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1.0 Executive Summary
The report explains the German multinational discount supermarket chain, which is Lidl, and the history of the business when it was set up, as well as how they expanded to 10,000 stores across Europe and the United States. To explain this Lidl-related report, Porter's Generic Model is used. Porter's Generic Strategy consists of four approaches that include the strategy of cost leadership, differentiation strategy, focus cost leadership strategy, and focus differentiation strategy (Porter, 2004)
The strategy that is associated with Lidl is cost leadership strategy. Cost leadership is a low cost strategy which means Lidl is operating and delivering products to its consumers with a lower cost. Lidl is achieving its goal on delivering its products with a relatively lower cost by displaying the products with a non-fancy boxes but with the boxes that is provided by the suppliers. Lidl also do cut on unnecessary lightings. Lidl do not spend on fancy lighting while they only use natural lights in the day and only uses non fancy lightings when lights are required. Other ways on Lidl are cutting their costs are by selling mostly fast moving items and by having private labelled brands on their products. (Johnson et al., 2008) 
There are many advantages and disadvantages that are associated with the strategy that is been used by Lidl such as for the advantages are it would provide a better profit for the organization since the cost are lower, improves the sustainability of the business and reduces their competition in the marketplace. All strategies have its own pros and cons and for this strategy the cons are it reduces product innovation as their goal is to lower down the cost, encourages low quality products which might affect the sales and it needs a large amount of sales to be successful.
Lidl should take into the consideration of the advantages and also disadvantages that are associated with the strategy and the best is to fully utilize the advantages and also make extra effort to minimize the disadvantages of the strategy to reach its competitive advantage in the market.


 Introduction
2.1 Report Remit 
The report's purpose is to discuss the Lidl company and identify their competitive strategy on their position in their organisation that they have implemented. The aim of this report is to analyse the actions taken to reach the strategy. In developing Lidl's competitive position, the competitive strategy will be evaluated by identifying the pros and cons of the current situation strategy. There are some recommendations for how Lidl can improve in the future based on the report. (Johnson et al, 2008)
2.2 Background of The Organization
Lidl is a German multinational discount store chain headquartered in Neckarsulm, Germany, with more than 10,000 stores spread across Europe and the United States. Dieter Schwarz, who also operates the retail chains of Handelshof and the supermarket chain of Kaufland, owns it. In several countries, including the United States, Lidl is the biggest rival for Aldi which to be the German retail store. Every European Union Member State has Lidl stores (Lidl, 2018). Lidl is committed to delivering excellent customer satisfaction, maintaining market-leading quality and value by continually innovating and improving their efficient processes, powered by technology and people, working in collaborative partnerships with business partners, making a positive contribution to local communities and, ultimately, achieving long-term success by investing in the welfare of the people. Their vision statement is to enhance our customers' lives by delivering quality products at market-leading value while ensuring customer satisfaction is at the heart of all they do. (Beauchamp and Childress, 2001)






Lidl was first established by the Schwarz family member as a grocery wholesaler in the 1930s. In 1973, the first Lidl store had been opened. Lidl already had approximately 33 stores across Germany by the end of 1977.  Lidl's impact was so heavy that at the end of the 1980s it became Germany's largest household name. Lidl began to grow its business to all other Countries in Europe in the 1990s, and presently Lidl is recognized as one of Europe's prominent food retailers that could be found in almost all European nations. Lidl opened the first ever store in the Great Britain in 1994 and also had gradual increase in the amount of stores that made them own about 400 stores 
around the United Kingdom today and more is scheduled to come. Lidl's long term plans are also to take out their stores to not only other European countries, but to non-European countries including Canada, Australia and Mexico. (Ketchen and Short, 2016)
2.3 Definitions of major concepts
2.3.1 Strategy
	According to Dess, Lumpkin and Eisner (2007), the concept of strategy has advance into a field of information in management, strategic management with the concepts and common sense thinking. It is done by carving out their part within the academics and business area. The term strategy has different meaning base on their scale and difficulty (Mainardes, Ferreira and Raposo, 2014). 
	Based on Mintzberg (1979), strategy can mean the guidelines, purposes, strategies, areas, agendas in attempting to prompt the concepts towards the definition (Mainardes, Ferreira and Raposo, 2014).
	According to Steiner (1979), some of the definitions he pointed out on strategy is that the importance in an organization that is done by the top management and the actions done to comprehend the direction is the definition of strategy. It also refers to the organization purposes and mission that is the basic directional decisions. Strategy is something that an organization should be doing to achieve the end results (Nickols, 2016). 



