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1. Executive Summary
Originating in Germany in 1930, Lidl is a company who have experienced huge success, with the first Lidl store in the United Kingdom being opened in 1994. It is of importance to note that Lidl are attempting to gain popularity through maintaining low prices and currently have a market share of 5.9%. In order to develop a strong competitive position, Lidl’s competitive strategy could be any number of things.
Although there are a number of strategies available for Lidl to use, they continue to use the cost leadership strategy of Porter’s Generic Strategies. For example, they produce their own products, allowing them control over production costs. Also, they use economies of scale in order to ensure that they are the lowest cost producer, in turn having the ability to become the low-cost option for the consumer. Using this strategy has allowed Lidl to continue to compete with Britain’s supermarket giants. Following on from that, Lidl still manage to implement the low-cost leadership strategy well enough to be more desirable to the customer than Aldi.
It is recommended that Lidl continues to implement their strategy of low-cost leadership for the foreseeable future. What is more, it is recommended that Lidl looks into other sources of information to go hand in hand with Porter’s Generic Strategies due to the fact that there are a number of flaws associated with the model. 
Finally, it is important to note that, for a number of reasons, Lidl will need to look into their strategic plans regularly to ensure they are still implementing the correct strategy. A company’s needs can change rapidly. Thus, strategies leading to competitive advantages will need to be regularly evaluated.



2. Introduction

Originating in Germany in 1930, Lidl is a company who have experienced huge success, with the first Lidl store in the United Kingdom being opened in 1994. According to (Lidl, N.D.), they currently employ “over 22,000 people” and “take pride in providing customers with the highest quality products at the lowest possible prices.” With that being said, it is important to note that although Lidl are attempting to gain popularity through maintaining low prices, they still only have a market share of 5.9%, although this is their “biggest UK grocery market share” as stated by (Makortoff, 2019). In order to develop a strong competitive position, Lidl will have been utilising a strategy and will continue to do so. Their competitive strategy could be any number of things and will be identified and critically evaluated throughout the course of this report.

2.1.    Report Remit

This report seeks to realise the competitive strategy used by German retailer Lidl to gain market share, which could be any number of things. Following this, the strategy will be critically evaluated, with examples of implementation mentioned throughout. The evaluation will include both advantages and drawbacks of the strategy, with recommendations for the future completing the report. Also, there will be an evaluation of the competitive advantage provided by the strategy, if there is one.

2.2.    Background of Lidl

According to (Prabhat, 2010), “Lidl was formed in 1930,” and has “headquarters in Neckarsulm.” As aforementioned, the first ten Lidl stores within the United Kingdom was opened in 1994 and has since experienced great success. For example, (Myell, 2014) says that the company sells approximately “100,000 lobsters at Christmas.” The company, (Lidl, N.D.), state that they mostly use products from their own label, whilst limiting the number of products that may be found in store in order to ensure that “your precious time is not spend sifting through endless versions of products you don’t want.” This simply means that they select products based on what they believe the consumer wants to see and puts them at the heart of the company. What is more, (Farrell, 2019) mentions that from the 1st of May, Lidl began to trial the removal of 9p bags for life. “If successful, the initiative will be extended to each of Lidl’s 740 stores” and may save up to “a claimed 2,500 tonnes of plastic annually, or 80 million bags.” As evidenced by this, Lidl has a goal to become a more environmentally-friendly company.

