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1. EXECUTIVE SUMMARY
This report provides an analysis and evaluation of the competitive strategy that has been utilised or used by Lidl to develop their competitive position. First of all, Lidl has been known as one of the cheapest grocery stores in the UK and across Europe. Lidl have become the most successful grocery store by utilising the cost leadership strategy. Moreover, despite Lidl have the least market share in the UK compared to other supermarket such as Tesco, Sainsbury and so on, they are one of the fast growing supermarkets and has increased their market share by a stagger 15.1% from 3.1% to 3.5%.
Furthermore, the strategy model that will be used in this report is the Porter’s Generic Strategies. Technically, there are 3 types of strategies according to Porter which are cost leadership, differentiation and focus. Meanwhile, focus is divided into two parts which are focus cost leadership and focus differentiation. 
In can be seen that Lidl is utilising cost leadership strategy in order to achieve their goal which to maintain low costs and offer the customers with the cheapest price products. They have implemented the strategy effectively and become one of the most successful grocery stores in the UK and Europe. There are few ways of Lidl implemented the cost leadership strategy which could benefits and impact them in some ways. For instance, the company could be benefited by gaining higher profit margin and increase the possibility to survive during economy downturn. 
As there are implications that might affect the company’s  performance, I have provided a few recommendations from my point of view and my own opinion on how Lidl could do in order to avoid or overcome such problems from happening in their operations. 
Last but not least, there are few recommendations for a company to improve their operations while utilising the cost leadership strategy, such as Lidl should adapt to the technology advancement and provide better customer service, and Lidl could widen their product range by offering new and more up-to-date products to their customers.




2. INTRODUCTION
2.1 REPORT REMIT
The remit of the report to identify the competitive strategy that Lidl have utilised in order to develop their current position. Additionally, it will also be evaluating the competitive strategy that Lidl has utilised in the development of their competitive position.
2.2 BACKGROUND OF THE ORGANISATION
Lidl Stiftung & co is a German global discount supermarket chain that is based in Neckarsulm, Germany. It was found in 1930s in Germany by Dieter Schwarz. KG. There are more than 10,000 Lidl stores that has opened across Europe and the United States. It all began in the year of 1930 and Lidl has operated as a food wholesaler. In 1973, Lidl opened their first store that located in Germany consisted of three employees and have about 500 products line (Lidl, 2017). In 1990s, Lidl started to spread out their store by branching it outside of Germany and today Lidl can be found all across Europe. Lidl first store in United Kingdom was open in 1994, twenty years later they have over 600 stores in the UK. Lidl is known as a main European food retailer and at the moment, Lidl have been one of Europe's biggest grocery retailers.  
Lidl have employed an average number of 20,630 employees in the year of 2018 which rose about 8% from the previous year and it is expected to keep increasing throughout their ongoing growth (Farrell, 2018). The costs for staff have increased by 12.4% while the wages have rose by 12.2% (Farrell, 2018).
	Furthermore, compare with other grocery stores and supermarkets in the UK, Lidl is one of the supermarkets that have a small market shares in the UK with only obtaining 3.5% in 2015. Despite the fact that they are one of the rapid growing supermarkets (UKEssays, 2018). In fact, most supermarkets have lost their market share while Lidl’s rose by 15.1% from 3.1% to 3.5% (FT, 2015). Figure 2.1 indicates how much market shares each supermarket in the UK are holding in 2019. 
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Figure 2.1 – Grocery Market Shares in 2019. The graph was taken from the Kantar site. 















2.3 DEFINITIONS OF MAJOR CONCEPTS
2.3.1 Strategy 
There are various views on the strategy (Mintzberg and Lampel, 1999; Tsoukas and Knudsen, 2002). Johnson, Scholes and Whittington (2011) defined strategy as the direction of an organisation over the long-term, which gains advantage in a changing environment through its configuration of resources and competences with the aim of fulfilling stakeholder expectations. 
2.3.2 Business Level Strategy		
Business level strategy is focusing on how to compete in a specific market successfully or to provide the best quality of goods and services to the public (Johnson, Scholes and Whittington, 2005).
2.3.3 Competitive Advantage		
According to Porter (1985), by means of cost leadership, differentiation or focus, a company could attain competitive advantage between its selected market scope. Competitive advantage relies on the valuable, rare and hard-to-imitate resources within an organization (Barney, 1991; Stiles and Kulvisaechana, 2004). On the other words, competitive advantage can be achieved by a highly localized process. For example, the culture, economic structures, institutions and histories. All of these examples lead the organisation to the competitive success (Porter, 1990).
