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1. EXECUTIVE SUMMARY
The purpose of the report is to discuss on Lidl company and identify their competitive strategy that they have implemented on their position in their organization, to investigate the actions taken to accomplish the strategy and identify the and disadvantages of the strategy relating on the current environment. 
The historical record of Lidl commences in the 1930s when the first store, a grocery wholesaler was founded in Germany. Lidl has since become one of Europe's largest grocery discounter with over 600 UK and thousands of European-based stores (Butler, 2014). The number of stores in operation in Lidl is impressive, but the fact that they launched just 20 years ago from Germany makes them even more remarkable (Lidl 2015). The Porter Generic Strategy contain cost leadership strategy, differentiation, and focus strategy. Lidl utilises the cost leadership strategy in their business. According to Porter (1985), cost leadership strategy is used when companies focus on making low-cost products in an industry sustainable through profitability.
Lidl implements cost leadership strategy into their business. Lidl choices of products on their shelves are very limited compared to their competitors in the same industry. Lidl is focusing on its high quality and low prices. Globally, cheap prices draw buyers. Their approach is to give their buyers a low-cost plan and a great shopping experience (Bhasit, 2019). Next, via their private label approach, Lidl is the cost leader. Rather than their own names, their product line comprises of different brands. The item is marked "produced for Lidl Stiftung" (Chipperfield, 2019) by a private label of Lidl. The benefits of cost control are to create barriers for new companies to enter, as new competitors may need to reduce cost leadership costs. However, since products and services are cheaper prices, they draw more consumers and a significant market proportion. There are some drawbacks of having large volumes of revenue, which means greater spending and a lack of market analysis, because they seek to reduce the expense of marketing, market research. Recommendation have also been made for Lidl to establish a strategy for brand awareness to attract younger age group customers in order to boost the Lidl business. Next would be an online shopping and distribution tool built to extend the website. Lastly, the quality of products of Lidl should be better as previously they had complaints regarding their product quality in order to maintain their customer loyalty.



2.0 INTRODUCTION
2.1 REPORT REMIT
The report aims to evaluate Lidl and recognise its competitive strategy on its position in its company. The report examines the efforts made by Lidl to execute the strategy. In establishing Lidl's competitive position, the competitive strategy will be analysed in the scope of identifying the strengths and weaknesses of the current strategy. Some recommendations have been made on ways to improve Lidl in the future based on the findings in the report.
2.2 BACKGROUND OF THE ORGANIZATION
[bookmark: _Hlk25563216]The historical record of Lidl commences in the 1930s when the first store, a grocery wholesaler was founded in Germany. Lidl has since become one of Europe's largest grocery discounter with over 600 UK and thousands of European-based stores (Butler, 2014). The number of stores in operation in Lidl is impressive, but the fact that they launched just 20 years ago from Germany makes them even more remarkable (Lidl 2015). Its rapid growth made it one of the most popular and intimidating rivals in the UK grocery market. Lidl's share of the market was continuously diminished by major grocery retailers.
While Lidl still has smaller market shares in the UK, with it gaining 3,5% by early 2015, it is one of the rapidly growing distributors for groceries. While many supermarket chains lose their share of the market, Lidl's improved from 3.1% to 3.5% by 15.1% (FT, 2015). Lidl is the world's fifth biggest retailer of $82.4 billion (2011) in sales, Schwarz Group. The vision statement of Lidl is to enhance the lives of our customers, by providing quality products at market leading value, whilst ensuring that customer satisfaction is at the heart of everything we do. The mission statement of Lidl is to deliver outstanding customer satisfaction, to ensure market leading quality and value by constantly innovating and optimising our efficient processes, driven by technology and people to work with business partners in sustainable relationships, contributing positively to local communities, to achieve long term success by investing in the recruitment, training and development of our people (Lidl, 2019).




2.3 DEFINITIONS OF MAJOR CONCEPTS
2.3.1. STRATEGY
Michael E. Porter's strategy refers to the competitive position, the difference in the eyes of the consumer and value-added through a mix of actions that differ from those used among competitors.
Based on Johnson and Scholes (2001), strategy is the long-term course and context of a corporation: to support the enterprise by forming capital in a challenging environment and reacting to market needs and stakeholder expectations.

