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1. [bookmark: _Toc496043657][bookmark: _Toc25659093]Executive summary


The purpose of this report is to analyse key concepts and porters generic strategies in context with the company Lidl, Lidl is a discount store that was originally founded in Germany and has now become a company that operates in many other countries including the UK and the United States. Porters generic strategies most relatable strategy for Lidl was cost leadership which Lidl incorporate very well due to the way they operate as they cut down on cost by reducing manual labour and purchasing large quantities of products in bulk. This strategy however does have its limits as it can be easy to imitate as a large business  as businesses can follow suit and cut prices causing a potential price war however  the strategy creates economies of scale  as a deterrent for  competitors .recommendations included to continue to operate as they are as they already have a lead in their segment  or they could  seek out to try  the  differentiation as their brand is getting more and more well known 


2. [bookmark: _Toc496043658][bookmark: _Toc25659094]Introduction
In business there are a plethora of different strategies that they can apply to their business model and it is key that the business picks the right strategy for their business so in this report there will be definitions of key concepts such as the different levels of strategy and the idea of competitive advantage and the importance of it. There are ways to identify the different strategies which would be theories such as Porters’ generic strategies which is a way to put businesses into different categories and classifications in depending how they run their business. In the case of this report, Lidl is the business that will be looked in to for Porters’ generic strategies and see what category they fall under. This report is looking into the theory of Porter’s generic strategy and what that means in terms of competitive strategy alongside this the advantages and disadvantages of the model they use and how it is implemented. 
2.1 [bookmark: _Toc496043660][bookmark: _Toc25659095]Background of the organisation


Lidl is a German discount store who pride themselves on being a low-price brand by driving their prices down you can see this just by their slogan “big on quality, low on price”. they were founded in originally in the 1930s as an individual seller but has since evolved into a larger store and eventually moved over to Great Britain in 1994 which then they employed 22000 people. Later in the 2000’s was named the leading discount store. Their mission statement 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” (Lidl,2019) additionally their reach is expanding in to the united states as well when in “June 15, 2017 Lidl began its US infiltration with the opening of 10 stores across three states, with 90 more stores anticipated to be in operation by mid-2018”(MarketLine, 2017).


2.2 [bookmark: _Toc25659096]Definitions of Major Concepts

2.3.3 Strategy
Strategy is key for any business as going in without a strategy could be disastrous for a business, strategy is “long-term direction of an organisation” (Johnson, 2017) this is so that a business knows what they are doing however in a more business context it 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,2009)  there are a plethora of different definitions as there are so many different types of strategy such as corporate, strategy and business strategy. the meaning of strategy has changed as now the “world’s understanding of what “strategy” means in a business context has evolved considerably over the last fifty years” (Johnson,2016)
2.3.2 Business level strategy
Business level strategy is focused on an individual industry and market and is based on competing and positioning of businesses to win over the market segments  and is  “ concerned with questions of how to compete within a particular business” (beard,1981) these are important questions as knowing these could allow for a business to become better off if they know how to deal with the competition this makes business-level strategy is a “powerful predictor of other organisational phenomena” (Nandakumar et al,2010).



2.3.3 Competitive advantage 
Competitive advantage concerns a circumstance or a condition in which puts a business in a better position than its competitors according to one definition but according to an article there is not a clear definition and that it will continue to be a vast term and used in many ways but is not theoretically precise (Ma,2000)  
3 [bookmark: _Toc25659097]Porters generic strategies

[image: Image result for porters generic strategy]Porters generic strategy will be the focus of this report. Porters generic strategies which was created by Michael Porter in the 1970s it is a way to categorise different strategies depending on how a business runs and how they can pursue competitive advantage included in the genetic strategies is  differentiation, cost leadership and focus which splits in between the two previously mentioned making focus cost leadership and focus differentiation that can help to “outperform” other businesses (porter,2008)
[bookmark: _Toc25613614]Figure 1: Porters generic strategies 


3.1 [bookmark: _Toc25659098]Differentiation 

Differentiation is the idea that the business is working in a way to which the customer perceives as different and/ or better than an already existing service and at a business level ”differentiation strategy as part of business level strategy is resourcefully executed when the businesses gives exclusive or better significance to the buyer” (Abdullahi and Haim, 2017). 
3.2 [bookmark: _Toc25659099]Cost leadership 

Cost leadership is a business’s attempt to drive their costs down as low as possible so that they can potentially drive their prices down to have a perception of better value for money. so businesses will do their best in “reducing inefficiency and minimizing costs–as more important contributors to achieving the strategic objective” (Merlo &Lukas & Whitwell, 2012) this form of strategy if you are cutting costs and charging the same as your competitors can lead to a higher profit than competitors.
3.3 [bookmark: _Toc25659100]Focus

This strategy is a more niche and is targeted at very specific markets and this is where they can get the upper hand on other businesses by offering something that no one else offers which means you can have perceived higher value as you are one of the few that supply the niche product the advantage can also go one of two ways can either be from the lower price or through differentiating your product this is the reason you can have focus cost-leadership or focus differentiation.


