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LIDL — Doing Things Differently in
Grocery Retailing

LIDL is anything but a traditional grocery store — they have uniquely positioned themselves in
the initial markets they have entered as an alternative to traditional grocery. Their tagline is
asking shoppers to “Rethink Grocery” and from initial shopper reactions from the Grand
Opening to three weeks later as shoppers are settling into the LIDL experience, they are clearly
disrupting the traditional grocery shopping experience.

For this Growth Advisory Update, we thought we would go back to the LIDL pre-Grand Opening
communication — their first issue of the quarterly LIDL. Magazine — Issue 1 — June 15 — August
31. We wanted to take each of our readers through the comprehensiveness of their shopper
communications strategy. Without question, the summarized following pages are going to paint
a picture of a different grocery shopping experience.

Brendan Proctor, the LIDL US CEO, starts off the first issue of the LIDL magazine by recognizing
the efforts of the hundreds of LIDL US employees who have made the launch of their US business
a resounding success from a timing and market positioning perspective. Additionally, he clearly
articulates the LIDL value creation story, in very simple terms telling every reader why LIDL is
different — no hype — just simple facts to create in the shopper mind why to come and shop at
LIDL.

“We do things differently at LIDL. Shoppers are going to experience less
complexity, lower prices, better choices, and can shop with better confidence —
this is grocery rethought.”
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e @ “This guide is one

of the best I have
@ ever seen. I have
— never seen this
)

|

Jrom a traditional
~  grocery retailer.

It told us the story
@ of both what LIDL
5o had to offer as well
Q as what to expect
when we went to
the store.

Q We were not

disappointed and
shared this with a
- _ | number of our

Lidl isn't your typical grocery store. (It's better.) But understanding

ﬁ. > 2»
how it all works is your first step toward a more perfect shopping experience. lends °

Here's a breakdown of essential tips for shopping at our stores, all in one -A Day One LIDI. Shopper
easy guide. Let’s get started.

)

(@

In their launch, LIDL made a significant effort to inform the consumer/shopper about LIDL,
helping them understand what to expect in the store, providing a simplified the in-store shopping
experience through a well defined store layout, articulating clearly the LIDL product promise,
and helping shoppers understand how to purchase products with increased confidence. All of
these communication efforts were tightly integrated providing to the shopper a “seamless”
understanding of LIDL, including the confidence of coming to try LIDL as a grocery alternative.
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fresht

In select spots throughout the store,
you'll find our Fresh 5 speciols—a
selection of deeply discounted items
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SIMPLE, SIMPLE, SIMPLE. Six aisles, well understood aisle offerings, a focus on the emotional
purchases — FRESH, SPECIALS, and BAKERY and FLOWERS, expert advice as demonstrated in
wines, a return to shopping excitement through the “Surprise Aisles”, and theme week
innovation. The LIDL message — we have the basics for the entire shopping experience plus
more.
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The Grand
Tour

A map of our stores
can't-miss features

Ever notice that when you
visit a grocery store that'’s

not your usual go-to, your
shopping takes double the
time? You find yourseif
schlepping your shopping
cart up and down the aisles
trying to find the ketchup.
Talk about frustrating! We get
you. That's why all Lidl stores
feature the exact same layout,
which means you can easily
track down that ketchup, no
matter where you're shopping.
And. of course—every single
store features the same high-
quality, low-price selection
you expect from Lidl.

8 guide

Your Guide to Our Promotions

At Lid], our week starts on Thursday. That's when you'll find a new set of special
products and discounts, handpicked by Lidl's Buyers. Here's a sampling of the treats

and finds that might wind up in your cart.

Lidl .
surprises

Every Thursday and Monday, we offer a selection
of lifestyle products. You might see special baby
products ono week—possibly onesies, diaper
bogs, and pocifiers—and the next week, we'll have
home improvement ilems lie power washers and
electric hand drills. Or we may have kitchen goods
(maybe a blender or some great cooking pots)

on Thursdoy and then sporting goods (from yoga
mats to running shoes) on Monday. The most
important thing: These picks are only in store for

a short time. Don’t miss out!

fashion week

kitchen weok kids' week

Mako aver your meal prep with Our childrenis toys are carefully chosen  Our Lidl surpeises arent just for your
modern appli brilliant hues and age imaginative play. Surprise "

specialty items like mini deep fryers, your lttle ones with a toy workbench,  and accessories to spruce up your

crepe makers. and juicers Geteooking!  learning puzzies or wooden train tracks  wandrobe, from meris Jeather dress

and play trains.

shoes t0 trendy women’s vests.

fresh®

Evory day, we offer a seloction of at least throe fresh fruits and vegetables and
two meats ot extromely low prices. We switch up the items halfwoy through the woek,
30 there’s always something new 10 discover when you visit.