2.3.2 Business level strategy
The business level approach is the industry's commercial success or failure that is important to the characteristics of the product. A corporation must compete independently in each market in a business.
Based on Hofer and Schendel (1978), the approach relies on how to succeed in a given sector and consumer area that the organization is focusing on. The most important components of strategy at this level is competitive advantage (Beard and Des, 1981).	
Business Level Strategy also focuses on a product or service market, such as meeting customer needs or preferences, to address a corporation's core competences for good returns.	
2.3.3 Competitive advantage
The economic advantage of a competition is that it offers higher value to customers either by lowering prices, or by offering higher prices and products.
The factors of competitive advantage are as much as in the company's operations, according to Reed and Defillipi (1990). Depending on the Rijamampianina et al. (2003), higher value, innovation, lower costs, better technologies and advertising are competitive advantages in which business benefits from strategies. The competition benefit is the application of a strategy to create value which the competitors do not implement (Barney, 1991). Other than that, it can also result through implementing the same strategy with competitors (Johnson and Sirikit, 2002).
2.3.4 Porter’s Generic Strategies
There are three fundamental aspects in which businesses can gain a sustainable competitive advantage, based on Michael Porter. The Porter Generic strategy consists of cost leadership strategy, differentiation strategy and focus strategy. Cost leadership strategy is when companies are taking advantage of price and want to become low-cost suppliers in the market. The differentiation strategy is when a company wants to be different and special relative to other products and services. The focus strategy is when the company has a limited scope and splits the business into categories (Johnson et al., 2011).
Porter strategies are the most simple and widest level of the company's strategic positions. Porter maintains that its competitive advantage is achievable when companies decide on type and scope.
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                                  FIGURE 2-1- Porter Generic Strategies (Porter, 1980)
  

There is some criticism in Porter’s generic strategies where their scope is broad and narrow depending on the product. For example, a luxury product is sold at a high price while a simple product is sold on a low price. Other than that, the cost leadership and differentiation strategy can be combine as a strategy (Karnal, 2017)
Each of these is an example of a Generic Strategy, as coined by Porter. They are referred to as generic as they can be applied by companies to products, services across all industries, and in organisations of any sizes. These initial strategies as described by Porter were: Cost Leadership (cheap, no expenses), Differentiation (unique or premium products) and Focus (a specialised service or market). He later sub-divided Focus into two different strategies: Differentiation Focus (unique strategy differentiation in a focused market) and Cost Focus (lower costs in a focused market) (Johnson et al., 2013).
















3.0 MAIN BODY
Cost leadership strategy is to make businesses a low-cost commodity in a market that gains profitability by benefiting from cost benefits. Based on Porter, a cost leadership strategy is based on Porter when a successful company has significant market share while a focus on small, rentable companies in small market share companies is described as segmentation of the market. The firms in the middle have no effective generic strategy and are thus less competitive. Some observers have recognized that it is the best cost tactics when certain firms go to price wars where they offer the best quality performance at a low price. This is because firms are claiming to have the best preferred choices among the customers (Johnson et al., 2011)
Efficiency stresses the cost leadership strategy. Industries want to benefit from economies of size and the impact of curve on demand by making high standard goods capacities. Definition of the product typically is a simple product manufactured at relatively low cost for a large customer base. This approach is maintained by constantly searching for each cost reduction criterion. The products were sold to their greatest degree and marketed with an emphasis on their inexpensive product structures (Porter, 1985)
This strategy requires the advantage of its market share in certain components, like raw materials, labor, and other contributions. These benefits also include ensuring that they have a minimum level of costs, close labor regulation, low cost access to capital, restricted cost checks and quantitative-driven incentive (Tanya, 2013).
In the cost leadership strategy, though, there is also some threat. Cost leadership is risky, as it has a lack of attention to customer needs and desires when a business is more concerned in minimizing costs. The tendency of firms to sustain product differentiation is limited when unforeseen inflation occurs. It also risks erasing their outdated past learnings and investment when technological changes occur. Finally, cost leadership strategy calls for a constant hunt for cost efficiency to sustain the minimal cost (Sharmila, 2016).





3.1 IMPLEMENTATION OF THE STRATEGY
3.1.1 Cutting off extra supplier cost
Such as Aldi, Lidl's German store, Lidl has a' no waste' policy that allows the user to buy the products directly from the packaging by putting most of the items in their original boxes. It is simply replaced by a full box when the carton is empty. Roughly 90% of the brands that are displayed on the shelves of Lidl are brands that are labelled privately (Franco, 2017). These products are specially made for Lidl products. There are two advantages of marketing these labels. Lidl cuts the intermediary, thus eliminating the supplier's additional costs. Furthermore, the company has more control over cost of production, and they are able to set their own prices. This in turn means the goods may be sold at a higher profit margin more than national brands, because the initial costs are considerably lower (Leslie, 2015).
3.1.2 Limited choices of products in store
The choices of product that are available in Lidl very minimal. There is a variety about a small number of products (Scott Mushkin, 2017). For example, the store could only sell two kinds of milk, its brand and a national brand. The reduced range provides Lidl with its distributors with more buying power, since it buys large volumes of goods of only limited product. Lidl only markets about 2000 products on average in their stores (Doug Koontz, 2018). The amount of products that are being sold by Lidl is around 20000 products lower than their competitor who are equivalent or about 60000 at a supermarket (Harris, 2014).
3.1.3 Sells fast moving items
In fact, Lidl only sells rapidly moving products. Lidl prefers regular goods that shoppers frequently purchase. This is because this will save their cost on distribution and the can get back their money and also, they will gain their profit faster. This will allow for a faster reinvestment for future stocks (Paglia, 2016). The product range that are usually sold at Lidl is the fast-moving products where Lidl are able to sell and stock back the items in a short time that produce gross profit dollars. In visiting one of the new stores that was opened by Lidl in UK, Puglia said that the focus was on daily consumed items like cereals, fruit and dairy products rather than the specialised or specialty products. Higher-level items mean less money tied up in stocks (Sarah, 2016).

