1.0 executive summary
This report uses Porter’s generic strategies to analyse what strategy is suitable for Lidl and illustrates the advantages and disadvantages of this strategy in Lidl, then gives some recommendations. 
Lidl is an international food wholesale company. The company was created in Germany and it was set up in 1930. The first store was opened in 1973 and Lidl opened the first other country store in France in 1989 and began to expand market in Europe. Since 2017, Lidl began to expand their market to outside Europe countries. They set up first outside Europe store in America in 2017. At present, the company opened 10500 stores in 30 countries. Lidl’s goal is to offer quality and freshness at the lowest possible price. They are top 5 largest retailer all round world. Lidl’s substance is decrease cost and find better method to decrease their cost to lower condition. So they have various methods to drop their cost. They decrease their delivery cost, number of employee’s and material cost. In this situation, they can set lower price, then they use lower price to get market share. 
[bookmark: _GoBack]Because Lidl pay attention to decrease cost and reduces the costs on layout, labour, transportation, that can prove it belongs to cost leadership. Through this strategy, Lidl can better sustainable development have better profit, less competitors. But Lidl also loss the creative, loyalty customer, enough advertisement and discount to attract customer by cost leadership. 
In the future, Lidl can try to make plans to increase customer loyalty and create own products to get more profit.

2.0 Introduction 
This report will analyse what type of strategy is used by Lidl in Porter's generic strategies. At the very beginning, the report will provide the background information of Lidl and definition of Porter's generic strategies, cost leadership, business level strategy and competitive advantage. In main body, the report provides several examples to prove Lidl uses cost leadership. At the end, the recommendation also will be provided. That include useful method to deal with Lidl’s problems. 
2.1 report remit
This report uses some evidences to support that Lidl belongs to cost leadership in Porter’s generic strategies. Follow of that, the report analyses competitive advantages and limitations of cost leadership in Lidl. Finally, there are some recommendations of Lidl’s limitations in this report.
2.2 background of Lidl
[bookmark: OLE_LINK9][bookmark: OLE_LINK4]Lidl &Schwarz is a food wholesale company in Germany which set up in 1930 and the first store opened in 1973. The goal of Lidl is to offer quality and freshness at the lowest possible price. In order to ensure quality of products, the company work closely with their suppliers. Shopping at Lidl is simple because of the standardized store system. 
Lidl opened the first other country store in France in 1989 and began to expand market in Europe. At present, the company opened 10500 stores in 30 countries. Lidl provides various type of product. That include, vegetable, meat, fruit, bread, daily necessities and other life necessary product. The main direction of development is discount market. Lidl extended market in UK in 1994. Among it, there are 760 chain stores were opened and 22500 employees worked in UK. The company occupies 6% market share. Lidl has four missions. Firstly, keeping customer satisfaction when they shopping and after shopping. Secondly, leading quality and value in the market by employees, innovating, technology and efficient system. Thirdly, building sustainable relationships with other business and contributing for local government. Forth, maintaining long-term success by recruiting and training to develop employees. In recent, Lidl continues to expand market outside Europe. The company opened the first store in America in 2017. 
https://corporate.lidl.co.uk/
https://corporate.lidl.ie/about-us/history
2.3 Definitions of major concepts
2.3.1 Cost leadership in Porter's generic strategies
[bookmark: OLE_LINK7][bookmark: OLE_LINK3][bookmark: OLE_LINK1]This report will use Porter's generic strategies to give all information about Lidl. Porter's generic strategies are methods of increasing company’s competitive advantage. In other words, the company can develop advantages to increase the sale from competitors. Porter’s generic strategies were divided into three strategies, include cost leadership, differentiation and focus. The focus strategy was divided into cost focus and differentiation focus. The strategic in Lidl is cost leadership. Cost leadership pays attention to resource organization. It means that company can use managing all latent resources which relate to their product method to produce goods and services at the lowest cost. Then, the manager can put their company in a position where is the lowest price of goods and service in the market by achieving the lowest cost. This strategy is suitable to large scope company which products are suitable to general people.  
https://www.mindtools.com/pages/article/newSTR_82.htm 
2.3.2 Competitive advantage
[bookmark: OLE_LINK8]Competitive advantage means that the company has resources and functions which are rare and valuable in the market. The company also can get revenue in the condition of meeting customer’s basic and extra demand.
https://www.emerald.com/insight/content/doi/10.1108/00251741311326572/full/html
The competitive advantages of cost leadership are efficient and low cost procurement, investing technology to improve processes efficiently, recruiting and training the employees, reliable infrastructure, low cost operations and benefits. 
