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Executive Summary

The issue of strategic management is overly progressive as increasing the value of an organisation. In this report, the main aspects focussed on the strategic plans implemented by Lidl Company in increasing its value in the market. Cost leadership was seen to increase the value of the company in view of the impacts created in the market. A critical evaluation of this strategy determined that the company has been able to use varying levels of price models to increase its value in the market. One major focus was sustainability in which case the company focused on increasing profitability and reducing the costs of production. Being a company that operates on economies of scale, it was clear that its cost leadership plans were very effective in developing a profitable cause that would be earned gradually over an elongated period of time. There were also issues related to cost leadership in which case the main focus was on the external factors that are beyond the control of the company. The last aspect focused on increasing the value of the company by defining the level to which there would be value addition to the future of the company by focusing on the same method of cost leadership. 
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Introduction

Competitive strategy refers to the long term plan that is adopted by an organization in order to acquire a competitive advantage in a particular industry. The increasingly competitive nature of firms in the recent past has made it integral for organizations to develop unique strategies for entering the markets (Lueg, Pedersen, and Clemmensen, 2015, p. 344). As shown by Madsen and Walker (2015), the various types of competitive strategies according to Porters,include cost leadership, differentiation, cost focus, as well as differentiation focus. This essay provides an evaluation of Lidl's competitive strategy and how the firm has applied the same in developing its competitive position. The paper will then provide necessary recommendations in line with identified shortcomings. 

2.0 Competitive Strategy Utilized By Lidl in Developing the Current Competitive Position

Lidl relies on cost leadership as its primary approach for creating a competitive advantage. According to Kaliappen and Abdullah (2016), cost leadership is characterized by the lowest cost of production in the industry, continual focus on the reduction of costs, economies of scale, and that competitive advantage emerge from being operationally efficient. Lidl reflectsthe above-highlighted characteristics given the fact that it operates a global discount supermarket, which enables it to offer its customers goods at the lowest price possible. In particular, the firm relies on economies of scale in order to achieve low pricing for its consumers. Apparently, with over 10,000 stores across the world, the firm can easily acquire goods at competitive prices from suppliers and subsequently extend the same to the customers (Lueg, Pedersen, and Clemmensen, 2015, p. 346). 

The firm is able to achieve this strategy as attributed to its standardization of practice as well as specialization and centralization of operations. Ostensibly the firm offers a limited range of groceries as well as having weekly nonfood offerings that include everything from homeware, sports equipment, electronics, and themed food products.

3. Critical Evaluation of the Competitive Strategy used by Lidl 

Sustainability

As shown by Kaliappen and Abdullah (2016) the cost leadership approach is characterized by many benefits for an organization. In particular, the organization benefits from increased capacity to erect barriers to entry. In essence, the reliance on this particular strategy makes it relatively difficult for other firms to compete with it at the same level, given the fact that they will have to reduce their costs to the lowest possible point (Lueg, Pedersen, and Clemmensen, 2015, p. 344). Conversely, new entrants have to make significant investments in order to compete favourably with the firm. The approach is also characterized by increased sustainability in the case of financial upheavals. As highlighted by Lueg, Pedersen, and Clemmensen (2015, p. 344), financial constraints tend to affect the firms which price their products at a higher cost as compared to those pricing their goods at a low cost. This assertion is based on the fact that the availability of money makes the customers become price sensitive hence their preference for low priced goods. 

Profitability

Ostensibly the low pricing that it offers enables it to attract the largest number of customers consistently. As shown by Breiter and Huchzermeier (2015), the law of demand dictates that price increases tend to result in a decreased quantity of goods which can be consumed whereas a decrease in pricing is bound to result in an increased quantity of goods consumed. In line with this assertion, Lidl has consistently had a competitive advantage over its rivals given the fact that consumers are willing to purchase a large number of its goods. This approach often tends to translate in profitability for the firm. Apparently, Lidl has been in existence for a long time, a clear indication that its approach has been successful in attracting and retaining customers (Lueg, Pedersen, and Clemmensen, 2015, p. 344). 

