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[bookmark: _Toc25681358]Executive Summary
This report sets a purpose to conduct critical analysis on the competitive strategy of Lidl. Therefore, in the light of Porter’s Generic Strategies Model, the current competitive strategy of Lidle has been recognized i.e. cost leadership. For the implication of this strategy, Lidl has applied the tactics like buying product from limited suppliers in large amount, so that the purchasing cost can be controlled. That is why with the support of cost leadership approach, Lidl is able to provide low prices to the customers, which is the source of competitive advantage for Lidl. In this way, the financial stability of Lidl is sustaining, as the market share and turnover increasing with time. Though, due to the focus on cost leadership, the innovation has been reduced from the business activities of Lidl. Therefore, the report has suggested to use integration of cost leadership and differentiation along with the focus strategy.


Table of Contents
Executive Summary	2
1. Introduction	4
2. Competitive Strategy Adopted by Lidl	4
3. Critical Analysis of Lidl’s Competitive Strategy	6
4. Recommendations for the Development of Competitive Position in the Future	9
5. Conclusion	10
References	11




[bookmark: _Toc25681359]1. Introduction
The reason for writing this report is to talk about the competitive strategy of Lidl which has been adopted to gain the competitive position in the global market. The critical manner is using in the report to analyse the advantages and limitations of Lidl’s selected competitive strategy. In the light of the different theoretical concepts and models, the detailed evaluation of Lidl’s performance and business outcomes under the chosen and applied competitive strategy is conducting. Based on these evaluations, the recommendations to the firm for the maintenance of competitive position in the future are also stating with the theoretical evidences. 
[bookmark: _Toc25681360]2. Competitive Strategy Adopted by Lidl
According to Porter’s Generic Strategies model, the companies are followed four basic strategies i.e. cost leadership, differentiation, cost focus and differentiation focus (as mentioned in figure 1) to achieve the competitive advantage. Under cost leadership, the firm tries to gain economies of scale through low cost operations, whereas differentiation strategy is used to seek competitive advantage by delivering uniqueness in the industry. However, in the cost focus and differentiation focus strategies, the company approaches to run low cost or unique business activities in the specific target segment to accomplish competitive advantage in the industry (IFM, 2016).
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Figure 1: Porter's Generic Strategies
(Source: IFM, 2016).
In relation to this, the competitive strategy has been adopted by Lidl to run competitively successful business across the globe is cost leadership. Since the motive of Lidl’s business strategy is to present high-quality products to the customers in reasonable and low prices. The company is trying to offer regular grocery and food items in the cheap prices, as the entire business model of Lidl is based on the concept of discounted supermarket (Lidl, 2019). Similarly, in cost leadership strategy, the organizations make effort to attain competitive advantage in the industry by running cost effective operations. It is because through low cost operations, the firm is received a strength to provide goods or services to the customers in the reasonable prices. As a result, the market value and position of the firm are enhanced and strengthened in the comparison of the competitors (Tanwar, 2013).
For the accomplishment and maintenance of cost leadership approach in the business process, Lidl has applied various different tactics one of them is the elimination of middleman from the supply process of the products. Since 90% products on the shelves of Lidl are from the private label brands. These brands are specially produced goods for the supermarkets of Lidl. That is why the products are directly delivered in the stores of Lidl from the manufacturers without the use of middleman. In this way, huge amount of transportation and management costs is saved, which helped in the process of low cost business activities. Thus, the prices of the products in the stores of Lidl are 9% lesser than the prices of Walmart (Hanbury, 2017).
The second technique used by Lidl to lead cost effective business in the global industry of supermarkets is the selection of those areas to open stores which are offering low lease. Through this approach, Lidl is trying to cover untapped areas of the countries as well as gaining cost control and reduction in the ongoing business, which is helpful in leading discounted stores across the countries. It is because the use of low lease sites is giving a chance to build new stores without spending huge amount of money. That is why the total cost and expenses of Lidl are maintaining to the low level and supporting in the provision of reasonable prices of the products to the customers (Bhasin, 2019).
