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Introduction  

For the successful expansion of the concern, it is equally imperative to have a structured plan 

that further outlines the upcoming plans for expansion and carrying out operating excellence. 

The prevalence of rapid globalisation has drastically influenced global economies, in the form of 

a reduction in tariffs, improved communications and increased capital mobility thereby, helping 

organisations to take an active part in the global financial markets and expand internationally. 

Moreover, the expansion of a concern in a comparatively new economic terrain demands for the 

adoption of international business strategies that cater to the needs, capabilities and 

predetermined goals and objectives of the company.  

The current study deals explicitly with clearly analysing the pertinent trends in Lidl related to the 

global strategic business planning by drawing a comparison between the economies of Norway 

and Mexico. Apart from that, the study also consists of a detailed description of VRIO and 

Porter’s Five Forces to critically analyse the competitive identity of Lidl in the favourable 

market.    

Task 2: Rationale of PESTLE analysis 

Successful market entry is highly depended on the macro-environment factors. Through PESTLE 

analysis, the political, economic, social, technological, legal and environmental factors of both 

the Mexico and Norway are discussed in terms of new market expansion. Based on the analysis , 

it can be said that though Norway’s market structure is quite high, and the investment rate in 

Norway market is also favourable in nature ,but there are some restrictions like threats from 

other supermarkets , the restricted legal structure , the excessive governmental interventions may 

create some roadblocks for the context of Lidl. In Norwegian market, the other supermarket 

chains like Kiwi, Narvesen, 7-Eleven has the maximum amount of market share and they already 

have a large customer-base, who are loyal and engaged with the services. However, the political 

factors of Norway are stable, and governmental rules and regulations are designed to influence 

the modern economy. Besides having a stable economic condition, a free market strategy is also 

a helpful tool. At the same time, there are some risks like those that problems in money 

transferring, currency issues are one of the major obstacles for Lidl to expand their marketing 

activities in Norway. On the other hand, in Mexico the banks and other financial institutions are 

diversified and stable, also has a lot of potential for Lidl in terms of their investment policies. 
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Mexican government always promotes healthy investment policies for the new business to boost 

up the country’s economy.  

 

In Norway, the social welfare activities are prioritized, the government also intervenes to 

eliminate the unemployment rate from the country. However, higher employment rate and social 

up gradation may provide some strength for the new expansion of a business. At the same time, 

it can be said that the Norwegian government does not give a lot of importance in workforce up 

gradation. Compared to Norway, in Mexican cities the rate of skilled workforce is very high. The 

skilled workforce may add some value for the management of Lidl in terms of their operating 

area and decision-making process. Another great advantage for Lidl for market expansion in 

Mexico is lower costs. Through IMMEX program, many Mexican organizations save their 

administrative costs, which may be beneficial for new organizations like Lidl. 

 

In terms of technological advancement the Mexicans are highly knowledgeable than the Norway. 

The Mexicans has a vast knowledge techno science, as the education and technology are 

widespread across the country, it will automatically help Lidl to experiments with their products 

and services. On the other hand, Norway has a limited scope for technology up gradation and 

advancements. Most of the organizations in Norway took advice from other countries when it 

comes to technological implications (Liu and Alexander, 2017).     

 

The legal implications in Norway have various structures like sole trader, partnership, 

Norwegian branch of company and so on. For starting up a new business in Norwegian market, it 

might be difficult for the Lidl because the legal implications of Norway are very much restricted. 

