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2. [bookmark: _Toc25678815]eXECUTIVE sUMMARY
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3. [bookmark: _Toc25678816]Introduction
3.1 [bookmark: _Toc25678817]Report Remit
This essay mainly based on Porter’s generic strategies, determines the marketing strategy of Lidl- one of the top five retailers in the world, evaluates critically its competitiveness and strategy, and objectively analyzes the advantages and disadvantages of this kind of strategy according to the actions of Lidl. In order to draw a reasonable conclusion, provide suggestions for the future development of Lidl and seek its longer and wider expansion.
3.2 [bookmark: _Toc25678818]Background of the organisation
Lidl is a German global discount supermarket chain, based in Neckarsulm, Germany, that with approximately 1,000 stores in nearly 30 European and American countries (Anon., 2018). Of there, there are more than 600 in the UK, is one of the top 5 largest retailers in the world. Lidl was opened in 1973 by Dieter Schwarz, who also owns the store chains Handelshof and hypermarket Kaufland (LoveMoney, 2019). In June 2015, the company announced it would establish a United States headquarters in Arlington, Virginia (Vozzella). The company planned to open a total of one hundred U.S. stores by the summer of 2018 (News, 2017). In the financial year of 2015, Lidl Great Britain's revenue from its over 630 stores throughout Britain was £4.7 billion. As of May 2019, Lidl US has partnered with Boxed.com to test a home delivery service using the online retailer's technology. Lidl plans to open its first stores in Long Island, N.Y., in early 2020. At present, the total number of employees exceeds 300000.
3.3 [bookmark: _Toc25678819]Definitions of Major Concepts
3.3.1 [bookmark: _Toc25678820]STRATEGY
Freedman (2015) notes that strategies usually involve setting goals, identifying actions to achieve them and mobilizing resources to implement them. Kvint  (2009, p. 456) defines strategy as "a system of finding, formulating, and developing a doctrine that will ensure long-term success if followed faithfully”. strategy is the direction and scope of an organisation over the long term, which achieves advantage in a changing environment through its configuration of resources and competences with the aim of fulfilling stakeholder expectations (Johnson, et al., 2011).
3.3.2 [bookmark: _Toc25678821]BUSINESS LEVEL STRATEGY
Business-level strategies involve the position of enterprises and competition in specific industries (Porter, 1980). Firms derive such strategies by executives making decisions about whether their source of competitive advantage is based on price or differentiation and whether their scope of operations targets a broad or narrow market. The choice of strategy varies from industry to industry (Donald C, 1983).


3.3.3 [bookmark: _Toc25678822]COMPETITIVE ADVANTAGE
Competitive advantage refers to conditions that generate more sales or higher profits for productive entities, they come from a number of factors, including cost structure, brand, product quality, distribution network, intellectual property and customer service. In order to gain competitive advantage, the company's business strategy manipulates all kinds of resources under direct control, which have the ability to produce competitive advantage (Rijamampianina, et al., 2003).
3.3.4 [bookmark: _Toc25678823]PORTER’S GENERIC STRATEGIES
[image: Porter's Generic Strategies Grid]
 FIGURE 1 – Porter’s Generic (Competitive) Strategies (BUSINESSBALLS, 2019)
Porter’s Generic Strategies relate to the extent to which the scope of a business' activities is narrow versus broad and the sources of competitive advantage. Porter thinks the competitive advantage of organisation from low cost and differentiation, “low cost” means manufacture on a large scale, low productive expenditure for individual commodities, products tend to be standardized, “differentiation” means unique or premium products. Originally, these strategies were divided into: Cost Leadership, Differentiation and Focus. Later, Porter sub-divided Focus into two different strategies: Differentiation Focus and Cost Focus.
MAIN BODY