https://www-oxfordreference-com.ezproxy.uwtsd.ac.uk/view/10.1093/acref/9
2.3.3 Business level strategy                                                 
[bookmark: OLE_LINK2]Lidl uses business level strategy to increase competitive advantage. Business level strategy means that increases the competitive advantage by exploiting main value in a single product and market. The characteristics of business level strategies are single industry, individual market and concerning with positioning and competing. Lidl only do supermarket industry. That is the main reason why Lidl belongs to business levle strategy.
https://www.albany.edu/faculty/es8949/bmgt481/lecture4.html
Lidl extending market in UK belong to market developing. Market developing means that a company sale product existing in a new geography area with new distribution channels, new market segments and new packing for products. This method is suitable to offer single product. 
https://marketbusinessnews.com/financial-glossary/market-development/
3.0 main body
this part will explain the reasons why Lidl belongs to cost leadership and give the examples how Lidl implement this strategy. Then, this report will include the impact of Lidl to use this strategy and the advantage and dis advantage of cost leadership.
3.1 implementation of cost leadership
In Porter's generic strategies, Lidl is belong to cost leadership. Cost leadership has two methods to increase company’s competitive advantage, respectively reducing costs to increase profit and reducing sales to increase market share. Lidl has strong business structure helps them to sell their products at an incredibly cheap price. 
3.1.1 Layout and warehouse 
Firstly, most of Lidl stores are place products in a crowed and orderly space. Especially vegetables and fruits, some of them are placed in carton, it is very different with Tesco. This method can help Lidl to have more competitive advantage. Because of the small space, Lidl can reduce many costs to increase revenue. At the same time, customer also can find products more quick and convenient, than they maybe feel satisfaction and are willing to shop here next time. Lidl uses many warehouse to reduce journey of transportation. In UK, Lidl has 13 warehouse. It can decrease the cost of transportation and more quickly to deliver goods to keep foods fresh. Lidl also can use these ways to have a competitive price and receive greater margins and more customer than other companies.
https://www.realestate.lidl/de/filialkonzepte/innenstadtfiliale/
3.1.2 Serious recruitment 
Second, the employees in Lidl have high salary because of high workload. The amount of products scanned is often used as a performance standard. They also have some high training standards, it can help them be more efficient and master more processes. In this way, Lidl can decrease the number of employees to decrease the cost of labour. Lidl can get many benefits through it. But for employees, the workload is too high. The wage in Lidl is higher than other brand supermarkets. In UK, begin at 1st March 2019, the entry level wages ascended from 8.75 to 9.00 per hour where the supermarkets are outside of London. In London, the entry level wages ascended from 10.20 to 10.55 per hour. In order to keep fair of all employees in Lidl, the all levels wage had increase. But Lidl s complainment is tremendous amount which come from their employees. They get the high wage but their stress of working also in high level. Because Lidl wants their every employee know how to do all occupations. Therefore, employees need to get train about all vocation and operate them in real work. One employee in Lidl can do cashier, deliver, driver and all type of employees. Majority of employees think that is hard to receive and they always complain about their working hours. They can not feel happy and value when they work and do not have a high efficiency, it is bad to company. For customer, they can not experience good service in Lidl because employees do not pay enough attention to customer, it has negative effect on customer satisfaction.
https://www.thesun.co.uk/money/3805045/whats-it-like-to-work-at-lidl/
https://careers.lidl.co.uk/cps/rde/career_lidl_uk/hs.xsl/index.htm?_ga=2.72358995.1130360693.1573593645-427882768.1571692146
3.1.3 Low price 
Third, Lidl is a store famous for discount and low price. The goal of Lidl is to offer quality and freshness products at the lowest possible price. So the price in Lidl is lower than its competitors which offer similar goods to customers, such as Tesco. It can help Lidl to extent the market share and attract customer from other competitors. The customer who like low price and discount, it can take opportunity to Lidl. But it also has risk, because if other company has lower price than Lidl, Lidl will lose this competitive advantage. Sometimes, customer query the quality of products because of low price. It will impact sales volume in Lidl.
[bookmark: OLE_LINK6]https://www.ukessays.com/services/example-essays/business/analysis-of-lidls-marketing-strategy.php 

3.2 Advantage and disadvantage of cost leadership
https://futureofworking.com/14-advantages-and-disadvantages-of-cost-leadership-styles/
3.2.1 Advantage of cost leadership in Lidl
3.2.1.1 better profit
Cost leadership can provides many advantages to Lidl. First, cost leadership can better profits to company. Lidl uses it to focus on low cost operations, such as reducing develop and production costs and have higher profit than other stores. At the same time, Lidl also has more customer by the competitive sales. Because Lidl provides a stronger value proposition to customer, many customer are considered for purchase in Lidl first. So Lidl also can improve market share over time as well.