N B N N T

items on sale
5 thursday through
sunday

0000

flavors from

around the world

Our theme woeks leature got'omwhile-thoy-last
imported foods, all picked 10 spotiight @ specific
country. Look for similar themes in your store
starting each Thursday!

o n

italian week greek week french week

Tnsige in brusches,  Find Medteranson  Dos) mas out on
pecatie

gt poston, ond o Porision picks wch

Tscon aimond grsole hofoum 08 fronch mocaron

icot. Dekzoso eose, oupent; bokng ma, say
Olio 0, 0 sovory  o8CONgEL, Ond foky
reero poures. Bon appnt

items on sale
monday through
wednesday

SPECIALS

price reductions

Each week, we handpick o selection of
items to offer our shoppers at even greater
savings than our already superlow prices.
It could be wine, choese, or chips—of it
might be household necessities perfect

for stockpiling, like paper towels ond
detergent. This deal starts on Thursdays,
and only lasts for one week. So move fost!

THE GRAND TOUR - LIDL made a significant effort to help shoppers understand the
promotional offers that LIDL brings to the market on an ongoing basis.

+ It all starts with Fresh, where LIDL features five specific fresh items in two

specific week parts (Thursday — Sunday and Monday-Wednesday).

» LIDL features (with a very high degree of cuisine authority) flavors from around
the world. When they feature a world cuisine, they own that cuisine for the week.
And they keep introducing the local market to “ongoing flavor innovation”.

* Their “Surprise” section of the store is all about helping shoppers splurge a little
with innovative lifestyle purchases using selective LIDL private brands and
general merchandise.

+ Specials — weekly hand-selected specials to further provide value to the shopper
on an ongoing basis.
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Lidl Logos to Look For = . el
— i : it! CONSUMER s

s <t wandorde
Three things we want you to know SYNTHETIC COLOR = TE STE D

about some of our products.

The Lidl Way

ow we save you time (and money).

we call it... what it means: for you:

curated
assortment

great price

line

doing the things you enjoy
management

in-case

produce

cross-trained
employees

standard
store layout

data-driven
tasks

LIDL Logos to Look For — “How we save you time (and money)” — a spectacular way to
communicate the importance of LIDL private label, for both the shopper as well as LIDL.

* Curated assortment — simplifying the choice debate — and realizing a great price
¢ Checkout line management — more time to spend on the things you want to do

* In-case produce — less handling, better quality, all at a lower price

* Cross-trained employees — people who can really answer your questions

+ Standard store layout — no wasted “hunting time” — always in the same place

« Data-driven tasks — scheduling store tasks when you are not there

Proprietary and Confidential to The Dialogic 5
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The Shopplng Bag' 411 Three Great Reasons to Bring Your Own Bag
How to pack your shopping bags like a pro. pro tips
Fruit, cereal, eggs. milk—you've got your essentials, your To provent any the savings protect shop with
AR occidontal ¢1o8s are in the bag your world confidence
extras, and then some. At Lidl, it's up to you to get those
contamination
goodies from your cart into your bags, and here are a few ploce cleaning There's no such thing as a free bag According to the Environmental Who has time to worry about an eplc
: s " . o "free” r a X i ct !
simple tips to make loading those shopping bags easy and products, moat. We don't add the cost of "free” bags Protection Agency. consumers in plastic bag fail? The extra structural
3 : : s and fresh produce into our products, so BYO or buy one the United States use more than 300 Integrity of Lidls reusable shopping
efficient (without any broken eggs). Here's a hint: in seporote bags. here and use it forever billion plastic bags a year. Thosebags |  bags decreases the chances that
You have to think from the bottom up. o e require 12 million barvels of oll to an entire jar of marinara sauce
by plocig bowed create yearly. Gaing reusable reduces will come crashing down on your
goods, such as your carbon footpring and saves spotless kitchen foor.
coreal or crockers, precious resources. Win-win

olong the outside

top of the bog

Don't crock the eggy! For faster bagging
Pioce kghor-woight ot chockow, group
ifoms ot the top of itoms a8 you

your bag in oeder 1o ploce them on the

provent renay yolts,
squahed brood,

checkout counter.

smashed pototo Wipe down
SHPR, O Ot rousable bogs
f00d makunchions

reguiarly to keep

everything T
middle squeaty clean ) About Our Mobile App
Mg 120 bowed —
peoducts and
f':,::’::’,'w‘ Check out Lidl's app, your new shopping buddy,
porect ting for for tons of helpful features.
your shopping
e Lt # Colloborative shopping lists ® Special access to our

thot automatically sync with new recipes—tailored 1o

bottom your fomily and friends your preferonces
1t storts with o solid ® Shopping lists that can be = And more
foundotion. Conned viewed os a list or by photo
So0ds and heavier
e o Chck produc voschay == =22
bote layer for getting

your groceries home = Eosy occess to weekly offors

without hiceups.