The tax payable system and the business registration process are very rigid along with that the 

Norwegian government has separate rules and regulations for private and public limited 

companies (Cascetta, and Coppola, 2017). On the other hand, For Lidl to access in Mexican 

market might be easy, the only assistance that Lidl need for the entry is seeking assistance from 

an in-county attorney. Lidl can make a collaborative approach with United States attorneys to 

ease the movement of goods and services across the market.  
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The final component of the PESTLE analysis is environmental factors. The Norwegian 

Government are very strict in terms of maintaining the environmental standards. The Norwegian 

government has implemented many policies to mitigate the environmental issues. The 

Norwegian pollution control and Norwegian product control act are the two major policies that 

are implemented by Norwegian government. The organizations also have to maintain the policies 

while performing the operational activities. A legislative proposition has been formed to increase 

the penalties for violations of the nature. Ordinary penalties are related to product control act and 

pollution control act that has a time span from three months to one year. On the other hand, the 

Mexican government sets the environmental parameter to reduce the waste and creates 

environmental license for the organization to evaluate the nature related risk, impact of 

environmental factors. In this particular aspect, both the countries have some different set of 

regulations that protects both the country individually. As maintaining the environmental factors 

has become the global approach. In the context of Lidl, to create a sustainable position in the 

market and to carry out successful operating activities, the organization has to maintain the 

environmental standards (De Villa et al. 2015). 

 

Through the above discussion, it can be concluded that Mexico will be more favourable for the 

management of Lidl to expand their business. Expanding the business or marketing activities is a 

risky affair for any organization. Compare to both the macro-environmental factors of Norway 

and Mexico , the management may consider the Mexican market for several reasons like 

governmental support for new business, skilled Mexican air force and technological up 

gradations. These factors may work in favour for the Lidl to sustain in the market for the longer 

period.  
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Task 3: Porter’s Five Forces  

Porter's Five Forces Framework is a competent tool that is concerned about analysing the 

competitive intensity of the business concern. The favourable conditions in the Mexican 

economy have none the less carved new ways for the successful expansion of the business. The 

Mexican food retail industry comprises of distribution and sale of goods products and 

commodities to third parties. Moreover, 1,930 retail stores dominate the retail market in Mexico, 

which explicitly deals with the sale of food and beverages. The rapid urbanisation and population 

growth in the country have further lead to the growth of the retail market in the country. Apart 

from that, the increasing purchasing power in terms of rising incomes, especially in the middle 

class also contributed to the growth of the retail market in Mexico (Morais 2016). The retail 

market in Mexico has undergone rapid changes by facilitating the entry of foreign players in the 

Mexican retail terrain. However, the entry of these foreign players has further brought in a 

myriad a new concept that includes price clubs, discount stores and hypermarket chains. The 

prevalence of these additional features has further increased competition in the Mexican retail 

market. Additionally, the retail sector of the country has registered a healthy growth from 2011-

2016, and it majorly dominated by the growth in domestic consumption. Moreover, the online 

channels are vividly recognised as one of the effective modes in targeting massive customer 

bases within the stipulated time; thus, outperforming all other modes of expansion (Anh Tran 

2016). On the other hand, Wal-Mart de Mexico dominates the retail food market in Mexico with 

a 22 per cent value share in 2016. The clear differentiation amidst the target customers and an 

effective supply chain management are two of the crucial factors that help the concerns in 

attaining a competitive edge over other rivals in the Mexican food retail market. The various 

factors that specify the attractiveness of the Mexican food retail market are discussed below: 

            

i) Threat of new entrants: Moderate  

With the prolonged increase in the overall CAGR of 12.5 per cent over two fiscal years, there is 

constant participation of the foreign concerns in the Mexican retail market. The rapid 

urbanisation and the massive increase in the population have further carved the way for the entry 

of new entrant in the Mexican retail sector. Over the years, Wal-Mart was the significant market 

entrant in the Mexican retail market, due to the capital effectiveness of the concern it managed to 

draw more revenue from the sales of goods to consumers and third parties directly. Moreover, 
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the threat of new entrants in the Mexican retail market is moderate, as setting up a retail business 

in Mexico requires immense capital investment (O’Dowd 2015). Apart from that, the existing 

comprise in the market has already captured the distribution networks, thereby creating further 

barriers in the entry of new firms in the industry. The prevalent credit crunch in the Mexican 

economy has further limited the flow of credit in the market, thus, resulting in additional 

difficulties in the arrangements of finance. The restricted the flow of credit in the economy has 

further curbed the growth of Mexican food retail industry (Franco 2017).              

