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1. EXECUTIVE SUMMARY 
In this report I have identified the competitive strategy that Lidl have utilised in order to develop their current competitive strategy and give examples of the actions they have taken to accomplish their strategy. Lidl is a well-known supermarket who sell their products with the highest quality and the lowest prices. Lidl was a brand founded in Germany and is now one of Europe’s leading food retailers. Lidl’s competitive strategy is low cost leadership. Low cost strategy is how a company produces and delivers products of good quality at lower costs than other companies. Lidl only stock cheap products that sell quickly together with certain ranges that come as an ‘in/out’ promotions with world food themes such as French week, Spanish week or Greek week. However, there are advantages and disadvantages to this, Lidl are less affected by its competitors because they lower their costs to compete with other companies and retain market share. On the other hand, Lidl could lose sight on keeping up with trends and the customers wants. This can result in customers going elsewhere, low costs are not the only thing to guarantee customers. I recommended that Lidl could benefit from concentrating on a bit more on market trends and customer wants, rather than just low costs and that they could promote their brand via social media.











2. INTRODUCTION 

2.1 REPORT REMIT 
In this report I will be identifying the competitive strategy that Lidl have utilised in order to develop their current competitive strategy and give examples of the actions they have taken to accomplish their strategy. I will be looking at Lidl’s background and their vision for their store. I will then be critically evaluating the competitive strategy that Lidl have utilised in the development of their competitive position, I will be using Porter’s Generic Strategies to identify their strategy and competitive advantage. My evaluation will recognise the advantages and disadvantages of their strategy in the current environment. Lastly, I will make appropriate recommendations for ways forward for the organisation, based on my findings. 

2.2 BACKGROUND OF THE ORGANISATION 
Lidl is a well-known supermarket who sell their products with the highest quality and the lowest prices. Lidl was a brand founded in Germany and is now one of Europe’s leading food retailers. The first Lidl opened in 1973 in Germany, Lidl then expanded internationally and opened its first store in France in 1989. In 1994 the first British Lidl was opened then moved to the United States in 2007. Today, Lidl have over 760 stores in Britain, with 13 of those being regional distribution centres where they deliver fresh, quality produce across Wales, Scotland and England (Lidl, n.a). Their vision is to enhance the lives of their customers, be providing them with quality products at market leading value. Lidl look to continue to grow and expand through development and continuous improvement in their stores. Lidl are also a sustainable company, according to Lidl, sustainability is a key indicator of quality. In this regard, they hold themselves to a high standard and aim to provide transparency around their sustainability initiatives so customers can make informed decisions before they shop with Lidl (Lidl, n.a). 






2.3 DEFINITION OF MAJOR CONCEPTS 
To demonstrate Lidl’s strategy and competitive advantage, I will be using Porter’s Generic Strategies model. Porter believed that by understanding the level of competitiveness, you could determine the success of an organisation. Porter believes there are five factors, or five forces acting upon your organisation that will determine this: competitive rivalry, threat of new entrants, threat of substitution, supplier power and buyer power (Professional Academy, n.a). Rivalry among existing competitors is determined by how profitable and competitive an industry is (Porter, 2008). He also believed that there were only four fundamental strategic options available to organisations: Porter’s generic Strategy Options. 
However, Datta implies Porter’s generic strategies are too broad. It is not his logic that is flawed, but his basic premise that prescribes cost leadership strategy as the only route to market share leadership, and presents a narrow view of differentiation with a unique product—sold at a premium price—on the one hand, and a “standard, or no-frills” product on the other (2010). 
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FIGURE 2.3 - PORTER’S GENERIC STRATEGIES. 





 Lidl’s biggest competitor is Aldi. Aldi, like Lidl, is a supermarket who sell their products at a low cost. This organisation also started in Germany in the 1900s and is now one of the best supermarkets in Britain (Aldi, n,a). 
I will be focusing on low cost leadership and differentiation as these are the two main strategies Lidl are focusing on. Lidl’s aim is to be the lowest cost producer in the industry, they continually focus on cost reduction e.g. black Friday deals and their competitive advantage comes from being more operationally efficient. Lidl’s combination of low-cost production and low selling price on their products, is what makes them unique to other supermarkets. 
Reading suggests the lowest cost producer can provide the product or service at a lower cost than any competitor (2002). “Cost leadership as a generic strategy does not imply that the company will market the lowest price product or service in the industry” (Thompson, 2001). Thompson also argues it is an organisation’s aim to secure a cost advantage over their rivals, price competitively and relative to how their product is perceived by customers and achieve a high-profit margin (2001). Lidl have the appropriate mix of low prices and low-cost production, therefore being a step ahead of their competitors. One way Lidl keep their costs down is by choosing to not offer online grocery shopping. Lidl explained that having an online grocery business is costly and that they do not have plans to enter the online groceries business in the short term.
Furthermore, differentiation occurs when the product of an organisation meets the needs of some customers in the marketplace better than others. A differentiated product can charge a higher price than its competitors, making a higher product than their rivals. Lidl don’t necessarily have a high level of product differentiation, however, their quality of meat puts their meat sales higher than other supermarkets. Stuyck suggests product differentiation means both differentiation between a firm’s own products and differentiation from other firm’s products (2013). 