Apart from these tactics, Lidl is also paying attention on getting grocery items from the limited suppliers, so that the large volume of the products can be purchased from the single supplier, which is the best way to acquire goods in low cost. Therefore, the brand options for the same products are restricted to 2 to 3 in the stores of Lidl, but due to this restriction, the company is able to meet its goals of providing discounted items to the large scale customers and running cost effective business (Hanbury, 2017). Moreover, Lidl is also using operational efficiency to control the operating costs and eventually prices of the products, which is the main source of acquiring competitive advantage for Lidl. So, for the operational efficiency, Lidl has reduced the number of human staff from the stores and integrated advanced technological system for the inventory management and customer service. Also, there is self-service concept in the stores of Lidl which has also adopted to control the daily operating expenses. Another step that has been taken by the management of Lidl to run cost effective business is training staff to work in the different sections. In this way, the single employee can be switched or replaced his/her position in the stores according to the emerging needs or urgencies (Hanbury, 2017; Pearson, 2018).      
[bookmark: _Toc25681361]3. Critical Analysis of Lidl’s Competitive Strategy
The theoretical evidences of Rothaermel (2017) have verified that the implication of cost leadership strategy in the business development is helped to acquire increased market share for the company. Since in the result of cost leadership approach, the company gains an ability to provide low prices of the products to the customers. Thus, the favorability of the company and its products is developed among the target customers, which is significant to attain expanded market share in the industry. The same benefit through cost leadership strategy has been obtained by Lidl, as its market share in the UK has been reached to 5.9%, which is a direct threat for the leading supermarket chains in the country. The reason behind this growing market share of Lidl in the UK is the strategy of providing products to the customers in low prices and discounted rates. Due to this competitive approach, Lidl has achieved high preference among the local audience of the UK, as the people in this country are getting interested towards discount retailers (Makortoff, 2019).
On the other hand, Teeratansirikool, Siengthai, Badir and Charoenngam (2013) have mentioned that in the light of cost leadership strategy, the organization can avail better performance in the industry. It is because the level of profitability and turnover ratio are increased when the organization leads cost effective business activities and operations. The reason behind this outcome is the provision of low prices of the high-quality products or services to the customers, which is one of the key demands or expectations of the customers. That is why year after year, the turnover of Lidl is increasing, and has been reached to £474.5 million in 2018 from £202.7 million in 2012 (as displayed in figure 2). The cost effective operations of Lidl are supporting in the achievement of financial growth and strength in the retail market. Despite of the competition, Lidl is able to lead financial stability in the business because of the achievement of cost advantage and effectiveness (Wunsch, 2019).
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Figure 2: Turnover of Lidl from 2012 to 2018
(Source: Wunsch, 2019).
As per Li, Zhou and Shao (2009), the stress of competition is reduced when cost leadership strategy is followed by the firm to gain the competitive position in the industry. Since the execution and maintenance of low cost operations is not possible for every organization. For most of the firms, the provision of low prices to the customers with high-quality goods or service is quite impossible. That is why those firms that achieved this target are received competitive edge as well as ease in their respective industry. This is happened with Lidl, as majority organization in its industry are offering excellence of the products and service with the high prices, whereas Lidl is presenting same products and better customer service to the buyers in reasonable prices. Therefore, in the less amount of time, Lidl has accomplished the competitive lead over the supermarket chains like Tesco and Asda (BBC, 2019). However, another company with the same business model of low cost and discounted supermarkets i.e. Aldi is creating tough competition for Lidl. Since like Lidl, the supermarkets of Aldi are also providing high-quality grocery and food products to the customers in the discounted rates. That is why the market value of Aldi is equal to Lidl in the global sector of supermarkets (Dumont, 2019).
The cause behind this situation of Lidl in the competitive environment is the lack of innovation in the business process and developments. As the major drawback of cost leadership strategy is the inability to perform innovative and unique business activities. The focus on the achievement of cost advantage is blurred the necessity of innovative business developments for the acquisition of competitive lead (Tanwar, 2013). That is why for Lidl, the attainment of the leading position in the supermarket sector of the UK is challenging. It is because the supermarket or food retail industry of the UK is demanding constant innovations in the products as well as customer service systems. The companies in this business sector of the UK are needed to adopt and apply innovative ideas in their ongoing business to stay competitive in the long-run, as the future of the retail sector is depended on the innovative and uniqueness in the business ideas and executions (Williams, 2019).
However, the report of USDA (2019) has presented that the people in the UK with time are developing their interest towards the discounted stores, as the price sensitivity has been enhancing in the local market. This is the good news for the firms like Lidl, as their demands across the UK is augmenting and generating opportunities for the business growth against the competitors like Tesco, which are offering products in high prices. In such market environment, cost leadership strategy of Lidl is beneficial for its further progress in the market of the UK. It is because the internal cost control and advantage in the business is required to lead the price sensitive operations in the external market, which is only possible through the implementation of cost leadership strategy in the business (Valipour, Birjandi and Honarbakhsh, 2012).