	The model that will be used in this report is the Porter’s Generic Strategies. Competitive advantage can be obtained by every business by using one of the four generic strategies that were proposed by Michael Porter (Porter, 1990). The four fundamental strategic that are available to all businesses are cost leadership, differentiation, focus cost leadership, and focus differentiation. First of all, cost leadership means the business aims to be the producers with the cheapest cost in the markets or industry. It often involves “the construction of efficient-scale facilities, rigorous pursuit of cost reductions from experience, tight cost and overhead control, avoidance of marginal customer accounts and cost minimization” (Porter, 1980). Moreover, Porter argued that the strategy of cost leadership requires decisive managerial intervention aimed at controlling and reducing costs (Jones and Butler, 1968). Low cost is the key element and it is linked to the competitive strategy because, “having a low cost position yields the firm above average returns” (Porter, 1980).
 In contrast, the differentiation strategy goals are to invent a product or service that is unique and different from other businesses product. Usually this strategy is being used by businesses that aim to generate brand loyalty and thus, price inelasticity on the part of buyers (Gopalakrishna and Subramanian, 2001). The most popular approaches of differentiation are the range of product or service offerings, technology, special features or customer service (Gopalakrishna and Subramanian, 2001). Moreover, the differentiation strategy requires a high investment by the organisations in areas such as research, product or service design and marketing (Kumar, Subramanian and Yauger, 1997). A company that differentiates from other company offers a unique and different features and services demanding a more expensive price (Seidel, 2018). For instance, a car company such as Tesla that produced a luxury electric car utilises distinction to create a competitive advantage in the market or industry (Seidel, 2018). In addition, differentiation will give relieves to the company from the need to sustain a low cost position in order to achieve greater profitability, customer loyalty and satisfaction can be exploited (Jones and Butler, 1968). Nevertheless, Porter stated that the profits that are obtained by the company are equivalent to the cost of gaining customer loyalty.
[bookmark: _GoBack]	Similarly, cost leadership and differentiation strategies are both geared towards the wide market, on the other hand, a businesses can also choose to limit their product or service offerings to specific market areas or to provide a narrower product or service range to a wide market by adopting  a focus or niche strategy (Porter, 1980). On the other hand, focus or niche strategy is only the alternative strategy of the cost leadership and differentiation strategies. In other words, the main goal of the strategy is to narrow strategic target (Gopalakrishna and Subramanian, 2001). Organisations can create a competitive advantage by offering products only for that niche. The cost leadership and differentiation depict a continuum’s opposite end and that each strategy is a “completely different approach to generating and maintaining a competitive advantage” (Porter, 1985). In other words, differentiation will increase costs, while cost leadership have the needs of uniformity which is to lower costs. Hence, “a firm will ultimately come to a point where such cost reduction would entail a distinction compromise. Generic strategies are contradictory at this stage and a company will have to make a decision. 
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Figure 2.2 – The Porter’s Generic Strategies diagram, taken from the Exploring Strategy by Gerry Jonson, Richard Whittington, Kevan Scholes, Duncan Angwin and Patrick Regner.















3. MAIN BODY
From the analysis of the Porter’s Generic Strategies, it is clearly proved that the strategy that Lidl are utilising is a cost leadership strategy. Lidl have been known as the supermarket that offer the quality product and at the cheapest price to the customers Although, to maintain the growth and expansion of their business, Lidl need to expand their strategies in order to stay competitive and innovative with other supermarkets in the UK. Moreover, Lidl have implemented this strategy very well and effectively (Morschett, et al., 2016). 
3.1 IMPLEMENTATION OF THE STRATEGY
	Currently, Lidl has already revamped the UK market for grocery stores, pushing and forcing some of the main grocery store chains to intense price wars. Recently, the European grocery store Lidl has opened their store in the US and many analysts are expecting Lidl to do the same as they did in the UK. There are few ways that Lidl do in order to main their low price products. First of all, over 90% of the products in Lidl are private-label brands. Which mean the products are produced specifically for Lidl (Hanbury, 2017). By selling these products, Lidl are benefited by twofold. They can eliminate the middleman, subsequently remove any other additional costs from distributor. The company also has complete power on the manufacturing costs and are able to set their own pricing. Hence, the products can be sold more and the company can gain a higher profit as the start-up costs are much cheaper compare to the domestic products (Hanbury, 2017).