ii) Threat of Substitutes: High  

As there is excessive competition in the Mexican retail, market, the threat of substitutes is 

comparatively high. Apart from that, the added expertise of the concerns in catering to the 

requirements of the customers also adds up to the threat. Moreover, the big chain retail markets 

and the hypermarkets with a massive display of the products help in attracting more customers to 

the stores. On the other hand, a local retailer continues to attract the varied customer’s bases by 

catering to the specific requirements of the customers (Pereira 2017). However, the extensive 

reach of the local retailers to the customers also helps in this process. Furthermore, the frequent 

changes within the small players that further results in the shift of the customer’s preferences 

towards a particular product.        

iii) Bargaining Power of Customers: High  

As the switching costs related to the goods and services offered in the Mexican retail market are 

low, the customers enjoy an upper hand with the presence of excessive competition in the 

industry. Apart from that, the reduced switching costs of the commodities has further lead to less 

brand differentiation, which means that there is greater availability of substitutes. Therefore, 

customers have high barraging power in the Mexican retail market (Morais 2016). Moreover, the 

promotional strategies implemented by various retailers also affect customer purchasing 

decisions.        

iv) Bargaining Power of Suppliers: Low 

The bargaining power of suppliers in the Mexican retail market is comparatively low as there is a 

severe lack of product differentiation in the industry. The customers in the Mexican retail market 

have dynamic purchasing habits that explicitly depend on the shifts in individual taste and 

preferences. Moreover, Joint venture is one of the prime modes of entry of foreign entities in the 

Mexican economy as it provides expertise in dealing in the local market. Price differentiation is 
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one of the most effective strategies used by concerns to capture a fair market share in the 

Mexican retail terrain (Bilińska-Reformat 2016).       

v) Competitive Rivalry: High 

Depending upon the size of the Mexican retail market, there is a cutthroat competition amongst 

the prevalent firms operating in the industry. The brand and price differentiation are two of the 

crucial aspects used by the concerns to gain an initial competitive advantage over other rivals. 

Apart from that, firms also aim in providing better customer services and discounts to lure 

customers segments towards the concern. On the other hand, local retailers mostly cater to the 

requirements of the customers (Abecassis 2018). Aggressive advertising and promotional offers 

are some of the additional discrepancies present in the Mexican food retail industry that further 

adds up to the level of competitive rivalry within the industry.        

Task 4: VRIO Framework  

The VRIO analysis of Lidl focuses explicitly on the internal resources and capabilities of the 

company that further helps in providing a competitive edge and assisting in the successful 

completion of the predetermined goals and objectives of the company. The prior elements of the 

VRIO framework are further discussed below:  

Parameters  Explanation  

Valuable   The incompetent research and development measures 

implemented by the company are affecting the cost structure 

despite providing benefits in the form of innovation and critical 

thinking. Thus, research and development is comparatively a 

excellent turndown of the concern (Slávik and Hanák 2017).  

 The adept distribution channel of the Lidl further helps in 

reaching different masses of customers within a specific time. 

Lidl includes both manufacturing and service operations; thus, 

Lidl believes in the thorough analysis of the operating 

environment     

Rare  Lidl provides products At a discounted rate that is an effective 

strategy in luring myriad consumer bases to the offered products 
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and services 

 The financial stability of the concern and the capability to manage 

with the future contingencies is a market rarity, as there has been 

continuous saturation in the retail sector over the years.     

Imitable  The competent financial structure at Lidl is comparatively costly 

to imitate as the company has acquired these resources by 

prolonged profits. Thus, the new firms entering the market 

segment would require such a hefty amount for further 

accumulation of financial resources (Bilińska-Reformat 2016). 

