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Lidl – German discounter gaining market share
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Gaining the competitive advantages is the core mission of strategy managing the modern organisation, especially the discounter, because the competitive advantages are beneficial to get profits and achieve increasing continuous for the company (Punt etc al, 2016). The report is to analyse the sustainable and management strategy in Lidl. Firstly, the background information of Lidl will be described. And then, the analysis of the researching methods will be illustrated. After that, strategy will be evaluated in critical methods. Finally, the conclusion will be given.

[bookmark: _Toc25521566]Background of Lidl
LIDL is a fast-growing retailer in Germany. Comparing with ALDI, it has driven the world's retail giant Wal-Mart out of Germany to make it famous. With the weakness of Wal-Mart in Europe, its development momentum has even surpassed ALDI throughout the EU (Geppert etc, 2015).

At present, the number of LIDL chain stores in Europe exceeds ALDI for the first time, reaching 7,271 stores, while ALDI has only 6,997 stores. But LIDI supermarket food prices are still higher than ALDI (ibid). LIDL, also known as the poor supermarket. The sales of food, daily necessities and small household appliances are relatively large, and the storefront is relatively small. However, LIDL is focused on large-volume purchases in procurement. As long as a product is identified, it generally requires only one model. Usually, the order quantity is no less than 50,000 pieces, which makes the cost of purchasing, negotiation, warehousing and logistics far lower than other retailers pursuing variety (Shaikh & Hakkinen, 2018). This is also the weapon that has achieved explosive growth in recent years.

In cooperation with LIDL, order confirmation is prior to sample confirmation. This is a headache for foreign traders. In accordance with normal practice, the customer will first request a sample confirmation and then place an order (Geppert etc al, 2015). LIDL is to first check whether the supplier has this ability. If the pre-production sample passes the relevant quality test, it can arrange large-scale production, but this does not mean that the foreign trade manufacturer must have no risk. It will also require three tests: pre-production, in-line, and final inspection, and no one can pass the inspection.

LIDL belongs to BSCI members. The factory that receives the LIDL order will receive the BSCI inspection factory derived from the STR/ITS notary bank in accordance with the SA8000 standard (ibid). The problems concerning child labor and juvenile workers are matters that many domestic manufacturers need to pay attention to. This is also a very important factor. LIDL does not work directly with the factory and will pass through the middlemen. The middleman first came to the factory and, if qualified, went directly to the contract stage (Shaikh & Hakkinen, 2018).

[bookmark: _Toc25521567]Objectives
The aim of the report is to evaluate the strategy use in Lidl to develop in the market. And there are objectives to achieve in the report. In order to have knowledge about the strategies use of Lidl, the background and details of Lidl will be identified in 3 days. And then, the analysis of the researching methods will be illustrated in 3 days. After that, the strategy will be evaluated in critical methods in 4 days. Finally, the recommendation and conclusion of the organisation will be given. 

[bookmark: _Toc25521568]The literature review of the Competitive advantage
The competitive advantage is to use a variety of business tools to achieve lower costs and higher profits (Yom & Wee, 2014). For large companies, maintaining a competitive advantage is a very important business goal. For other competitors, trying to gain a competitive advantage is a goal.

Sustainability advantages compared to competitors: superior resources, advanced operating models, and products and services that are more suitable for market needs. Through a certain field or multiple fields interact to form a core competitiveness superior to the opponent (ibid).

[bookmark: _Toc25521569]The literature review of Porter’s genetic strategy
Porter describes the field as multiple market segments that the company can target. The target range is the scope of competition for the company (Chopra, 2019). Porter defines two competitive advantages: lower costs or differences from competitors. The reason for gaining a competitive advantage is that the company is better able to cope with five forces than its competitors. Waves (2014) said: "To gain a competitive advantage, companies must choose...the type of competitive advantage they seek and the range of competitive advantages." He also wrote: "The two basic types of competitive advantage (differentiation and low cost) and The combination of a series of activities undertaken by the company to achieve competitive advantage has led to three general strategies that have enabled the industry to reach above-average levels: cost leadership, differentiation and key strategies with two variants, with emphasis It is cost and difference."

[bookmark: _Toc25521570]Differentiation strategy
Differentiation strategies, also known as unique strategies and differentiated strategies, are strategies that gain a competitive advantage in order to differentiate the company's products, services, and corporate image from competitors (Punt etc al, 2016). The focus of this strategy is to create products and services that the industry and customers consider unique. There are many different approaches to differentiation strategies, such as product differentiation, service differentiation, and image differentiation. Achieving differentiation strategies can increase user loyalty to the brand (Chopra, 2019). Therefore, the differentiation strategy is an effective competitive strategy that allows the company to achieve above-average industry profits.
[bookmark: _Toc25521571]Differentiation strategy of Lidl
As a representative of discount supermarkets, Lidl has become a major source of German residents' food purchases (Lebensmittel) with its inexpensive and well-positioned outlets. According to statistics, in 2016, several major discount supermarkets accounted for about 33.4% of German food retail market share (Lidl, Aldi, Kaufland, Netto and penny), and some German discount supermarkets have gradually expanded to Europe and the UK and US markets.

It should be noted that although it is called a discount supermarket, such supermarkets are not often discounted, but the normal sales price of goods is relatively low. There is no strict definition of the concept of discount supermarkets. According to (2018), German discount supermarkets can be called a full-line discount supermarket, or a mass merchandiser. The main feature of this type of supermarket is that there are relatively many types of goods, and there are many options in a single product category. Some traditional German foods, such as meat products, dairy products and beer, can be described in a variety of styles, even in discount supermarkets.