“Rethinking how to pack a shopping bag” — The simplicity of both reminding experienced
shoppers how to optimize packing their shopplng bags, as well as educating new shoppers on
“best practices” in shopping bag packing, is part of the LIDL simplified shopping experience.

Their tag line — “Bag Like a Pro”.

And the LIDL mobile application — LIDL positions this application as your new shopping
buddy with features such as collaborative family and friends shopping, personalized shopping
lists which can be viewed as a list or photo reminders, reliable product availability in store, and
seamless access to weekly offers.

Education is at the core of the LIDL experience helping shoppers make more informed, highly
simplified, and cost effective decisions.
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Group, LLC., ©2017



The Dialogic Group, LLC.

Growth Advisory Update — The Guide to Shopping at LIDL

LIDL — Doing Things Differently in
Grocery Retailing

19
Our Regional Farmers
Lidl's growers supply our stores with © shenondooh
. ; Growars
produce ranging from cabbage to Pkt
cucumbers. Here's where we get some Kitchon Horbs
of our fresh picks. © FrosH20 Growers

Buttor Lottuco,

Mixod Leof Lottuco

© Red Sun Forms
toes

on the Vine

© Chorles Groy & Sons
Cabbage
© Perez Brothers
Beft Peppers,
Tomatoes, Eggplont
© Hispanic Women
Growers
Poppers, Tomatoos
© Boochwood
Squash, Hot Poppers.

Tomatoes

© ous
Bell Poppors,
Cucumbers, Squash
Eggpiont

© American Blueberries
‘,,'1 Bluebertios

/ © Avlontic Fresh Trading
7 Brocco

¢
4

4
V4
" 4

Proeote a greener environmen!

4vine tomatoes

Prcied hom greanhauie voet of e
"Brecker 10" Of Mok euoct MOmet when
1o it frst horns fromm grees 10 8 o

Golor, Onco cu, lomatoes

< cocktail tomatoes 4 cherry tomatoes

on the vine Not 15 be Contesed wih grape or cockiol
tomotoos. chorry fomatces are ho wre oad

Sred somewtare Dotweon 0 (herty MoK
Whepe ol -tsprael-chernes They re gioat for

Ond 0 Bomo Kmom, COaT MBS 0w
Partect Sor 1acking o Soseng n 10lads Ond ecng row and moke o kaxty oddson 10 0
poston They ore expecally jecy 0nd sweel s5i0d dresung or mornode

O Peot rpeness 0nd fowr when ey K0ch
you. Thay're perfect 10 sice for O sondwich.

“Go Local” — The promise of farm-to-store freshness is at the very core of the LIDL fresh
promise. Inside the store, LIDL communicates its ongoing commitment to local sourcing of
sustainable products.

In the store they highlight where many of their fresh products are sourced from, confirming to
the shopper that they are providing the freshest produce, grown in sustainable conditions, at the
lowest prices, through local farmers and growers.

Again, simple messaging on the LIDL fresh value proposition to the shopper.
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“Redefining the Meat Experience” - a LIDL strategy to
differentiate in one of the most emerging competitive departments
of grocery retailing.

J J =

o [EEN——— } ere’s a recipe for creating
a grocesy meat department from scratche Start at the
beginning, Rescarch. Learn each and every detadl Look again.
Improwve. Commit. Ropeat. Repeat. Repeoat.

Az Jeast, that's how Lidl approached it. "For us the process
started with Jooking at the market.” says Sensor Purchasing
Manager Matthew Flynn who has spent more than two
years developing Liil's meat depantment offerings. “1 think
we realized very quickly that in the meat world, its a very
consolidated supply market. meaning that you dont have a
ot of processors. it's the suppliers dictating to the retailerss
what product. at what quality and at what price. For our
mindset, it was always about disrupting that market”

So thats exactly what happened Rather than settling
for working only with the Largest and moast prolific
processors—who typically offer a set menu of products in
order to increase their production volume—Lidls team went
searching for the right pantners who would help them start
fresh. "Our bigpest challenge was finding suppliers that see
the vision from the beginning And in every single category.
we found them,” says Sensor Purchasing Manager Bradley
Schmitt. "These suppliers range from the largest in the world
o private. family-owned companies. And they've all boughs
Into our vision. It all comes down to consistent quality
consastent value, and dependability”™

To find thas level of consistency Schmitt and Flynn
worked closely with the suppliers to hammer out every detail
both large and small They flew to Germany 10 examine
state-of-the-art equipment. They pored over the trays that
the meat would be packaged in. They talked about the labed
designs. They learned about cattle beeeds types of feed,
and dietary standards They considered how the product
would be shipped 10 the stores, and how the process could
be modified 1o be more efficient. And only once all of that
was decermined, they figured out what cuts would be soid
in stores.