	Secondly, Lidl labour costs are much lower compared to other grocery stores. As we can see most of the Lidl stores are short staffed as they aimed to sustain their low labour costs. In order to achieve this, in every Lidl stores, they have an efficient technology. For instance, the customers need to weight their own product and bag their own groceries (Hanbury, 2017). Furthermore, employees in Lidl are mostly cross-trained, in other words they are trained to do task in different sections. This give the employees the ability to work in various section in the stores and Lidl are capable to reduce their labour costs. Moreover, the role of Lidl in the market makes it possible for the company to choose its own suppliers in terms of efficiency and targets. In this case, it shows that Lidl are able to have a cost-effective system, as the management cost and the investment cost have been minimized. To add more, they can lower their overhead costs because they do not have to pay for any advertisement or marketing expenditures (Matteotti, 2018).

	Last but not least, Lidl has reduced their costs by displaying the products in the boxes they were shipped in (Hanbury, 2017). Even though the layout will look basic and look a bit like a warehouse, but it would make the process of restocking stocks in the stores easier and faster. It will also help Lidl to maintain and reduce the labour costs as it does not need much workforce to transfer the stocks onto the shelve (Bentley, 2018). Additionally, Lidl does not spend much on in-store merchandising as there are not much national brands in their stores as they rather have a basic layouts and use dump bins and basket to show their products (Hanbury, 2017). 
3.2 ADVANTAGES AND DISADVANTAGES OF THE STRATEGY
The strategy of cost leadership can provide various types of benefits and implications to the company that utilising it. First and foremost, the company are able to generate higher profits. The company that are utilising the strategy of cost leadership are benefited by this as they operate at a low cost in the industry or market. In addition, the company have the ability to sell their products and services at a cheaper price, which resulting in gaining higher profit margins that are better than other company that investing more to produce a same quality of products (Hassan, 2015).
	Secondly, often traditionally, businesses that used cost leadership strategy are most likely to be in a healthy business. In other words, businesses with lower costs have a better chance to survive through economic downturn in an industry or when price wars beat down demand potential (Hassan, 2015). For example, Lidl has been purchasing more local products in the markets that they operate in order to be prepared of economic downturn (Felsted, 2014). This would help them to attract more customers to shop at their stores.
	In contrast, this strategy also has some disadvantages that might affect the company that utilising it. Firstly, a business that uses the cost leadership strategy are tend to decrease the costs in most of the area in the business including in a vital area such as customer service in an attempt to sustain the low cost operation (Hassan, 2015). As a result, it has the effect of pushing customers away as customers will most likely to seek for a better quality customer service.
	Last but not least, the businesses are most probably to have the lack of innovation or producing new products as it would make the company to spend more on area such as research and development (Hassan, 2015). This would be an absolutely turn-off for customers, as they are more attracted to new or up-to-date products. To add more, the additional costs should be reduced by the business for the low cost strategist and this resulting to a negative impact on consumers who want the innovations (Hassan, 2015).
4. CONCLUSION
In conclusion, it can be said that Lidl have implemented the cost leadership strategy effectively and have become successful in the industry of grocery stores in Europe and UK. Even though, there are many other big and successful grocery store such as Tesco, Sainsbury and so on, Lidl are able to compete with them and has become the highest market holder in the industry. The current position of Lidl at the moment reflects that they have been opportunistic. In the UK, Lidl has built an enormous infrastructure that will facilitate them to achieve even greater market share in the coming years. In the past few years, Lidl have adopted this strategy effectively, it is crucial for them to strive to access their environment in order to make an appropriate judgement as the strategy may not be suitable anymore in the future. For instance, they need to be awared of any changes on the brand as it is essential for upcoming marketing strategy and it will also access the customer loyalty. 
4.1 RECOMMENDATIONS
From my point of view, in order for Lidl to stay successful and not losing huge number of their customer as there is a possibility of them could not cover up the costs on crucial area when utilising the cost leadership strategy as stated earlier. The crucial area includes the customer service. In order for them to avoid this problem, Lidl would have to improve their customer service platform by adapting to the technological advancement so that they can prevent any inconveniences or delays that could make their customers upset and pushing them away. For example, Lidl has implemented the use of technology that will allow their customers to pay using cashless such as credit cards and checks. As a result, their customers’ purchases would be faster and easier. 
Lastly, on the lack of innovation and new products, Lidl could try to wider their product range by offering more to their customers. For example, Lidl had made an effort to widen their product range by launching Lidl Movies in 2009 (Gregory, 2019). LidlMovies offer a DVD rental at the cheapest price compared to their competitors such as Blockbuster, Tesco and LoveFilm. It was unfortunate as two years after, they went into liquidation as of new market entry such as Netflix and it has decreased the demand for DVD. To add more, on my opinion, Lidl could extend their product range by selling video games on different platform such as PS4, Xbox and even PC. By doing so, their target market should be on the younger age customers. 
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