 The training and development facilities implemented by Lidl to 

provide additional expertise to its employees is slightly imitable 

by the other rivals in the industry     

Organisation   The organised financial structure at Lidl that further helps in the 

strategic investment in the productive areas, thereby, making 

purposeful use of opportunities and dealing with further 

contingencies. Thus, the organised capital structure and the 

effective allocation of resources prove as a source of sustained 

competitive advantage for Lidl. 

 The patents at Lidl is not well organised and therefore fails to 

provide a competitive advantage to the concern. In order to solve 

the issue, Lidl initiates the sale of patented products before the 

expiration of patent to avoid losses  

 Lidl has an excellent distribution network that further ensures that 

the products reach the consumers by channelizing it through its 

retail outlets    

Table 1: VRIO Framework of Lidl 

(Source: Bilińska-Reformat 2016) 

  

From the above table, it is quite evident that the financial resources and the distribution network 

aid the company in attaining a more significant competitive edge over the prevalent rivals. On 

the other hand, patents are prominent sources of unexploited business resources that might add 
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up to the competitive advantage of the company. The cost structure at Lidl is a disadvantage for 

the company as it specifically focuses on a target segment, thereby, ignoring the other sects of an 

economy. The ineffective cost structure has deliberately increased the share of unnecessary 

expenditure in the function of the concern, thus, minimising the share of profits over the years.    

Task 5: Modes of market entry  

The modes of market entry are the participation strategies that are being used by the foreign 

marketers to enter into a new market. The modes of market entry refer to the establishment and 

management of the contracts into a foreign country. There are various channels that can be 

utilized for an international marketer to expand their operating activities into a new market such 

as international distributors and agents, licensing, joint ventures, international sales subsidiary or 

overseas manufacture.  

 

Licensing   

Licensing is the area where organizations claim a royalty or fee for the utilization of its brand, 

technology and expertise.  Franchising is one of the major ways of licensing, it provides 

concepts, branding, expertise that are needed to operate in the global market. Management has 

the tendency to control by the franchiser (Bottomley and Bosman, 2018).  
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International distributors or agents  

Agents are often termed as the early step in international marketing. Agents are those 

organizations or individuals that are contracted to the business and marketing activities on the 

company’s behalf in a specific country. An agent can represent or more companies at the same 

time. Agents are extensively used to enter into the international markets, as they are cost-

effective. 

 

Joint Ventures 

Joint ventures tend to be equity-based, there are many international organizations who sets up 

joint ventures to get the access of the international market. One of the major examples of this 

factor are any business organizations who enters to the Chinese market partners with the Chinese 

company (Hernandez. and Guillén, 2018). 

 

International sales subsidiary  

Other types of market entry that foreign manufacturers took to step into the international market 

are international sales subsidiary. Through this mode, the company invests in machinery, plant, 

labour in the global market. Another term of this investment are foreign direct investments. The 

key benefits of this market entry are business entry becomes localized, the organization also get a 

deeper knowledge on the international market.   

 

In the context of Lidl, the supermarket chain wants to expand their business in Mexican market. 

Due to the economic stability, skilled labour force and technological advancements, the 

management of Lidl thinks that Mexican market would be perfect for them. At the same time, it 

can be said that   to enter into the Mexican market Lidl has to adopt some marketing strategies. 

For business expansion and making a separate identity in the Mexican market, Lidl can 

collaborate with other major supermarket chains, which has a favourable position in the Mexican 

market and a brand for the Mexican people (Mo, 2017). The collaborative approaches may 

provide a brand identity for Lidl and can be recognized by the Mexican people. The joint venture 

approach also has some other benefits like, with the collaboration, the management can get to 

know about the Mexican culture and the choices of the consumers. With the prior idea about the 

Mexican’s choices of products and lifestyle, Lidl may manufacture or provide those goods and 
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services which can be fulfilled by the Mexican people. With the joint venture marketing strategy, 

the management of Lidl may also get to know regarding Mexican marketing structure and 

movements. There are challenges of Mexican market like complicated tax regime and Mexican 

bureaucracy. These challenges can also be mitigated with the joint venture. Another major 

challenge that foreign marketers mostly faces while entering into the Mexican market are 

Mexicans do not respond well to the impersonal means of selling and communication.   With the 

collaborative approach with other Mexican government Lidl may able to understand the 

customer approaches, that may increase their productivity and sales. Labour laws are one of the 

major challenges in Mexican market. Though, Mexico are known for the skilled workforce, at 

the same time the complicated labour laws may create a biggest threat for Lidl supermarket. 