Market share

Cost leadership has also been associated with increased market share for an organization. As reflected in the case of Lidl, the use of this particular approach has been instrumental in its expansion across Europe and other parts of the world (Semuel, Siagian, and Octavia, 2017, p.1155). This is based on the fact that the firm experiences low resistance in its entry to new markets, as attributed to its low pricing of goods. In addition to that, the reliance on economies of scale makes the firm less susceptible to shocks, which affects other firms, an aspect which contributes to its survival in the market and the subsequent retention of its market share (Kaliappen, and Abdullah, 2016). 
Availability of capital

The ability to sell goods at a lower cost also implies that the firm generates more profits, which can be utilized in its expansion (Grimmer, and Mortimer, 2018). As indicated by Lueg, Pedersen, and Clemmensen (2015, p. 344), in spite of low costs associated with cost leadership, high margins enable the firm to retain a large amount of capital which can be invested in other areas. Ostensibly this has been reflected in the manner in which the company has been able to expand its presence across Europe over the recent past. In essence, the approach has enabled the firm to acquire the much-needed capital for its expansion (Kaliappen, and Abdullah, 2016).

Demerits of cost leadership

The reliance on cost leadership has numerous disadvantages that can affect the effectiveness of the firm. As highlighted by An and Lifen (2016), cost leadership often necessitates the initiation of budget cuts in various areas of the organization. Apparently, the need to ensure that the customers can enjoy low pricing often results in a determination to find ways to save extra funds. In most instances, this can result in the danger of the management reducing funds for critical areas of the organization (Fabijan, Olsson, and Bosch, 2015, p. 140). Notably, the approach often results in the risk of reduced quality of goods or services offered to the customers in exchange for low pricing. In this regard, therefore, customers tend to be suspicious of fairly low priced goods since they develop the perspective that the said goods are not of the right quality. The suspicions, in this case, can have a negative impact on the ability of the firm to make sales (Kaliappen, and Abdullah, 2016). 

The cost leadership approach has also been associated with poor product innovation. In essence, the determination to offer goods at a lower cost often forces the organization towards using the cheapest alternatives in packaging as well as branding of goods (Semuel, Siagian, and Octavia, 2017, p.1152). As shown in the case of Lidl, the firm has had to standardize its goods besides offering a limited range of products. Such approaches significantly limit the likelihood of innovativeness based on the fact that the management will be looking to find ways to avoid extra costs of production. According to Samuel, Siagian, and Octavia 2017, p.1152), this approach is also characterized by minimal expenditure in research and development activities. From the authors' perspective, most of the leaders in such organizations perceive research and development as being extraneous costs that should be avoided (Fabijan, Olsson, and Bosch, 2015, p. 139). However, it is worth noting that the current society has benefited extensively from research and development with those organizations engaging in such practices gaining the much needed competitive advantage. This, as such, implies that the lack of innovation hampers the ability of the firm to address emerging customer needs (Semuel, Siagian, and Octavia, 2017, p.1152).

In addition to that, cost leadership tends to limit the significance of customer feedback to the running of the organization. As highlighted by Lin, Shicong, and Yu (2015), the primary focus on the cost of goods tends to result in lost interest in other issues such as the perspectives and views of the customers. Ostensibly this approach creates the perspective that this is the only way for meeting consumer needs and that other issues may not be as important (Kaliappen, and Abdullah, 2016). In this case, therefore, the management may lose track of the shift and changes in market trends over time. Apparently, customers are always developing new needs and tastes over time, and without proper monitoring, there is a heightened chance that the organization may miss such changes. The reduced investments in research also contribute to this challenge as the firm fails to get a clear picture regarding developments in the industry (Lin, Shicong, and Yu, 2015).

The benefits of cost leadership tend to be temporary, given the fact that other firms also adopt the same strategy. Given the numerous benefits associated with cost leadership, it is therefore often likely that other firms will adopt a similar approach. As reflected in the case of the UK for instance, Lidl is facing increasing competition from Aldi which has adopted a relatively similar approach to marketing (Grimmer and Mortimer, 2018). This, as such, implies that the competitive advantage which has been held by the company is slowly eroding. In addition to that, the emergence of other firms ready to engage in cost leadership implies that the industry will be characterized by price wars, which will further erode profitability (Grimmer, and Mortimer, 2018). As it is currently, cost leadership is often characterized by low-profit margins, which implies that a further decrease in prices will have a negative impact on the firm in the form of reduced profits (Grimmer, and Mortimer, 2018). 