3.2.1.2 sustainability better
Second, cost leadership improves the sustainability. If company has low costs, it also has a probability of bankruptcy because of the fewer financial threats. It will be a tremendous advantage when company in a bad economic environment or trade war happening. So Lidl sustainability better with cost leadership. People also has less salary even loss their jobs in bad economic environment, they will choose lowest goods firstly. In that condition, Lidl also can get more profits than other supermarket. 
https://www.theguardian.com/business/2015/nov/17/soaring-sales-at-aldi-and-lidl-drive-market-share-to-10-percent 
3.2.1.3 less competitors
Third, Lidl has less competition by it. The company give a future advantage to themselves which implement cost leadership successfully, because they can offer a better value position to customer. New competitors is limited in the market because they are hard to survive unless they have a same value position with the company.
3.2.2 Disadvantage of cost leadership in Lidl
3.2.2.1 Lack of innovation 
Cost leadership also make Lidl has disadvantages. Firstly, cost leadership decrease product creative. Because research and developing is an extra cost with the cost leadership. For Lidl, it also a demerit, it do not has any own products. But many store also sale own brand products, such as Tesco, it sales milk, sauce and ice cream of own brand with lower price than other brand. So many customer choose to buy the cheaper one. In the condition, Lidl has less profits and opportunity than other stores in a market.
3.2.2.2 Do not know what is customer’s need
[bookmark: OLE_LINK5]Secondly, cost leadership reduces the importance of customer services and market research. When manager pay more attention on costs and sales price, they assume the goods or services which they offer are needed by the local market. They are easy to ignore market shifts and they do not spend time and cost on market research. But customer are changing in preference of goods over time. Company are impacted by environment changes easily, because they have slower operation and reaction times. At present, Lidl does not have plan of loyalty customer in the UK, because they believe enough their pricing. If customer change much preference, Lidl will changes goods slower than other store which has market research. Customer in Lidl also can not feel enough attention, because employees are rushed to work. 
3.2.2.3 No publicity 
Third, cost leadership encourages company to offer low quality goods to customer. Cutting costs is not easy, it maybe need low quality materials and change the method to advertise. But it will decrease the number of customer. If the cost of labour is large, company also will cut it. For Lidl, consumer worry about the quality is not good enough. Lidl nearly does not spend much cost on advertisements, people just can find clear logo to help customer find Lidl easily nearby Lidl stores. The employees in Lidl also have high workload and salary, because Lidl employ less staffs than other stores in the market.
3.2.2.4 does not have enough discount and lower price
Forth, in cost leadership, if other company has lower sales price than the company, customer will be attracted by other company. Companies which in a market engage with a price war, competitors will reduce the price to attract customer. In UK, Lidl has less market share than other big supermarket, such as Tesco. Sometimes supermarkets has big discount, but Lidl can not give same discount because of low sales price. Aldi is a strong competitor for Lidl. Aldi’s prices in areas where have Lidl are 19% lower than other areas and Aldi became the largest discount supermarket in UK, because it has more market share than Lidl. It is a serious problem for Lidl.

4.0 conclusion
At all, Lidl use cost leadership to develop. Lidl has low costs and sales price in the market. Lidl is in a individual market and provides living goods which are received and needed by customer.
[bookmark: OLE_LINK10]Lidl reduces costs on labour, transportation, advertisement, floor space and producing. Lidl uses many warehouse to reduce journey of transportation and Lidl also has high efficiency employees and crowed place to reduce the number of employees and floor space. 
Lidl can use cost leadership to create the infrequent competitive advantages, but it also take some limitations to Lidl. Lidl has better profit , market share and less competitors by it, Lidl also use it to sustainable development better. But it also reduce the speed of company adapt to environment changing and ability of products creative. Lidl does not have customer loyalty and good quality products.
5.0 recommendation
5.1 customer loyalty
Firstly, Lidl do not have any customer loyalty. At present, Aldi market share is larger than Lidl because of the lower prices. So Lidl can plan to increase customer loyalty. Lidl can do some customer feedback and market research, it can help them to know what customer need clearly and modify their system and update their products. Sometimes, Lidl also can advertise their advantages to attract more customer.
5.2 own brand products
Lidl do not have any creative, but Lidl has more profits by cost leadership. So Lidl can use these capital to to create their own products and setting lower prices than similar products of other brand. It can help them to attract customer to buy it and have more competitive advantage and profit.