3.4 Stuck in the middle
Stuck in the middle is what happens when a business try’s to use two of the strategy’s as they cannot commit to one of the strategies this is not advised as there is no decisiveness on what they want to do porter says that companies that do this "a recipe for strategic mediocrity and below-average performance, because pursuing all the strategies simultaneously means that a firm is not able to achieve any of them because of their inherent contradictions" (Porter 1990)
3.5 Issues with the model 
an issue with this model could include the fact that it may be considered outdated as it was written in the 1980s a lot has changed since then and businesses have evolved as according to a study the focus strategy to not be as viable in an e-business context and in today’s society most businesses will operate online “a strategy of focus will not be as viable as it has been in traditional business contexts” (Kim & Nam & Stimpert ,2004) however the other two still hold up however differentiation was proposed  to work better than cost leadership in the current context. This model also does not work well with the likes of small and medium enterprises(SME) as it they find it difficult to fit in to any of the categories as to do a cost leadership as it requires economies of scale similar to the idea of differentiation as a newer smaller business may find it more difficult as they may not have the resources to develop the brand as “Some of the commonly required skills and resources identified by Porter’s “Differentiation” strategy are not easily satisfied by SMEs.” (Lee,1999) and as focus/niche is linked to the two SME do not fit into any of the categories which means there may need to be a rework of the model. Also the other issue with the model is that the idea of being stuck in the middle being doomed is debatable as some businesses can be argued to have some traits from other parts of the model such as Lidl even though it uses cost leadership can be seen as differentiation due to the brand that it has developed over the years but this is just a minor link but to what extent could a business go before it does endanger its self. 
	





















	
4 [bookmark: _Toc25659101]Main body 
Lidl being a discount store it would make sense that they will adopt the cost leadership strategy as they cut costs where they can and work more efficiently because “Firms pursuing a strategy of cost leadership will benefit more from the use of leverage in terms of the increased managerial efficiency”( Valipour & Birjandi & Honarbakhsh,2012) an example is how their stores are laid out rather than a supermarket with aisles with rows of shelves the layout is very basic so that items can be put out with minimal effort so that less manual labour is needed as the idea of a cost leadership is to “optimize the operating efficiency of facilities”( Doyle, 2011  this allows them to have a structure that allows for lower costs and a potential for competitive advantage and potentially higher profit. this allows for a “powerful business structure which helps them to sell their products for unbelievable cheap prices” (Tomasevic & Spasojevic, 2018) 
4.1 [bookmark: _Toc25659102]Implementation of the strategy
Lidl with the cost leadership achieve their successful strategy by assuring that they cut costs where they can such as when they purchase their items at discount price by purchasing in bulk, also stores like Lidl tend to purchase goods that are close to their expiry date not so close as to run out before they sell but close enough to knock down the price and still be able to sell it to customers without the item going bad soon after purchasing. 
[bookmark: _GoBack]Additionally, they have a lot of private label brands that are exclusive to them so that they can cut out the middleman and spend even less money. They also have a high amount of buying power due to their limited range of products and as they  “own a number of their key supply chains and so are able to control cost and efficiency throughout the chain”(Lidl,2019) 


4.2 [bookmark: _Toc25659103]Advantages

cost leadership is a very good strategy in being able to efficiently operate and make more profit through lower costs but similar prices to competitors. Also  if done right the lower cost can have a knock-on effect as a business could then lower price  and by lowering the price just below the competitors could lead to the penetration of markets and allow this business to get an increased market share and an increased market share can result in the rising of profit (Amit,1986). This strategy erects barriers of entry that are in place to discourage other businesses into entering the market segment this can be done in a few ways an example being cutting costs (Pattnaik & Gaur,2018) which is viable for this strategy under cost leadership. An additional factor to the barriers is economies of scale “These economies deter entry by forcing the aspirant either to come in on a large scale or to accept a cost disadvantage.”(Porter,1979)
4.3 [bookmark: _Toc25659104]Disadvantages

having low-cost item can give the customer the perception that the product is not only cheap but is also low in quality and value so they may be deterred to purchase the items cause customers like to make sure that they have value for money. Cost leadership also creates susceptibility to other lower-cost operators as other businesses can imitate the strategy making it a less sustainable as “late entrants face lower barriers to enter and gain market share.” (Coeurderoy & Durand, 2004).
Thus when other low-cost businesses come into the market using this strategy can run the risk of starting a price war as a businesses will compete to drive their prices down as “price wars usually begin with one firm intending to grow its market share, which forces rivals to follow suit.” (Ma,2019) this could be dangerous for a business as if the price war goes on for too long it can lead to a business losing money as there have been cases where the price became so low that the dairy industry itself was in harm’s way where the formers were only getting 20p per litre which is not enough to live on and it’s a case of destroying an industry just to have lower prices but this becomes dangerous where “farmers say is great news for shoppers, but devastating for their business..” (Misstear,2015).

5 [bookmark: _Toc496043664][bookmark: _Toc25659105]Conclusion

The discussion above shows that there are different strategies that can be taken by businesses so that they can gain the all-important competitive advantage and this can lead to the business being the market leaders but at the same time smaller businesses struggle to fit in with the categories of this model and can find it hard to adapt its ideologies and with this new digital age some methods have needed change and some have become more viable than others due to the paradigm shift. Additionally, the document stated the idea that Lidl’s strategy of choice is cost leadership due to their low-cost model so that they can charge lower prices than others and using their operational efficiency to also cut costs so that overall profit is better. But with the advantages there are also drawbacks especially with cut prices that the business will have to deal with in order to maintain their spot as leading discount store.

5.1 [bookmark: _Toc25659106]Recommendations
1. One recommendation would be to just keep operating as they are getting the business that they need in order to survive while managing to keep customer satisfaction high.
2. Another would be to take a risk as businesses do and look more into diversification and branding which they already do even though under the model it would be doomed to fail however as stated previously times have changed which could make it more viable to look in to being “stuck in the middle”
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