2.3.    Definitions of Major Concepts

Firstly, (DeFlander, 2016) states that “strategy is choice” and then goes on to explain that “the core of strategy is basically making a choice in a certain industry.” Apparently, the two building blocks are segmentation and the value chain, essentially meaning that a company must decide who they would like to target their products or services towards and how to draw in customers following this. Put simply, “a strategy is a framework for making decisions about how you will play the game of business” as defined by (Latham, 2017).
Furthermore, “business-level strategy is used to obtain a customer base and sell a product at a profit” according to (Garcia, 2018), who also states that “corporate-level strategy… is used when deciding what business units to sell and purchase and how to integrate operations and find synergies between them.” It is important to realise that both types of strategy can be important to a company, but that they are separate entirely and are used for different purposes. Most commonly used are business-level strategies. According to (Leonard, 2019), there are five types of business-level strategy, namely “cost leadership, product differentiation, focused differentiation to a small market niche, focused low cost strategies and integrated approaches.” In other terms, these are Porter’s Generic Strategies.
Following on from this, it is imperative to mention that Porter’s Generic Strategies are “referred to as generic as they can be applied to products, services across all industries, and in organisations of a variety of sizes” as highlighted by (Business Balls, 2019). According to (Porter, 1985) himself, there are five generic strategies that can be used in order for a company to gain a competitive advantage. Cost leadership, as outlined by (Riley, N.D.) is attempting to achieve the objective of becoming “the lowest-cost producer in the industry.” This means purchasing at as low of a cost as possible, in turn being able to sell out the product at a profitable price. Differentiation is the actions of a company to “develop product uniqueness and attractiveness to engage customers” as evidenced by (Capism, 2015). It is widely thought that if you own a product or service that is totally unique to you, or as unique as it can be, you will have power over potential competitors. “A focused differentiation strategy means targeting a small number of customers with differentiated products” as defined by (Kokemuller, N.D.). This is further backed by (Open Text B C , N.D.), who states that “a focused differentiation strategy requires offering unique features that fulfil the demands of a narrow market.” Put simply, this means that there is demand for things such as highly-personalised products within niche markets. A focused low-cost strategy has been described as attempting to “focus on a small niche and try to be the lowest cost provider in the market for that specific niche” by (LaMarco, 2018). This means focusing on one segment of the market and attempting to provide them with a high-quality product at an affordable price. Companies can also take an integrated approach, which according to (Bivainis & Tuncikiene, 2007) “is one of the most complicated” methods of strategic planning. An integrated approach “sees planning as a continuous effort of learning and adaption to needs and opportunities that dynamically emerge from daily practices” as mentioned by (Bolisani & Bratianu, 2017).
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As seen in figure 1 above, Porter’s Generic Strategies include three main strategies, which may be expanded on. (Unknown, N.D.)
It is the opinion of (Jegers, 1994) that the framework of Porter’s Generic Strategies is not unflawed as “its usefulness for the description of other firms’ strategies is unclear.” This means that although the model can be used to gain a competitive advantage, it fails to allow a company to see what type of strategies are being implemented by potential competitors.
Having said that, there are also positives to Porter’s Generic Strategies, which include, but are not limited to the fact that they allow firms to “develop tremendous expertise about the goods and services that they offer.” In other terms, it allows them to see their product or service inside and out in order to figure out how they are going to gain a competitive advantage through using it.
Finally, a competitive advantage is described by (Riley, 2019), as being “a sustainable advantage that a business has over competitors that enables it to succeed in the market.” For example, a company may offer a service like no other or sell a product for a fraction of the price that others are selling it for. This draws in new customers and encourages existing customers to make repeat purchases.

3. The Strategic Approach of Lidl

Lidl themselves have stated on their website that their vision is to enhance their customers lives “by providing quality products at market leading value, whilst ensuring that customer satisfaction is at the heart of everything we do.” (Lidl, N.D.) also states that their mission includes “constantly innovating and optimising” an efficient process that is “driven by technology and people” in order “to ensure market leading quality and value.” This evidences the fact that Lidl strives to be a cost leader in order to be a price leader. A company who is trying to be a cost leader is typically “operationally efficient.” They also are able to use economies of scale in order to reduce costs. For Lidl, this means that they are able to provide customers with products at an affordable price whilst still making a profit. In turn, this draws in the attention of potential customers, whilst encouraging people who already shop at Lidl to shop with the company again.

3.1.    Implementation of the Strategy

Firstly, (Bentley, 2018) states that “around 90 per cent of the products at Lidl are own-label brands specifically made for the company.” This means that Lidl are able to control manufacturing costs, including fixed costs and some variable costs, enabling them to become a cost-leader and maintain that position.
What is more, (Amadeo, 2019) states that “economies of scale are cost reductions that occur when companies increase production.” This is ideal for Lidl, who produce their own products alongside buying branded products to sell instore. As a part of the strategy that Lidl currently implements, this contributes to a competitive advantage.
Additionally, as aforementioned, Lidl is extremely proud of the “efficient” processes that they implement and constantly strive to update. This is one of the characteristics of a company who is a cost-leader within an industry.

