




2. Introduction 
This report illustrates the main strategy of Lidl. That will provide the background of Lidl. And then, the definition of Porter's generic strategies, cost leadership strategy, business level strategy and competitive advantage all will be revealed. The following content also will provide suitable examples to testify Lidl use cost leadership strategy. that also will give merit and demerit of this strategy in Lidl. At last, that make conclusion and provide some suggestions to transect the weakness of cost leadership in Lidl.

2.1 Report remit
The report is used to prove the super market company Lidl in cost leadership in the Porter’s Genetic Strategies. The report will use a considerable number of instances and theory to prove that. After that, the report also will provide the advantage and disadvantage about this strategy in this company. At last, the report supplies some recommendation of Lidl.

2.2 Background of the organization 
Lidl is a huge international supermarket company which was built in Germany in 1930s. The first store was opened in Germany in 1973. After that, Lidl began to focus on discount market, supermarket and cash and carry wholesale markets. UK’s first Lidl store was built in 1994. Following that, Lidl got a leading position in retailer aspect in UK in 2008. Since that, Lidl develop their store all around world. Such as, UK, France, United States, Ireland and other countries. At present, they have more than 760 stores in Britain and 13 regional distribution centres which is used to deliver miscellaneous product in England, Scotland and Wales. In UK, Lidl’s employees approximately 22500 and the market share is 6.0%. In March 2019, the entry level wage in Lidl is £9 per hour. 

The product in Lidl include fruit, vegetable, meat, bakery, frozen, pet, baby necessary and other life and food products. Lidl use resources in the area where it sets. They assure their product in a high quality. In this condition, Lidl just cooperate with companies who have high quality material. Lidl through Red Tractor, the Rainforest Alliance and the Marine Stewardship Council to warrant the material quality of partners. The mission of Lidl is providing superb customer satisfaction, building stable and sustainable development relationship with their global partner, provide contribution to society, using technology and labour resource to impetus all working procedure to pledge the quality and value in leading position in the market and through training employees, get investment to achieve the last success. 

[bookmark: _GoBack]https://corporate.lidl.co.uk/
https://www.lidl.co.uk/our-products

2.3 Definition of major concepts
2.3.1 Porter's generic strategies
This report will use Porter's generic strategies to analyse Lidl. In Ansoff matrix, Lidl use the market development. Because it does not have the existing market but it has existing products. It is a German company when it develops to other countries. Therefore, it is in market development condition. 

The Porter's generic strategies consist four part of strategies. They are cost leadership, differentiation, focus leadership and focus differentiation. Porter said every companies need to set a comparation of prices and costs with their competitors. These strategies relate to the activity extent and the degree of cherishing differentiation of companies. If companies choose an appropriate strategy to develop themselves. They will achieve a sustainable competitive advantage. https://www.tutor2u.net/business/reference/porters-generic-strategies-for-competitive-advantage

2.3.2 Cost leadership
Lidl uses cost leadership in Porter's generic strategies. The main substance in this strategy is the company use the lowest-cost producer during the produce, delivering and employing process. The definition of that is emphasising use the lowest unit costs to provide standardized products for price-sensitive customers. The features in this strategy include, the traditional method to achieve this strategy is on a large scale. That make the company utilize economies of scale. Secondly, companies do not need to set the lowest selling price. At last, all most entire companies which use this strategy emphasis minimum cost. If one company has the lowest cost and set the price of average market price. That means it can get the highest profits. http://www.quickmba.com/strategy/generic.shtml 

This strategy relates to large companies which provide the standard products. In this situation, the products do not have obvious differentiation and easy be accepted by majority people. Sometimes, some companies who have prominent cost advantage in competition also provide discount. Because they can through this method to further enlarge their market share. 
https://search-proquest-com.ezproxy.uwtsd.ac.uk/docview/912504897?accountid=130472&rfr_id=info%3Axri%2Fsid%3Aprimo

2.3.3 Business level strategy
Lidl also in business level strategy. Business level strategy means company pay more attention to create products and services which are customer needs. They through that to rise their operating profit and competitive advantages. In business level strategy, companies need to set their position to compete with competitors. They also need to follow the trend and technology. The company who use business level strategy is single industry and has individual market. They only have one industry in whole company. 

2.3.4 Competitive advantage
The competitive advantage is the advantage which better than competitors through supply higher value to customers to get. This edge can get by lower price or higher potential value and service. https://www.tutor2u.net/business/reference/porters-generic-strategies-for-competitive-advantage In cost leadership, the company use the low price to attract customers. The company have the wide channels of distribution, they have the high efficiency of produce, large scope of production, stable and continuable supplier in selling areas and lower cost operation. Lidl has the all features of them. That is the main factor why it belongs to cost leadership strategy. 

https://www.albany.edu/faculty/es8949/bmgt481/lecture4.html
https://search-proquest-com.ezproxy.uwtsd.ac.uk/docview/578010994?accountid=130472&rfr_id=info%3Axri%2Fsid%3Aprimo
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3.0 Main body 
In this section, the report will supply more detail information about the strategy which is chosen by Lidl and explicit it. That also will use some examples to prove Lidl belong to cost leadership. Then, it uses the example to discuss the reason why Lidl is belonging to this strategy. At last, the report provides a number of advantages and disadvantages of cost leadership. 