The low cost approach adopted in this case is only applicable to a small range of products. This, as such, implies that the firm is restricted in terms of products it can offer to its customers or that it has to adopt other strategies for other products (Semuel, Siagian, and Octavia, 2017, p.1154). This assertion is based on the fact that cost leadership is often concerned with the production of acceptable products that meets the most basic customer needs. This, as such, implies that the firm cannot engage in the sale of exemplary products as they often priced higher (Fabijan, Olsson, and Bosch, 2015, p. 139). In essence, quality products tend to be expensive. This as such, explains the tendency of Lidl to be involved in the sale of a limited range of products. Ostensibly the firm finds it difficult to acquire a wide range of goods which it can offer at a low cost to its consumers (Krämer, Jung, and Burgartz, 2016, p. 1). 

Recommendations for ways forward for the organization based on the findings

It is evident that Lidl has benefited immensely from the use of a cost leadership strategy. In particular, the firm has been able to ward off competition by offering goods at prices that are attractive to the customers. The pricing approach used in this case has also enabled the firm to acquire the necessary market share for its expansion (Kramer, Jung, and Burgers, 2016, p. 1). This is reflected in the manner in which the firm has been able to expand its presence across Europe and other parts of the world. In light of this success, therefore, it is therefore evident that the firm will benefit from the use of cost leadership in the short term (Fijian, Olsson, and Bosch, 2015, p. 139). Essentially the use of this strategy is likely to allow it a competitive advantage in the industry into the near future. In order to enhance the effectiveness of this strategy, it will be integral for the firm to streamline its supply chain management activities. As indicated by Govindan, Soleimani, and Kannan (2015) supply chain inconsistencies often result in increased production costs and subsequently raising the overall cost of production. In line with the expected increasing competition from other firms keen on relying on cost leadership strategy, it will be imperative that the firm should improve its supply chain processes. Some of the notable steps which can be taken in this case include locating its warehouses and stores next to the customers. This approach will aid in minimizing the costs associated with the transportation of goods (Fabijan, Olsson, and Bosch, 2015, p. 138). 

It is also worth noting that the effective implementation of cost leadership depends on the ability of the firm to understand the needs of the customers and offering them goods at the lowest cost possible. In light of the above highlighted issues, however, it is evident that the approach limits the ability of the firm to understand the needs of the customer due to low investments in other activities such as research and development (Semuel, Siagian, and Octavia, 2017, p.1152). It, therefore, follows that effective implementation of the cost leadership strategy will require improved research from the firm on the needs of the consumers. Technological developments over the recent past have created various ways through which the firm can implement research at a relatively low cost. Relying on such approaches will, therefore, enable the firm to be proactive to the needs of the consumers as well as identifying emerging competition (Fabijan, Olsson, and Bosch, 2015, p. 139).

On the other hand, however, it is evident that that approach is limiting the firm in various ways. Firstly the use of the approach is increasingly becoming ineffective given that more firms are shifting towards cost leadership (Krämer, Jung, and Burgartz, 2016, p. 1). It is, therefore, prudent that the firm can differentiate its products in order to retain its markets. As shown by Semuel, Siagian, and Octavia, (2017) the differentiation strategy is vital towards addressing challenges associated with the cost leadership approach. This assertion is based on the fact that the differentiation strategy allows an organization to create unique products that serve specific customer needs. The implementation of this strategy necessitates the introduction of research and development measures within the organization. As indicated above research and development are integral for the development of unique products which serve the needs of the customers. 

The other approach to implement differentiation is through introducing environmental responsibility measures. As it is currently, environmental concerns have become a major issue especially after the occurrence of global warming and associated effects. As highlighted by Luxfiati, (2019) the realization of the negative effects of environmental destruction has shifted the perspective of the consumers towards green products. In this regard therefore those firms which engage in environmental conservation practices have a better image as compared to those which do not. It therefore follows that adopting this approach will significantly result in the creation of a positive outlook for the organization. In particular the firm should focus on creating product recycling programs which will reduce the impact of its products on the environment. 
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