True to Lidls mission, Schmitt and Flynn wanted cach
and every cut to offer something of added value to the
shopper. and they knew they had o adapt their approach

o get it They had to think jess like a troditional grocer and
more ke an artisanal butcher. “We're taking behind-the
counter, butcher-shop quality and putting it In a meat case.
at a price that's incredibly low”™ says Flynn

Lidl wanted to take a curatorial approach 1o the specific
cuts that would be available, while retaining a focus on
exceptional gquality. To do this, the Lid] team re-examined
how to package certain premium meats o increase value
for shoppers—such as working directly with meat cutters o
turn top sirlcin steak into smaller, more manageable poctions
Lidl collaborated with suppliers to develop new-to-the-US
rechniques for portioning standard offerings. like the pork
shoulder. At Lidl stores. beef s graded as USDA Chobtce. a
foderal desgnation that indicates a high degree of marbling
and tenderness, and cour core selection is sourced from
Biack Angus cattie—even the ground beef.

“The Angus breed = known for its consistency and meat
quality” says Flynn, "By saying were entirely Black Angus,
We Can guarantes a certain standard of gquality”

“For our mindset, it was
always about disrupting
that market”

While a top-quality finished product is a prionity. the
source of the meat also manters. Part of that inciudes a
transparent supply chain. All of Ldl's meat suppliers submit
information about their bvestock including detalls on how
the animalks weore handied and assurance that all medicines
and vaccines were administered and approved by on-site
veterinasians Lidis current beef supplier for US stores
exclusively sources cattle from regional. US-based ranchers
with whom he has a persomal relationship. Rather than the
crowded, isolating crates of many industrial farms, Lidis pigs
live in group housing —a mone appropriate setting for this
social animal

“How the animals are treated ks important not only to
many consumers, but to LidL" says Schmit. “A jot of modern
famidies want transparency. They want 1o know what they
cat. In the past, people didnt reaily care where it carne
from-—they just wanted it on their plate for a good price.
Now they want the quality they wam the price. they want
the transparency. And Lidl is able to give that 10 them™
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“Prolonging Produce in the Refrigerator” — As indicated earlier, LIDL is all about
delivering value for every dollar spent — every day, in every shopping experience.

They clearly achieve that goal in the store — with education, they are helping shoppers learn how
to reduce waste at home by better managing their fresh purchases.

Their messaging is quite clear — no matter what item you purchase in fresh, we will help you keep
it longer in your home, thereby getting better value from your LIDL shopping experience.

Again, simple messaging on the LIDL fresh value proposition to the shopper.
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the label ling

What does it take to eam the stamp of approval
from organizotions that are dedicated 10 healthy,
sustainable, and socially responsible products?

We break it down, label by label

N
“Every step in product quality certification makes a difference” — LIDL
has and continues to use certification as a way to communicate quality at a low price.

Their certification standards are at the core of their mission statement and form
the basis for how they provide transparency around their sustainability initiatives.

LIDL is attempting to clarify and simplify labeling for the shopper.

Proprietary and Confidential to The Dialogic
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VRUIOND VO . have shopped
BOOBQOO@E ;i
— > glrl'pcer Jor almost
g t .
D2 e DO =0O( "
= After fow"l trips to
—_ LIDL in the past
DODOOOOB( i i
will be using LIDL
Jor n;ost of our
® regular grocery
I'et h I n k purchases.
g roce ry."‘ We basically get

the same products
at half the price —
DD+ VOO = OL

they are great
.@ - A‘A

quality —and we
have not been
disappointed to

date”.
-- A focus group LIDL
Shopper

\0

Summarizing the LIDL Experience — Simple to shop, easy to navigate, both within the store
and with their mobile application, extreme clarity around price to value relationships, simplified
choices, local merchandise, solid alignment with the community, and well trained and helpful
associates.

Basically — “GROCERY RETHOUGHT”.

Proprietary and Confidential to The Dialogic
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How do you compare: (Score on a scale 1-5 — 5 is best)

This short exercise helps understand how to play in a retail landscape where LIDL is a new
competitor. We encourage using the assessment to help strategize and prioritize where to invest
in real growth initiatives. LIDL will continue to refine their offer/shopper experience.

Shopping Our Rating | Your Rating I%{a;g;g
Experience Metric of LIDL of LIDL Banner

Telling the story of what the banner
stands for with simplicity

Extreme clarity around price to
value for the shopper

Simplified, easy to navigate store
layout and experience

Clarity around promotions to help
shoppers understand what to expect

Educating shoppers on how to shop
your stores

Local community connection - both
employee and sourcing

Clarity in differentiating the fresh
offer

Clarity in differentiating the meat
offer

Knowledgeable and helpful
associates

G K K O a0 4 & O

Clutter-less stores during peak
shopping times 4
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