3.1 Implementation of the strategy
In Lidl, cost leadership is the most important strategy through whole company. The main substance of it is the company use the lowest cost in producing, delivering, employing and other operation. The company who use this strategy must has large extent, utilize economies of scale, provide products which can satisfied customer’s need. The company do not need to set the lowest price. They just need to pay attention to decrease the price of producing. Although, they set same price with competitors. They also can get higher profit.

3.1.1 Low cost recruitment 
There are a number of examples can testify Lidl use cost leadership. In employee aspect, Lidl provide high wage to their employees. Since 1st March 2019, the entry level wages in Lidl increase from £8.75 to £9.00 per hour where the supermarket is outside of London and the wages increase from £10.20 to £10.55 per hour where the supermarket within the M25. In this condition, Lidl also increase other level wages to assure the salary level is fair for every employee. The wage level in Lidl is higher compare with competitors. The high salary can impetus their employees to work harder to achieve company’s achievement. 

But the threshold of recruit in Lidl is very high in all supermarket. After people accept all condition. They begin their working life in Lidl. They need to get high strength training for all occupation in Lidl. The main factor of that is Lidl want to utilize all employees to do all type of working. They can do as deliver, cashier, remover and baker. When one area lack employees. Anyone can join the department and do well. Comparing Lidl with Tesco, Tesco employees wear different suite that means they have different vocation. They only need to do things which is including in their department. Through this method, Lidl can thrift their recruitment cost. Although, Lidl pay high wages in every level employee. They use one employee in various departments. The company increase employee’s efficiency to descend cost. That can achieve their cost leadership. 

A significant number of employees complain that the working in Lidl is busy. They cannot have a good rest. In the feedback, the most frequently appear word is long hours and working hours. Employees truly deem they cannot do heavy strength working for a long time in once. 

This method has high efficiency to decrease the cost of recruitment. They can use several employees to do same workload with more employees. Although, employees get higher salaries but they are not glad with working. After long time, they maybe will rebel and do not have enough energy to work. That will reduce working efficiency. 

3.1.2 Saving production 
Secondly, Lidl do not use plastic box and other facilities to hold fruits and vegetables. They just hold them by original paper box and set them as a stack in centre of supermarkets. It does not look suitable. But it looks clean and neat which does not make people feel it is nasty and it in an acceptable condition. In this method, Lidl can thrift capital which is cost to buy necessities facilities. Such as, plastic box and refrigerators. In other supermarkets, such as, Tesco, Walmart and Aldi. They remain fruits and vegetables in box and set in refrigerators. But Lidl can retrench this cost. In this condition, Lidl needs to ensure their fruits save in a fresh condition. Therefore, employees need to check them every day and they should put them into refrigerators after store close. 

In this condition, the method also declines the cost of recruitment in high efficiency. And Lidl can use lower cost during selling procedure. That prompt Lidl to achieve cost leadership strategy. Lidl uses low price to pledge their products could be sold quick and keep them have a good circle. In this way, fruits and vegetables are all fresh and in high quality in Lidl. That can keep Lidl’s reputation can be warranted. Lidl utilizes resources also can protect environment which even can help Lidl to promote prestige and get larger market share. But employees are busier for working. Loyalty of staff will decrease after a long term. 

3.1.3 Single product discount 
At last, Lidl always uses discount to attract customers to buy products in Lidl. They usually use discount in single product. In this method, if people only want to buy one product. They also can enjoy discount. Comparing Lidl and Tesco, Tesco also has discount. But the discount usually put in peach or multiple products. That means if people want to enjoy discount. They need to buy multiple same type and brand product in once time and the number of products usually large. Therefore, people must to buy 12 yoghourt, 4 sauce can enjoy discount. The amount of that exceed a normal single person acceptable scope significantly. People buy that maybe they cannot eat all of them before expiration date. Lidl uses the simplest method to make people enjoy cheap food. More people will choose Lidl especially single people and old people. 

In this condition, Lidl uses discount attract more people become their customers. That impact Lidl to ascend their market share. Increasingly number of old people and single people buy in Lidl. This benefit attribute to low produce cost. Because the produce cost is lower than other brands supermarket. Lidl can drop their price to compete with competitors. Meanwhile, although, Lidl descends selling price. The profit maybe not lower than other brand supermarkets. Through that, their market share can further expand. But their employees have more work need to complete. That will deteriorate the relationship between employees and company. 


https://careers.lidl.co.uk/cps/rde/career_lidl_uk/hs.xsl/index.htm?_ga=2.139917043.1130360693.1573593645-427882768.1571692146


https://www.thesun.co.uk/money/3805045/whats-it-like-to-work-at-lidl/
https://www.ukessays.com/services/example-essays/business/analysis-of-lidls-marketing-strategy.php
https://careers.lidl.co.uk/en/4186.htm

