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Executive Summary

This paper shows the reader the strategy Lidl follows and how it works within their company. Lidl is one of the most popular supermarkets in the UK for its low cost and good food. The models that will be used in this paper will be porter’s generic strategy this model will show how it works within a big company like Lidl.
The aim of this report is to show the reader how Lidl’s has become the most popular supermarket in the UK whilst following strategies to save money for their company and for consumers. This paper will show many good points about Lidl, for example, their low prices, but there are also disadvantages such as the competitors they may face. 



















2.0 Introduction
2.1 Report remit 

This report will critically explain the competitive approach which Lidl has applied in a bid to improve its existing competitive situation, demonstrating examples such as porters 5 forces. This report will also show a critical assessment of the drawbacks to this method, which Lidl will require to alter so they can adjust their growth so they can be popular in the future. 
2.2 Background of Lidl
In 1973, the original modern Lidl shop launched in Ludwigshafen, Germany, the company only recruited 3 members of staff and roughly 500 items, this diminutive shop developed the institute of Lidl’s far-moving development. Throughout the 1990s, Lidl’s started launching shops elsewhere instead of Germany and within a limited amount of years, Lidl had shops all around Europe (Lidl, 2019).
Lidl’s currently run 10,800 stores through 32 countries and hire more than 280,000 individuals worldwide. Their aim is to present consumers with the greatest condition fresh produce, meat, baked items, and household items at the lowest viable costs.
In June 2015, the company created a U.S. head office in Arlington, Virginia. They now sell their award-winning items in more than 70 retailers in nine states throughout the East Coast (Lidl, 2019).

Lidl’s has a company vision they want to enhance the lives of consumers, by delivering value products at market leading cost, while making sure that consumer satisfaction is at the core of everything they do (Lidl, 2019).







Lidl’s also has a company mission the organisation aims to provide exceptional client satisfaction. Lidl’s wants to make sure market-leading excellence and cost by continuously transforming and improving their economical procedures, powered by technology as well as individuals. The company wants to operate with additional business associates in a sustainable relation, providing confidence to local areas. Lidl’s have long terms aim such as to reach long term accomplishment by investing in the employment, training, and advancement of employees (Lidl, 2019).

In 2019 Lidl was awarded the UK’s Best Value Retailer. They were acknowledged for its constant attempts to maintain the prices and keep them low while keeping consideration of its broader social responsibilities and sustainability. Lidl’s was praised for its dedication to company responsibility and challenging misunderstandings that lean discount models were not consistent with staying viable. During this swift growth, social responsibility and sustainability continue to be the main goal of Lidl’s day-to-day jobs. In 2015 the company developed the first initial British supermarket to implement the Living Wage, as suggested by the Living Wage Foundation, financing millions in pay rises (Lidl, 2019).

2.3 Definitions of Major concepts
The strategy has been explored for decades by company managers and by business theorists. However, there is no conclusive answer regarding what strategy is (Mindtools, 2019).
An explanation for this is that individuals believe in strategy in various aspects (Mindtools, 2019). For example, individuals think that you should analyse the current situation sensibly, expect adjustments in a company’s marketplace or business, and, from this, strategy how the company will be successful in the upcoming future. Others believe that the future is hard to predict, and they would rather develop their strategies naturally (Mindtools, 2019).
Gerry Johnson and Kevan Scholes, writers of "Exploring Corporate Strategy,” believe that strategy establishes the leadership and opportunity of an organisation for the long term, and they say that it must establish how supplies should be constructed to connect the demands of markets and stakeholders (Mindtools, 2019).

Michael Porter, a strategy specialist, and lecturer at Harvard Business School highlights the requirement for the strategy to outline and connect an organisation's exclusive position and declares that it must regulate how organisational resources, skills, and capabilities must be combined to generate competitive advantage (Mindtools, 2019).
An organisational strategy is the amount of the measures a firm assumes to take to achieve long-term targets. Collectively, these measures create a business strategic plan. Strategic proposals take at minimum of a year to be completed, needing participation from all business stages. Leading management generates a bigger organisational strategy, whilst central and lower management implement targets and intends to achieve the total strategy step by step (Johnson, 2019).
The business-level strategy concentrates on exactly how to achieve and satisfy consumers, present supplies and essential services that meet their requirements and expand operational profits. The business-level strategy concentrates on placing itself alongside rivals and staying up to date on market movements and technology alterations (Garcia, 2018).
Corporate strategy explores accomplishments on a higher level. Corporate strategy is concentrating on acquiring a combination of business elements that will permit the business to achieve as a whole (Garcia, 2018).
The key challenge for business strategy is to discover a method of accomplishing a sustainable competitive advantage over the additional challenging products and companies in a market.
A competitive advantage is an improvement over rivals achieved by proposing customers better value, which could mean reduced costs or by offering better advantages and maintenance that supports greater costs (tutor2u, 2019).