The study of Valipour, Birjandi and Honarbakhsh (2012) has derived that for the success of cost leadership strategy, the achievement of customer loyalty is necessary, as the mostly customers are driven by the innovation and differentiation of the firms’ market offers. Therefore, in the case of low cost operations where the low prices of the products or services are kept ahead of the innovation, the achievement of customers’ loyalty through the delivery of high-quality and satisfied products or services is important to attain strong competitive position in the industry. For that reason, Lidl has kept its attention on the limited goods and brands, so that it can offer excellent quality goods to the buyers while maintaining the low prices. Through this combination of high-quality goods and discounted prices, Lidl is earning the loyalty of the buyers, so that its progress in the global market can continue for the long-run (Hanbury, 2017).
Though, the approach of cost leadership of Lidl is not good for its long-term success, as the innovation has gained hype in the retail market due to the favorability and demand of the customers. With the help of this innovation, the leading supermarket chains like Tesco are gaining strength and solutions to serve the customers with discounted prices, which is the bad news for Lidl, as its success in the supermarket industry is based on the factor of low prices (USDA, 2019).    
[bookmark: _Toc25681362]4. Recommendations for the Development of Competitive Position in the Future
The analysis of the current situation of Lidl has recognized that the company is needed to take some new actions and strategies in order to stay relevant and significant in the global retail sector for the long-run. For instance, the combination of cost leadership and differentiation strategies must be adopted by Lidl to fulfill all the emerging demands of the customers in the retail sector in effective way. It is because this integrated approach in the business generate flexibility in the operations and developments of the company which is vital to achieve the strong competitive position in the market (Baroto, Abdullah and Wan, 2012).
Since, the flexibility is helped to respond the emerging and changing needs of the customers in efficient manner. The quick adjustments in the existing business process and outcomes can be made according to the altering needs of the buyers if the flexible is maintained in the business strategy of the company. So, for the achievement of this capability, the firm has to lead an integration of cost leadership and differentiation in its business process and activities. It is because with the help of this integration, the both demands of price sensitivity and innovation of the customers can be met at the same time (An and Lifen, 2016).
For further strengthening of the competitive position, Lidl must add focus in its integration of cost leadership and differentiation. As the focus strategy of Porter’s Generic strategies model is helped to cater the needs of the different target segments in an exclusive manner. That is why through focus strategy, the different needs of the target segments can be fulfilled successfully without any confusion and complication (Nandakumar, Ghobadian and O'Regan, 2011). On the basis of this theoretical explanation, Lidl should be divided its target audience in two segments, price sensitive and preferred innovation, so that it can cater the different demands of the different customers in a smart way without leaving gap in the market. Also, the increasing favorability of the customers towards the innovations of the supermarket chains can be obtained by Lidl through the adoption of focus strategy of Porter.
In addition to this, Lidl should bring innovation in its online retailing activities and offers. It is because the report of USDA (2019) has derived that the trend online grocery shopping is getting edge year by year, as the online purchasing is more convenient for the customers. So, should introduce technology like virtual reality on the website and mobile app for the provision of innovation to the customers in low cost. It is because the virtual reality feature is one-time investment but helps in the delivery of innovative experience to the buyers. The interest and engagement of the customers are enhanced when they receive innovation in the purchasing process and customer service. Therefore, the adaption of virtual reality in the business activities is the chance to attain increased business value and strong position in the respective market (Bonetti, Warnaby and Quinn, 2018).          
[bookmark: _Toc25681363]5. Conclusion
Overall, the report has signified that Lidl is leading business under cost leadership strategy in order to gain the competitive position in the industry. It is because for the achievement of competitive lead, Lidl has developed low cost business model. Under this model, the company is running cost effective operations such as elimination of middleman in the supply of the products from the manufacturers to the stores of Lidl to gain the competitive advantage over the competitors like Tesco. With the help of this strategy, the profitability, financial stability and competitive position of Lidl is increasing with time. The market value of the firm is enhancing, as the people are getting high-quality products in low and discounted prices. Though, at the same time, due to the adoption of cost leadership strategy, the innovation is missing from the business of Lidl. That is why the recommendations of this report has stated that Lidl should adopt an integrated model of cost leadership and differentiation in its business, so that both low prices and innovation needs of the customers can be catered simultaneously. Also, the better way to achieve competitive position in the industry for the long-term is the use of focus strategy of Porter.    
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