3.2 Advantage and disadvantage of the strategy
3.2.1 Advantage of cost leadership strategy 
3.2.1.1 Increase market share
Lidl uses low cost in delivering, recruitment and producing which can save more capital for Lidl. That means the cost in Lidl is lower than competitors. On the other hand, Lidl sets same selling price with their competitors. They can gain higher profit than others. In this situation, Lidl can decreases selling price to attract more people to become customers through this method. Because people can buy same things with lower price, majority people will choose to buy at there. Before long, their market share has an obviously rise. The reputation will diffuse all around world and other famous companies will cooperate with Lidl to provide lower price resources. In this condition, both of them will increase their market share and popularity. 

3.2.1.2 Capital for Growth
Lidl uses cost leadership strategy to decrease cost in various aspects. They use lower cost to delivery, purchase resources and distribute wages. Lidl uses the surplus capital to develop themselves. Because Lidl has lower cost than competitors. They can use the capital which is originally used to cost as deliver, purchase resources and other variable cost to extend their scope. Lidl uses surplus capital to decorate their supermarket even dilate the floor space of supermarkets. The better environment also can charm more people to buy products. After dilate supermarket, Lidl can provide more type of products to customers. Their market share also . 

3.2.1.3 Erect barriers to entry
The third advantage of cost leadership strategy is that can block out new brand to compete market share with Lidl. At present, Lidl uses the low price to conquer the large market share in this industry. New companies want to enter this industry, they cannot give the low price immediately. They need to find suitable resource, low price supplier and create low cost producing chain. But these conditions can destroy a new company. They cannot just use tiny profit to remedy tremendous cost. So new brand is difficult to enter the environment which is created by cost leadership. 

3.2.2 Disadvantage of cost leadership strategy
3.2.2.1 Lower Customer Loyalty
The first disadvantage of cost leadership strategy is that make their customers do not have enough loyalty for the company. Lidl has low cost of delivering, selling and producing. They provide lower price products to customers than majority other brand supermarkets. That is also the main factor why people buy products in Lidl. On the contrary, competitors use discount to provide lower price products than Lidl. Lidl’s customers are buying products in other companies. In this condition, the loyalty can be revealed. Cost leadership strategy can help company get customers in a short time, meanwhile, that also can make other company grab your customer in a short time. 

3.2.2.2 Do not care customer’s feeling
The company who use cost leadership pay more attention to reduce their producing cost. They further research the method to decrease any cost. In this way, Lidl disregard to their customer’s feeling. They just supply low price products but they do not know whether customers think these products is suitable. They seldom to collect customer’s feedback. In this situation, they do not know the best direction to develop. They also loss part of customer by this mistake. The customer who focus on service and innovation maybe will transfer to other companies. That is a negative influence for Lidl’s market share. 

3.2.2.3 It reduces product innovation
The company who use cost leadership strategy their main substance is reducing cost. Lidl does not want to cost extra labour and capital to create new products and activities. In this way, they cannot use innovation products to attract new customers and maintain original customers. Competitors create new products a part of customer will be attracted to try buy new products in other companies. Therefore, Lidl’s market share is reducing.

4.0 Conclusion 
At all, Lidl uses cost leadership strategy to gain more market share and represent their different aspect with competitors. Lidl uses low cost during every produce phase and provide low price products to their customers. Lidl successes through these factors. They attract people’s purchase mind and use low price to keep their customer continue buy at there. 

Lidl uses warehouse to decrease cost. They seek low price supplier, deliver and selling methods to decrease miscellaneous cost. For instance, they give high hours wages to employees but do not recruit overmuch people and all employees need to know skills about any vocation. That is a high efficiency method to decline recruitment cost. 

This strategy also brings some merit and demerit to Lidl. In merit aspect, Lidl gets numerous market share through this strategy. They have higher benefit than other supermarkets, so they can decrease price to attract people who focus on price. They use discount for any single product to attract more people so that enlarge market share. Lidl also uses the saving capital to expand scope of supermarkets. This industry also hard to be grabbed by new brand. 

But this strategy also has defect. At first, the strategy makes customers loyalty in low level. People vulnerable to change their mind, because they only want to buy lower price products. And then, the company also do not care about customer’s feeling. Both of them are serious sake which lead company’s market share to decrease. 

5.0 Recommendation 
Lidl use cost leadership gain a considerable market share. But that can be grabbed by other companies. Lidl can use the surplus capital to provide more service to customers and get feedback from them that can help Lidl to overcome the weakness of cost leadership. Although, these activities need portion of capital to implement. Tiny capital can gain incredible benefit. That can create more close relationship between company and customers and reputation also can be increased. Providing low price and service to customer, customer’s loyalty can prominent rise. Then, market share can keep in a sustainable increase condition. 

Lidl also can cooperate with other companies which have high reputation and good famous. They can through each other to extend their market share and make more people know them, then increase their selling. 
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