Porter's Five Forces of Competitive Position Analysis was created in 1979 by Michael E Porter of Harvard Business School as a straightforward structure for reviewing and assessing the viable power and status of a company organisation (CGMA, 2013).
This model is centered on the idea that there are five forces that define the competitive strength and desirability of a marketplace. Porter’s five forces support to pinpoint where control remains in a company position. This is beneficial in identifying the power of a company's existing competitive situation, and the strength of a situation that a business might consider moving into.
Strategic experts frequently apply Porter’s five forces to identify whether different items or services are possibly beneficial. By identifying where control lies, the model can additionally be applied to detect areas of strength, to develop vulnerabilities and to prevent errors.
Porter's model has used many businesses as it is can be used in every sector of the economy to recognise the intensity of competition surrounded by the business and improve a corporation's long-term profitability (Chappelow, 2019).
There are three generic strategies for organisations as they can be used for products or services in many businesses and to organisations of many volumes (Mindtools, 2019). 

Porter described the generic strategies as Cost Leadership, Cost Focus and finally Differentiation Focus (Mindtools, 2019)
[image: Porter's Generic Strategies Diagram]
                                         Figure 2.3.1 Porters Generic Strategies
Figure 2.3.1 shows four different areas that define the approach of an organisation. This model explains exactly how a company follows a competitive benefit through its selected market range. A business decides to engage in one of two categories of competitive advantage, either lower costs instead of its competition or by distinguishing itself alongside elements valued by consumers to control a higher cost. The generic strategy indicates the options produced concerning equally the sort of competitive advantage and the scale (University of Cambridge, n.d.).





3.0 Main Body
Cost leadership is a phrase applied once a business ventures itself as the lowest company or supplier of a specific product in a competition. It is challenging to implement the tactic as the management will be required to continuously work on decreasing prices at every single stage to stay competitive (The Economic Times, 2019).
Cost leadership is an element of a marketing strategy. Even Though it is very efficient in securing market share as well as attracting the consumer's interest, it is challenging to implement. The management team of a business has to continuously operate about decreasing the price of not just a few products, but the whole selection of items in the business's collection. Cost leadership does not imply that a business creates supplies that are of substandard value at relatively inexpensive costs. That approach will eventually lead to failure. To implement this approach, a business needs to create supplies which are of satisfactory value and particular to a range of consumers at a cost which is considerably lower or competitive than additional businesses delivering a similar product (The Economic Times, 2019). 
Customers are always looking to improve their buying power and if that can not be accomplished during an income rise, then purchasing more at a lower cost is the next greatest option. Organisations who seek to be cost leaders tap into this prospect to offer the standard customers good items at good costs. 
Lidl’s follows this strategy as the organisation keeps prices low on products. Many other companies such as Tesco and Asda also follow this strategy, therefore, this could be a threat to Lidl as numerous companies are trying to provide the same service, this could then lose clienteles as they may discover a better deal at an alternative supermarket.
3.1 Implementation of the strategy
In 2015 Lidl had very strong sales which made them achieve over 10%  on UK grocery sales.
Ever Since 2011 Lidl’s have witnessed their UK sales more than double, as their cost leadership strategy has reverberated with customers post-global economic calamity
Lidl propose a restricted assortment of own branded products at a very competitive cost (Future learn, 2019).
Almost 90% of the manufactured items in Lidl retailers are private-label brands. These are items produced exclusively for Lidl’s. The advantages of offering these products are, Lidl’s slices away the wholesaler, this, therefore, reduces some extra expenses from a provider. The business also holds more influence on production expenses and can establish its own costs. This suggests that manufactured items can be marketed for higher limits than nationwide labels, as the original prices are considerably lower (Hanbury, 2017).