Through the joint venture with other renowned company, Lidl can mitigate the challenges with 

proper guidance. Though, in Mexican Government governments always lending their support to 

the new business in terms of financially and strategically. It may also act as a major beneficiary 

factor for Lidl. The joint venture approach also helps the Lidl in terms of their strategic 

movement and strengthens the brand which may be highly beneficial for Lidl to sustain in the 

new market (Ahi et al. 2017).  

  

Conclusion 

The entire study is based upon on the various market strategies that can be implemented while 

entering into the international market. The universality of globalization has drastically changes 

the total concept of business. The organizations also take active participation in the global 

market to increase their business as well as the customers. The study mainly focuses on the 

porter’s five forces model and VRIO framework. The project also illustrates the various market 

entry and also describes the PESTLE analysis , that determines  macro-environmental factors of 

a Mexico and Norway that are directly linked with the business performance.  
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Appendix 

 

Parameters Particulars Score 

Political Reforms by the Mexican government in the economic and social 

sectors will aid the company in establishing a stable business 

(Abecassis 2018) 

6 

Economic Low inflation rate and creditworthiness of the Mexican economy is 

likely to favour the expansion of Lidl in the Mexican jurisdiction. 

7 

Social The Mexican diaspora consists of additional customer segments that 

help in innovating with the products and services at Lidl 

8 

Technological Improvement in the telecommunication system has affected the 

economic and social thus establishing active communication pattern  

and increasing the prospects of  growth and productivity for Lidl 

(O’Dowd 2015)   

6 

Legal The legal system works on Civil Law tradition, which is complex and 

drastically affects the functioning of a concern in the long-run. 

4 
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Environmental The rapid population growth has further led to massive 

industrialisation, thereby leading to excessive waste production. The 

inadequate  government norms can also lead to extreme exploitation 

of resources without maintaining effective environmental and ethical 

standards favouring the company's growth (Anh Tran 2016)   

 

6 

Table 2: PESTLE of Mexico 

(Source: Morais 2016) 

 

 

 

Parameters 

  

  

Particulars 

Scores 

(Out of 10) 

  

Political ·       The overall structure of Norway is stable, a 

highly developed and modern country with a high 

rate of foreign investment. 

 

  

5 
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Economic ·         The Norwegian Government encourages 

domestic and foreign investments equally. 

  

·         Norway’s economic position is also very 

productive and stable, which is highly beneficial for 

expanding the new business along with existing 

ones. 

  

·         The economic structure of Norway is opulent 

and takes maximum advantages from the free 

market activity and governmental help. 

  

  

4 

Social ·        In Norway, the country’s improvement rates 

were measured by the social welfare system and 

better job opportunities. 

  

 ·         In Norway, the greater equality in social 

welfare and salaries are highly visible. The country 

also took some major steps for unemployment rate 

and regional development. 

  

4 

Technological ·         The technological implications In Norway are 

very less, and though the government guidelines the 

organization in terms of technological up gradation.   

 

2 
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Legal ·         There are mainly four types of corporate 

entities are there in Norway. These are sole-

proprietorship, Norwegian-registered Foreign 

Enterprises, Private limited liability Companies.   

2 

Environmental ·         The Norwegian Government is very particular 

regarding environmental issues. Norway 

government collaborated with the United nations to 

reduce pollution levels , deforestation. 

4 

Table 3: PESTLE of Mexico 

(Source: Liu and Alexander 2017) 
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