3.2.    Advantages of the Strategy

Whilst there are a variety of advantages of becoming a cost-leader, the first to be mentioned will be the reduction of competition if the plan is successfully implemented. According to (Regoli, 2019), companies who have successfully implemented the cost-leadership strategy “are able to offer a superior pricing model to their consumers” and new competition within the market is “limited because competitors may struggle to achieve the same price.” Most businesses strive to be the best at what they do. For Lidl, this means producing the lowest possible costs in order to make products available to the consumer for a lower price than their competitors. Essentially, the main advantage of this strategy is that it allows you to outperform competitors.
A further advantage of being a cost-leader is the building of barriers to entry. As brought up by (Riley, N.D.), “barriers of entry are designed to block entrants from entering a market profitably.” This makes a market seem less desirable, thus making potential new competitor less confident in their ability to strive within the market you operate in. Due to this, they will be less likely to attempt to enter the market, which ensures that the level of competition does not increase. In turn, this will take some of the pressure off Lidl.

3.3.    Disadvantages of the Strategy

Despite the pros listed above, there are still some drawbacks to being the cost leader. Competitors already operating within the market will be likely to attempt to start a price war with Lidl. For example, (Duncan, 2018)states that Lidl “vowed to remain the cheapest option for customers” even when Sainsbury’s claimed to be set to “reduce the cost of everyday items by 10 per cent.” This is evidence of Lidl wanting to be the cost-leader, despite the competition within the market attempting to begin a price war. This is a risk for Lidl because there is pressure to keep prices as low as possible whilst still making a profit, which in some cases may mean cutting prices more than they already have been. They are vulnerable to other low-cost operators, such as Aldi.
Furthermore, it can be difficult for companies to sustain a low-cost strategy. In time, Lidl may have to make cuts in areas such as customer services or logistics, among other things. This is a risk because, products may be damaged or faulty and runs the risk of “driving away some customers who seek better service,” according to (Hassan, 2015).

4. Conclusion

In conclusion, although there are a number of possible strategies for Lidl to use, they currently are using the cost leadership strategy in terms of Porter’s Generic Strategies. They implement this strategy in a number of ways. For example, they produce their own products, which enables them to have total control over the production costs. Also, they use economies of scale in order to be the lowest cost producer, in turn becoming the low-cost option for the consumer. Using this strategy has allowed Lidl to grow its market share and to continue to compete with Britain’s supermarket giants, such as Tesco, Asda and Sainsbury’s. Following on from that, Aldi is the other low-cost option available to consumers, but Lidl still manage to implement the low-cost leadership strategy well enough to be more desirable to the customer than Aldi. Having said that, there are drawbacks to the model. For example, it is not able to show the company what strategies are being used by other companies and is also unable to give them a snapshot of the future. For these reasons, it is important to note that, despite Lidl implementing a low-cost strategy, they must also look into other information in order to see the full picture.

4.1.    Recommendations

It is recommended that Lidl continues to implement their current strategy for the foreseeable future. The cost leadership strategy has been proven to work for the company and has not yet been outdated. As it stands, Lidl are the low-cost option for the consumer, giving them some power.
Additionally, it is recommended that Lidl look into other sources of information to go alongside Porter’s Generic Strategies due to the fact that there are a number of flaws associated with the model. These flaws include, but are not limited to the fact that the model is not really capable of showing a company the whole picture. For example, the model is not able to let the company see what strategies are being implemented by their direct competitors, or any other company for that matter.
Finally, it is important to note that, for a number of reasons, Lidl will need to look into their strategic plans regularly in order to ensure that they are still implementing the correct strategy. What the company needs now may not be what the company needs in, for example, a year’s time, or five years’ time, meaning it is important to re-evaluate strategies regularly. 
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