Additional UK retailers have also endorsed strategies, up until recently as supermarkets have been severely dependent on value promotions. This may have a disturbing impact on the requirement pattern not just for the products on offer, but additional items in a similar classification, and frequently not directly associated products (Future learn, 2019).
Lidl's achievement is a brilliant strategic position between their business and supply chain tactics, which consist of a breakdown. This allows Lidl to be more efficiently balanced with requirements and supply. With additional stable and foreseeable under-lying demand patterns, this eliminates the necessity for expensive defenses against ambiguity throughout the supply chain. They operate carefully with providers to reduce supply chain costs, so they are capable to present an actually low cost to customers (Future learn, 2019).
LIDL has implemented numerous marketing approaches to establish and retain its brand visibility in the customer market. Times have shifted it is not sufficient to just present the good quality at fair costs, but the company needs to bring in the consumer to store so that the individual can make a purchase.
Lidl retailers are lightly staffed to maintain labour costs. To reduce the quantity of social interaction, Lidl has effective equipment and automation (Hanbury, 2017)..
 Lidl has implemented both above-the-line and below-the-line marketing strategies to entice customers. Lidl’s understand the requirement to propose the consumer some type of excitement to produce consumer awareness and bring in clients to the supermarket. 
Lidl’s has introduced advertisement promotions through broadcast and graphic media in numerous outlets of television, newspapers, magazines, and leaflets. The business uses digital marketing and delivers SMS and updates to its frequent consumers notifying them regarding the newest offers (Bhasin, 2019). 
Lidl has succeeded in using the cost leadership strategy as Lidl’s is one of the cheapest grocery stores. Lidl’s has shown consumers they are able to keep prices low but also give good quality items.
3.2 Advantages and Disadvantages of the strategy 
There are advantages and disadvantages to cost leadership, for example, it provides better for profits for organisations. Cost leadership focuses on low cost within an organisation, by decreasing development and manufacture prices, it becomes potential for greater profit margins to appear. When competitive costing is accessible, with larger margins instead of what additional businesses are able to accomplish, then an organisation will earn more business because they are presenting a greater cost proposal to its customers. Lidl has followed this strategy; they keep prices low for consumers this, therefore, means that customers will keep coming back as they are finding better offers that may not find in another supermarket (Future of Working, 2019).
When prices are lower for an organisation, then there are fewer economic risks that might put the company out of business. Sustainability develops a huge benefit when economic conditions become bad. When a cost or market war occurs, or there is a recession in the regional market, it is the businesses with the smallest price of doing business that will get the utmost opportunity at survival (Future of Working, 2019).
The disadvantage of this strategy is that it can affect economic reductions in crucial parts that damage the business. It is a valuable aim to retain a low-cost position. Numerous leaders shadowing this approach will discover methods where income can be salvaged from the existing plan. There are additional risks now that certain cost leaders might consider to cut costs in crucial parts of the business, for instance in their customer service department. Though the cost is good for the customer, the consumers who integrate the cost of consumer assistance into their price estimates will stay away from the company (Future of Working, 2019).
It lessens the significance of customer feedback. When companies are concentrating mainly on the value of the products or services being suggested, then it turns out to be easier to disregard how the market changes over time. Clienteles are constantly developing their partialities and perception of certain products. If the company's attention is to uphold a service or product and just reduce its cost, you’ll find that some customers will pay more to go with a competitive product because it is better to meet their needs (Future of Working, 2019).
4.0 Conclusion
To conclude this paper cost leadership is a very valuable strategy for Lidl's as they keep prices low and customers happy. By using this strategy Lidl's has become one of the best supermarkets for good quality food at low prices. Cost leadership is helpful to Lidl but is all a threat as many other supermarkets have noticed the impact of this strategy this, therefore, means they will introduce it when selling products, Lidl's need to be careful as many companies are using this strategy and they may face problems by losing customers as they may have found a better deal in another supermarket.





5.0 Recommendations 
The recommendations for Lidl would be that they should keep to their low prices as it is very popular with customers as it affordable and the quality of food is excellent.
Lidl’s should also do an online website for customers who may not be able to come to their local Lidl’s store. Online shopping has become a massive achievement for many supermarkets, and it has also improved the supermarkets brand image. For Lidl’s to contend with the bigger supermarkets in the upcoming future, they should build an electronic shopping service. The era we now live in where expenditure is strongly influenced by technology it would be unwise of Lidl to disregard an opportunity that would gain more sales and customers.
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