and in-store tech like self-checkout systems (Lidl, 2023).
	Improves customer experience and operational efficiency, allowing Lidl to compete in the growing e-commerce space.

	Environmental
	Lidl has committed to reducing plastic waste and sourcing locally to reduce carbon emissions and improve its environmental footprint (Lidl, 2023; BBC, 2023).
	Improved brand reputation and sustainability credentials, appealing to environmentally conscious consumers.

	Legal
	Lidl must comply with strict food safety, labour, and retail regulations in the UK, with additional complexity post-Brexit (Gov. uk, 2023; The Grocer, 2022).
	Increased costs of compliance with labour and food regulations. Challenges in workforce management post-Brexit.



[bookmark: _Toc179879760]6B. Internal Environmental Audit
SWOT Analysis (focused on Lidl UK)
Strengths:
Lidl has a major advantage in being well-established and having a significant brand image in the UK in terms of the brand being known as a company that sells quality products at attractive prices. This is supported by its cost leadership strategy, through which more than two-thirds of the store's products are sourced locally from Britain. This strategy ensures that the company sets low prices and also contributes to the growth of local producers (Lidl, 2024). Regarding the customer base, Lidl has captured viewers and buyers ranging from the low-price segment to organic food buyers and those eager to buy local products (The Guardian, 2023). The cheap supply chain as well as local sourcing are also advantageous to Lidl whenever it wants to uphold the price advantage (BBC, 2023).
Weaknesses:
Nevertheless, the Lidl supermarket company has some weaknesses because it offers a significantly smaller number of products. Currently, the company’s UK stores stock 2,000 articles, while competitors like Tesco provide more than 30,000 (Financial Times, 2022). This can make consumers who hereby seek to find more variation or items which are more unique turn away. Furthermore, Lidl has been relatively late to establish a strong online grocery delivery service; the Tesco and Sainsbury’s firms have already established e-commerce services. This has proven to be a major disadvantage as grocery shopping also goes online in the United Kingdom (Bader, 2024).
Opportunities:
The increasing demand for online grocery services presents a significant opportunity for Lidl. The retailer has recently started investing in its online presence but has room for further development. By expanding its e-commerce capabilities, Lidl can capture a larger share of the market and compete more effectively with retailers like Tesco and Ocado (Retail Gazette, 2023). Additionally, Lidl's ongoing store expansion plan, targeting 1,100 stores by 2025, will help solidify its presence in the UK market (The Grocer, 2022). As sustainability becomes a top priority for UK consumers, Lidl can enhance its product offerings by increasing the range of eco-friendly and sustainable products to attract environmentally conscious shoppers (Deloitte, 2022).
Threats:
Lidl faces significant threats from post-Brexit economic conditions and supply chain disruptions. Brexit has led to increased costs for imported goods and labour, which could impact Lidl's ability to maintain its low prices (BBC, 2021). Furthermore, the UK grocery market is highly competitive, with Aldi being Lidl’s closest competitor. Aldi’s market share continues to grow, putting pressure on Lidl to innovate and maintain its price advantage (Kantar, 2023). Ongoing price wars among major UK supermarkets, including Tesco and Asda, could further erode Lidl's margins and challenge its cost-leadership strategy in the long run (Financial Times, 2022).
BCG Matrix table for Lidl UK, identifying Cash Cows and Stars:
	Category
	Description
	Examples

	Cash Cows
	High-profit items like basic groceries (milk, bread, eggs), have consistent demand and generate steady cash flow (Lidl, 2024).
	Basic groceries such as milk, bread, eggs, fruits, and vegetables (Statista, 2023).

	Stars
	Products with growing demand like organic foods and eco-friendly products, gaining market share (Deloitte, 2022).
	Organic food products, eco-friendly packaging, and plant-based alternatives (BBC, 2023).



This table highlights Cash Cows and Stars in Lidl’s product portfolio, focusing on items that ensure steady profits and those with high growth potential. 
[bookmark: _Toc179879761]7. Strategy Formulation
Strategic Choices for Lidl UK
1. Expansion Strategy:
Lidl has been aggressively expanding its store presence in the UK, but there are still regions where its reach is limited, particularly in some urban and suburban areas. As of 2023, Lidl operates over 960 stores in the UK, with plans to expand to 1,100 stores by 2025 (The Grocer, 2023). Expanding into underserved areas will allow Lidl to tap into new customer bases, further growing its market share, especially as competitors like Aldi and Tesco continue to consolidate their positions in the UK market (Bader, 2024).
2. Online Grocery Growth:
Online grocery shopping in the UK has grown significantly, with a market share of 12.4% in 2023 (Kantar, 2023). However, Lidl has been slower to adopt a comprehensive online shopping platform compared to competitors like Tesco, Sainsbury’s, and Ocado, who dominate this space. Strengthening Lidl’s online grocery services and delivery options will be crucial for capturing a share of the growing e-commerce market, especially as consumer preferences shift towards convenience and digital shopping experiences (Retail Gazette, 2023).
3. Sustainability Initiatives:
Environmental concerns continue to matter to consumers in the UK where consumers are quite concerned about the number of plastics they use and disposal of products made from plastics. Here, Lidl has already embarked on this journey by pledging to cut its use of plastics by 20% and to guarantee that every element of its packaging will be reusable and recyclable by 2025 at the latest (Lidl, 2024). Additional sustainability measures like increasing the offering of organic food and other sustainable products will only add to the overall Image of the Lidl Brand and attract more sustainable customers (Lidl Reference, 2023).
Proposed New Strategy
Lidl can enlarge its online grocery service offering and improve its in-store solutions. Currently, Lidl still has a lower rate of online shopping experience than competitors, while the rate of online grocery shopping experience is continuously increasing (Kantar, 2023). Laying down an effective online store with home delivery and click-and-collect options, Lidl can target increasingly relevant to the UK segment of consumers who appreciate convenience (Bader, 2024). Also, other integrated technologies within the store, which include checkouts through mobile payment, and other check-out options will help increase efficiency since they will shorten the time that customers are likely to spend within the store.
Justification
This strategy is further augmented by the findings of the PESTEL business analysis that focuses on the technological trends and sustainability of the UK market. Using a SWOT analysis, it is clear that Lidl’s current initiatives such as the move to online grocery and the company’s emphasis on sustainability successfully address threats such as a narrow product offering as strengths (The Guardian, 2023). In addition to that, the application of Porter’s Five Forces analysis reveals that implementing e-commerce solutions will enable Lidl to compete well with Tesco and Ocado, as the market has already experienced growth regarding online grocery sales (Financial Times, 2022).
8. Conclusion and Recommendations
The last two analyses of Lidl’s external and internal environment in the UK suggest that the company has all the prerequisites for growth and successful monopolization of certain segments. Lidl can expand its supermarkets successfully in the UK due to its focus on low prices and the local sourcing policy. However, prospects of expanding e-commerce and, in general, increasing emphasis on sustainable development indicate that Lidl should alter its market strategy.
It also presents several plans for increasing the availability of online food delivery and for improving store technologies for serving Lidl consumers. Hence routine investment in its digital assets’ positions Lidl as a stronger competitor to more online-oriented companies like Tesco and Ocado. Further, increasing determination to ban unnecessary plastic products and providing more sustainable Lidl products will not only help the company to develop a reputation as a more responsible seller but also satisfy people’s increasing concern about environmentally friendly shopping.
These strategies will help Lidl to increase competitiveness, expand its market share, and satisfy UK consumers’ increasing needs for grocery stores for increased long-term sustainable growth in the UK grocery sector.
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