CONCLUSION



4. [bookmark: _Toc25678824]Main Body
Combining the basic theory of Porter’s Generic Strategies and practical actions of Lidl, Lidl is continuously committed to selling the highest quality products with the lowest cost possible, which means it adopts a cost leadership strategy, implements this strategy efficiently on a large scale, and has become an excellent example of the industry (Morschett, et al., 2006).Porter’s generic strategies emphasizes gaining competitive advantage-in other words, relying on lower labor costs and work practices, getting a lower cost than your competitors, owing the ability to obtain more profits and market share compared to competitors. There are two main ways of achieving this within a Cost Leadership strategy: increasing profits by reducing costs and increasing market share by charging lower prices.
4.1 [bookmark: _Toc25678825]IMplementation of the strategy
4.1.1 [bookmark: _Toc25678826]PRIVATE-LABEL BRAND 
In recent years, grocers across Europe and the United States have invested a lot of money in their own brands，and regard it as the main driving force for their differentiation of other retailers and profit growth. In the U.S., nearly 90% of products in Lidl stores are private-label brands, most of them focus on baking, cooked food, meat and fast food and other daily necessities (Christopher, n.d.). The benefits of selling these brands are twofold. In this retail industry, which is famous for its extremely meagre profit margins, peripheral products with high growth rate and high profit margin play an important role. Lidl cuts middlemen, eliminating any additional costs from the suppliers. The company can also better control manufacturing costs and set its own price. This, in turn, means that sales margins with products are higher than national brands because their initial costs are much lower. This strategy contributes Lidl earning the title of “World’s third simplest brand” in 2015, and European consumers, as a matter of fact, believe that Lidl is easy to understand, innovative and able to make consumers feel evaluated (Pearson, 2016)
4.1.2 [bookmark: _Toc25678827]SUPPLY CHAIN INTEGRATION
In a competitive market environment, “success in the retail sector has always been dependent on the management of the supply chain” (Christos & Carlos, 2010). Mass consumers pursue higher quality products and lower prices. In order to solve this problem, it requires the perfect cooperation of purchasing logistics and other links, so it is not only the competition between companies, but also the competition of the whole supply chain. Brown (2015) notes that Lidl has a large distribution centre in the UK and Europe, which provides support for stable inventory levels for all stores. The inventory management also improves as Lidl can minimise the delays by tracking activities throughout the supply chain (Rieple & Singh, 2010). Colla (2003) describes that Lidl positioning on the supply chain allows the company to be able to choose their own suppliers in terms of performance and pursuit of the objectives.
4.1.3 [bookmark: _Toc25678828]CLEVER PRICING STRATEGIES AND HR MANAGEMENT
Lidl has become one of the most valuable supermarkets in the industry, one of the main competitive advantages of Lidl is its clever pricing strategy (Dolgui & Proth, 2010). According to a survey of 20 items in a package, LIDL is 9 per cent cheaper than Wal-Mart in the United States (Hanbury, 2017). The reason for the low price of the product is mentioned above, and the cost is saved by the private-label brand. Lidl reduced the cost of production as much as possible, but it attached great importance to the investment in human resources management. Although there is a  limited number of employees in each store, Ruddick (2015) notes that the salary of Lidl employees is not low, but the intensity of work is very high, such as the number of scanned goods is usually used as an indicator of performance appraisal.
4.2 [bookmark: _Toc25678829]Advantages & Disadvantages of the strategy
4.2.1 [bookmark: _Toc25678830]ADVANTAGES
(1) Erect barriers to entry
A wide range of goods come from their own brands, enabling Lidl to sell goods at incredible prices, the new company has no strength to offer the same kind of goods at this price, so it is difficult to enter the market, which provides them with exclusivity and security (Kumar & Steenkamp, 2007). Higher output levels not only need but also necessarily lead to higher market share, and create entry barriers to potential competitors, as potential competitors may not be able to reach the necessary scale to match the company's low-cost and low-price.
(2) Better sales and profits
Since the sales of goods from Lidl private-label brand account for a considerable proportion of the total sales, it can affect the manufacturing and packaging of the product. As a result, there is a great impact on the price of purchasing the product and break the usual link between low price and low quality. The customer always "To be surprised and satisfied" that the product price is lower than that of the national brand but the quality is the same, which is a great advantage for Lidl. As of the second quarter of 2017, Kantar data showed that UK supermarket sales increased by 4.0% year-on-year, but Lidl's sales increased by 17.2%. When competitive pricing is available, with greater margins than what other companies are able to achieve, then will gain more business because it’s possible to offer a stronger value proposition to customers.
4.2.2 [bookmark: _Toc25678831]DISADVANTAGES
(1) Possible Price Wars
[bookmark: _GoBack]The biggest risk of a cost leadership strategy is that cost - cutting is not unique and will be replicated by other competitors. Simply being amongst the lowest-cost producers is not good enough, because it is vulnerable to be attacked by other low-cost producers, who may lower the price of similar goods. The result of blindly fighting the price war is to lose both sides, disrupt the market order, In this way, Lidl's attempt to expand market share will be blocked.
(2) Difficulty of sustaining it long term
It is a technique that is quickly followed by others (Gavin C, 1993). The benefits of the cost leadership styles are almost always temporary. Once one company begins to see the benefits of cutting costs to create a higher profit margin, everyone else begins to copy the techniques being used to lower their prices as well. Even if money is invested into research and development to counter this issue, new technologies become obsolete in a few years anyway.
(3) Lower Customer Loyalty
Cost leadership strategies may have the disadvantage of lower customer loyalty, as those customers who are sensitive to price will always focus on prices and switch immediately when there are lower-priced alternatives. Reputation as a cost leader can also lead to a low-quality reputation. Consumers may have a negative view of the quality of Lidl products because they are sold at such a low price (Siro, et al., 2008)




5. [bookmark: _Toc25678832]Conclusion
Lidl, as one of the leading retailers in the world, has adopted a cost leadership strategy. Cost leadership does not mean price leadership, in most cases, it reduces the production cost of a single product by selling products from private-label brand, mass production, etc., thus products can be sold at low prices. Even if the price of some products is the same as the national price, it has more profits and advantages over other competitors because of its low production cost. However, the cost leadership strategy also has some limitations. Incredible prices can attract a large number of consumers, which could lead to price wars and disrupt the market order. It is a tremendous challenge to keep continuously low cost in the changing marketing environment. Another drawback is that customer loyalty is not high, because they pursue low prices, as soon as they find lower prices, they will immediately choose other retailers. Therefore, the cost leadership strategy is a double-edged sword, Lidl should make appropriate changes to avoid its adverse effects as much as possible. Based on the above analysis, some suggestions will be given
5.1 [bookmark: _Toc25678833]Recommendations
5.1.1 [bookmark: _Toc25678834]CONSTANTLY LOOKING FOR WAYS TO REDUCE COSTS IN ALL ASPECTS 
Enterprises should continue to pursue lower direct and indirect operating costs. It can be achieved by offering high volumes of standardized products, offering basic no-frills products and limiting customization and personalization of service, etc.
5.1.2 [bookmark: _Toc25678835]INTRODUCTION OF SMALLER PREMIUM PRODUCTS
The average product at a hard discounter sells more units per week than the average product in the supermarket. The positive impacts of cost leadership strategy are further multiplied with the introduction of smaller premium products and other assortment changes that increase sales per square foot.
5.1.3 COMPREHENSIVE CONTROL OF SUPPLY CHAIN





6. [bookmark: _Toc305165507]
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