Lidl explained that they sell some branded products, and this is part of their differentiation with their competitor Aldi. Lidl noted that discounters, such as their business or Aldi, cannot satisfy shoppers who want to have predominantly branded products in their basket, as their range of branded products is very limited in comparison to traditional grocery retailers, such as the big four (Competition and Markets Authority, 2018). Also in 2018, Lidl stated that customers shop at their stores for two main reasons: convenience and prices. Lidl indicated that the online grocery shopping services offered by the large grocery retailers can have an impact on their business. 
Lidl’s British suppliers have been supplying to them for the last 25 years, they work with local businesses and will continue to do so to expand their British sourcing. Lidl are committed to investing in the British Food and farming economy. They believe by being part of the world’s biggest retail network and having British local suppliers, it means that they are able to broaden their suppliers’ market and promote the best of British produce (Lidl, n.a). By supplying from local businesses, Lidl believe they are saving on production costs and supplier costs.
Customers have sufficient bargaining power in markets where it is easy for them to switch between different products/services and the more knowledge the customer has about the product the greater their bargaining power will become, as they will be more aware of the product or service and its benefits or features. “Buyers of the emerging industry’s product or service are inherently buyers, particularly first-time buyers” (Porter, 2008). Buyer power is extremely high in Lidl’s case as without buyers they have no profit. Lidl state that customers shop in their stores as a ‘top-up’ shop and it isn’t customers first choice of store.




3. MAIN BODY 
Lidl has taken cost leadership as their main approach. Griffin states cost leadership strategy is a strategy in which an organisation attempts to gain a competitive advantage by reducing its costs below the costs of competing firms (2007). By keeping their costs low, organisations are able to sell their products at low prices, whilst still making a profit. “A company having low-cost leadership when extends its value to customers expectation, can further strengthen its strategic position in the marketplace”, (Alagse, n.d). Low cost strategy is how a company produces and delivers products of good quality at lower costs than other companies. For a company to improve its efficiency strategic planning is involved, mainly based around cost reduction initiatives. Organisations can increase market share by going from the lowest cost producer to lowest cost products supplier. 

3.1 IMPLEMENTATION OF THE STRATEGY 
Lidl only stock products that sell quickly together with certain ranges that come as an ‘in/out’ promotions with world food themes such as French week, Spanish week or Greek week. Lidl also try the range of products that are required for a weekly shop, however, they do not offer a large number of products because how they operate is a limited range one. Lidl’s range in British stores is sourced mainly from British suppliers (as I previously mentioned), and the rest from overseas suppliers e.g. pineap-ples. The company source some products outside the UK because they are simply not available here, mainly exotic fruits. Lidl use a low-cost strategy because they find that the majority of shoppers in the UK do not consider them as their first shop of choice, but they use as the shop to buy basic products and then top-up somewhere else (Competition and Markets Authority, 2018). Lidl have procedures they follow in order to keep their low-cost, high-quality store status: customer satisfaction, superior quality for the lowest price possible, as it determines their position in the market and their continued growth that is determined by expansion and constant improvement in their stores (Lidl, n.a).



3.2 ADVANTAGES AND DISADVANTAGES OF THE STRATEGY
Porter argues that the core concept to a low-cost strategy is a low-cost leader's basis for competitive advantage is lower overall costs than competitors. Successful low-cost leaders are exceptionally good at finding ways to drive costs out of their businesses (1980). There are many advantages to Lidl’s low-cost strategy as the cost leader is better than its competitors by its cost advantage. Lidl are less affected by its competitors because they lower their costs to compete with other companies and retain market share. For many buyers the price of a product is significant, rather than its quality, Lidl is relatively safe as long as they keep up their low costs. 
Hill and Jones suggest the principal dangers of the cost leadership approach lurk in competitors’ abilities to find ways to produce at lower cost and beat the cost leader at its own game (2008). Competitors’ ability to copy the cost leaders methods to their low-cost strategy is another threat to the cost leader. Also, sometimes by focusing on keeping costs low, Lidl could lose sight on keeping up with trends and the customers wants. This can result in customers going elsewhere, low costs are not the only thing to guarantee customers. Another disadvantage Lidl have is not related to their competitive strategy, but is related to their marketing strategy. Lidl use television advertisements and magazines in the mail, but not social media. Social media is one of the most popular advertising platforms, however Lidl do not use this.












4. CONCLUSION 
In this report I identified that the competitive strategy that Lidl have utilised in order to develop their current competitive strategy is low-cost leadership and the actions they have taken to accomplish their strategy. I looked at Lidl’s background and their vision for their store. I then critically evaluated the low-cost strategy that Lidl have utilised in the development of their competitive position, I used Porter’s Generic Strategies to identify this. I discovered that Lidl use a mix of low costs and non-branded items to their advantage in their competitive strategy against their competitors. I also recognised the advantages and disadvantages of their strategy in the current environment. Lastly, I made appropriate recommendations for ways forward for the organisation, based on my findings.

4.1 RECOMMENDATIONS
For Lidl, there are a few recommendations for them to progress as an organisation in the marketplace: 

1. Based on the disadvantages of Lidl’s competitive strategy I previously mentioned, Lidl could benefit from concentrating on a bit more on market trends and customer wants, rather than just low costs. By Lidl investing in more market research, they could possibly deter the threat of new entrants and beat their existing competitors. 

2. Lidl could also look at promoting their brand in different ways. They currently use television advertisements and magazines and leaflet ads in the post. Although these methods are effective, advertising through social media would benefit Lidl greatly as social media is currently one of the most used platforms for business advertisement. 



3. Lastly, Lidl could investigate the potential of creating a USP for their brand. Lidl are known for low price products but not much else, the organisation could find it advantageous to sell a niche set of products or anything specific to them as a brand to help maximise profits.
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