In order to achieve high quality and low price, one of the main goals of discount supermarkets is to reduce costs. The main measures are: to improve the utilization of unit area, such as warehouse-style merchandise placement, to increase the number of commodities in the unit operating area. In addition, there are fewer types of discount supermarkets, and most of them will focus on the best sellers.
The other measure aims to reduce labor costs. For example, the number of employees will be reduced, and employees will have multiple roles at the same time, such as peak cash register, other time cleaning and tally. Moreover, discount supermarkets will also reduce the variety of services, such as the absence of meat windows and cooked food stalls common in large supermarkets.


[bookmark: _Toc25521572]The no-frill strategy of Lidl
Many discount supermarkets are decorated in a simple, simple floor with simple shelves. The merchandise placement also looks very "casual", often a seemingly simple and rude layer code (Gilligan & Hird, 2013). Commonly found in discount supermarkets is a full warehouse.

The way this kind of goods are placed is not really "casual", but to reduce cost considerations. Warehouse-style placement can increase the number of items per unit area while also reducing labor costs (Rachman, 1970). For example, the base part is for the purpose of electric forklifts. When the clerk puts the goods, he only needs to transport the whole goods in place and unpack the external protection plastic when transporting (Adebayo etc al, 2014). Other services require self-service by the customer. For example, if you do not want to buy beverages in bundles, customers can unpack the packaging themselves.

Vegetable and fruit packaging is more representative, and it is usually placed directly in layers (Hutchinson, 1971). If the top layer of goods is sold out, or there is no satisfactory product, customers can go to other layers. The clerk will only clean these boxes on a regular or irregular basis. In addition, some supermarket vegetables and fruits are packed in cardboard (Darienzo, 2016). Moreover, the Germans like to use these cardboards as shopping baskets. This saves the expense of selling shopping bags and reduces the workload of recycling packaging in supermarkets. It is a very good nudge strategy (ibid).
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In the retail industry, there is also a so-called “two-eighth effect” – that is, 20% of goods, which bears 80% of sales (Gilligan & Hird, 2013). Discount supermarkets generally choose the best-selling products, and the best-selling specifications in the products. According to one study data, the average discount supermarkets are maintained at 600-1000 stock-keeping units (SKUs), while the hypermarkets in Europe can have up to 50,000 SKUs (ibid). By reducing the variety of goods, in addition to increasing the sales of a single product, it can also improve logistics efficiency and reduce logistics costs.

The warehousing of goods, as well as the streamlining of the types, a direct result is reduced business area. European discount supermarkets are medium in size, with Lidl and Aldi single store areas generally 800 square (Rachman, 1970). Shopping does not feel cramped, but it is far from the size of supermarkets such as Wal-Mart (ibid).

Another measure to reduce labor costs is to reduce the variety of services. Discount supermarkets generally do not have windows that require specialized service personnel. For example, the meat shops, bakeries and cooked food windows that are common in large supermarkets are hard to find in discount supermarkets (Gilligan & Hird, 2013). These goods are sold in the form of specifications, such as bread in a (stück) unit, meat packed in specifications and refrigerated, and cooked foods in semi-finished form.

Another way to reduce costs is to reduce labor costs. The main measure is to reduce the number of employees (Hutchinson, 1971). The number of employees in the discount supermarket is set by the average passenger flow, and is generally multi-tasking, such as cash register, tally, and cleaning. In addition, the discount supermarket checkout window is generally small, three to four are common situations, and the number of open windows is dynamically adjusted according to the number of checkout customers, and employees switch between various work tasks according to the scene (Adebayo etc al, 2018).

In addition, there is a common detail in the discount supermarket (Adebayo etc al, 2014). The supermarket shopping cart is also a self-service form, and is not equipped with special personnel. The coin is usually used as a deposit to return the coin after returning the cart (Hutchinson, 1971).

[bookmark: _Toc25521574]Customer satisfaction

From the aspect of the concept of customer satisfaction, it can be roughly divided into two kinds of satisfaction, cognitive and emotional (ibid). Cognitive satisfaction Approved customer satisfaction is a comparison of attitudes before and after a customer accepts a product or service. It is a cognitive state (Adebayo etc al, 2014). Emotional satisfaction is more subjective. It is considered that customer satisfaction is the process of the customer receiving the product or service. A temporary reaction that does not contain comparative ingredients (Shaikh etc al, 2018). Distinguishing from this aspect is the embodiment of the theory of expectation inconsistency. Usually, people's understanding of things goes through a process from cognition to emotion. If the customer's experience is greater than the customer's expectation, it is satisfactory (ibid).

From the perspective of the length of time formed by the concept of customer satisfaction, it can be roughly divided into two aspects: specific transaction and cumulative transaction (Gilligan & Hird, 2013). 'Specific transaction perspective refers to the satisfaction or dissatisfaction that the customer immediately expresses when he or she feels the product or service. It may be affected by time, place, environment, etc. It is a short-term judgment on a certain exchange (ibid). Cumulative trading opinion that customer satisfaction with products or services is a long-term cumulative view. Satisfied or dissatisfied attitudes can be strengthened or weakened or changed over time. A certain feeling does not play a decisive role. It is a period of time in overall evaluation.

[bookmark: _Toc25521575]Conclusion
The reason that Lidl as the famous discounter in Europe countries is its competitive strategies and customer service. Therefore, increasing the strategies of Lidl in porter’s genetic strategy is a significant part in Lidl. Otherwise, the modern company needs the innovation in management more. 
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