3.1.4 Display products in the box they were shipped in
Furthermore, Lidl shows the product in the box they were shipped in. In the packaging they have been shipped, Lidl exhibits most of its products, speeding up the stocking phase and requires less labour. Mushkin wrote that, while visiting a shop, noticed that milk is loaded in carts with wheels that are packed into shops by suppliers and driven directly from trucks (Mushkin, 2017). Therefore, Lidl expends less on in-store marketing as it has no national chains in house. It can stick to simple displays and use so-called dump bins and buckets to exhibit products, rather than needing extravagant cardboard trim or piled pyramids (George, 2015).
3.1.5 Low labour costs
However, they also figure out a way to retain low labour costs. Lidl shops are selectively hired to reduce labour costs. In order to minimize interaction with people, Koontz wrote that Lidl has efficient systems and robotics in its rear (Koontz, 2018). In the shop, consumers must weigh and pack their own foodstuffs. Staff are also cross-trained to work in any area. Based on a research of John, he mentioned that the workforce is therefore dynamic and effective. Thus, Lidl would not to hire many workers in their store as they fully utilize their workers to carry out the job (John, 2017).












3.2 ADVANTAGES AND DISADVANTAGES OF THE STRATEGY
There is both strength and weaknesses if the business apply the cost leadership model into their business. A cost leadership strategy also offers benefits in terms of potential new players in addition to existing rivals. For addition, a market cost leader appears to discourage new companies from competing because a new company will fail to retain clients by reducing price limits on cost managers. A cost management strategy also helps to build entry barriers that shield the company and its current competitors from new competition (Burt S., 2010).
In many cases, value leaders have a significant market share since the purchase of low-priced goods and services of acceptable quality by a large proportion of potential customers is highly attractive. That need for productivity ensures that budget controllers often have smaller profit margins than other businesses have. But the willingness of price management to make quite a little benefit of each of a huge number of consumers will make substantial income (Bhasit, 2014).
Low-cost companies usually hold a more competitive role as well. It was found that that businesses at a lower cost have a better opportunity to succeed through difficult economic times, down turning in a given industry, or when the price wars kill price efficiency. Integrated efficiency and manufacturing, cost-effectiveness and economies of scale by both manufacturer and reseller activities are cost-effective tactics which are sometimes hard to replicate by competitors (Hanbury, 2018).
In some situations, a significant disadvantage of a cost leadership strategy is the requirement of high sales volumes. Highly integrated and brand-loyalty markets may not provide many options for a large portion of consumers. Unable to reach high sales, companies will have lower profit and therefore do not have sufficient reinvestment resources. Another associated issue is that the manufacturing and/or delivery capability require significant early investment to achieve a high sales volume. Not all companies are willing and able to invest in this kind (Hassan, 2016).
Cost managers tend to maintain low costs through reducing advertisements, market analysis and research and development, but this method can be costly in the long term. A comparative lack of market research may lead cost managers to be less able to detect significant changes in the environment than other companies. In the meantime, reducing research and innovation can slow down the ability of cost leaders to respond to changes once identified. The detection and reaction of rivals to external shifts can prove a deadly combination which leaves costs managers unaffected by the market and unanswered (Hetchen and Short, 2017).























4.0 CONCLUSION
In conclusion, Lidl has applied the cost leadership strategy which is a part of Porter’s Generic Strategies in their business and they have executed it perfectly. The result of their execution can be seen through their high amount of sales and profit. But in every strategy, there is always advantages and disadvantages of the strategy. Thus, Lidl have to analyse the disadvantages of the strategy that might bring problem in the future for their business in order to sustain through the future against their competitors. Lidl should come up with certain recommendations or steps on how to improve their existence in their market and improve their market share.


















4.1 RECOMMENDATIONS
Even though Lidl have a lot of success in the industry there are still a few recommendations which can help to improve their business. One of the recommendations that Lidl can consider is maybe improving their brand repositioning. In order to sustain in the long-term future, Lidl have to improve their their market share. They could probably analyse consumers wants and needs which keeps changing. In this way they can also maintain the customer loyalty and gain more customers in the future. 
Furthermore, Lidl also should improve the quality of their product. As we know in the past, Lidl have received a number of complaints regarding the quality of their product. If they do not improve their quality, they will lose a lot of customers which can cause a huge problem to their sales and revenue and thus they would not survive in the industry. 
Moreover, Lidl may consider coming up with the online shopping feature that most of their competitors have come up with. These days consumers would want something that is easy for them and coming up with that feature is perfect to fulfil the needs of the consumers in this
 digital era. This will no doubt help to boost their sales and even attract more consumers.
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