2.3.2 Business level strategy
	Business level strategy is the competitive success or failure within the industry that is relevant to the firm characteristics. A firm in each industry will compete separately in a business level strategy and the relevant characteristics will be measured towards the norms. 
	Based on Hofer and Schendel (1978), the strategy focuses on the business level on how to compete in a certain industry and market segmentation. The most important components of strategy at this level is competitive advantage (Beard and Des, 1981). 
	Business level strategy is also done by focusing an organisation's core competencies in either specific, individual product or service market such as on satisfying customer needs or preferences in order to achieve good returns.
2.3.3 Competitive advantage
	A competitive advantage is what makes product or services greater to all of the customer other choices. Based on Porter (1985), clear goals, strategies and operations must be created by the company to achieve sustainable competitive advantage. This is because a market leader will not be a leader forever (Amadeo, 2019). Amadeo, K. (2019)
	According to Reed and Defillipi (1990), the sources of competitive advantage are as frequent as activities in the firm. Based on Rijamampianina et al (2003), competitive advantage in which company gain from strategies include higher value, invention, lower cost, improved processes and marketing. Competitive advantage results by applying a value creating strategy not being implement by the competitors (Barney, 1991). Other than that, it can also result through implementing the same strategy with competitors (Johnson and Sirikit, 2002).
2.3.4 Porter’s Generic Strategies
	Based to Michael Porter, there are three important ways where firms could attain sustainable competitive advantage. They are called the Porter’s Generic Strategies which consist of cost leadership strategy, differentiation strategy and focus strategy. Cost leadership strategy is when firms utilize cost advantage and wants to become the low-cost producer in the industry. Differentiation strategy is when a firm wants to be unique and different if compared to the product and services in other companies. Focus strategy is when the company has a narrow scope and they segments their market into certain groups. (Porter, 2004)
	Porter strategies characterize the company strategic positions at the simplest and widest level. Porter maintains that when firms make a choice on the type and scope, its competitive advantage is achievable. (Porter, 2004)
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                        Source of Competitive Advantage
                  Figure 2.1 – Porter’s Generic Strategy (Porter, 1985)
	There is some criticism in Porter’s generic strategies where their scope is broad and narrow depending on the product. For example, a luxury product is sold at a high price while a simple product is sold on a low price. Other than that, the cost leadership and differentiation strategy can actually be combine together as a strategy. (Porter, 1985)
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Cost leadership strategy is when firms focus on becoming a low-cost produce in an industry to attained sustainability by taking advantage on cost advantage. Based on Porter 1980, cost leadership strategy is when a successful firm gets high market share while market segmentation is used by focusing on small profitable firms for low market share firms (Johnson et al., 2008). The firms in the middle does not have a viable generic strategy and therefore they are less profitable. Few analysts have observed that it is the best cost strategies as some firms gets into price war where they provide the best value of product for a low price (Beauchamp and Childress, 2001). This is because firms are claiming to have the best preferred choices among the customers.
Cost leadership strategy emphasizes on efficiency. Firms wants to take advantage of economies of scale and experience curve effects on production by producing high capacity of standardized products. Example of product is usually a simple product that is produced at a fairly low cost that will be available for a large customer base.  (Johnson et al., 2008). This strategy is maintained by having a constant search on every criterion in cost reductions. They distribute the products to their most extent and promotion is done by focusing on their low-cost product structures (Johnson et al., 2008). 
 The success of this strategy needs the market share advantage in some components such as raw materials, labour and other input. These also benefits from making sure they have the minimum cost level, a close regulation on labour, a low-cost capital access, constricted cost control and an incentive based on quantitative targets.
However, there are some risk in the cost leadership strategy. Cost leadership are risky as when a company concerns more on their cost minimization, they have lacks of attention on their customer preferences and needs. Firms ability is reduced when an unexpected inflation happens as they have to balance the product differentiation. It becomes a risk when technological change happened that will erase their past learning and investment that is outdated. In conclusion, cost leadership strategy needs a constant search on cost reduction in order to maintain their low cost (Johnson et al., 2008). 


3.1 Implementation of The Strategy
A latest price check by Jeffries economists on a basket of 20 items noticed that Lidl is about 9 percent cheaper than Walmart, America's largest grocer. Lidl appears to have been selling goods close to 50 percent lower than competitor supermarkets. Lidl has indeed revamped the UK market for grocery stores, forcing some of the biggest grocery chains to brutal price wars. Analysts have been aiming at doing the same thing in the US. (Beauchamp and Childress, 2001) 
How is it feasible for the food chain to keep the prices so low? First of all, almost all of Lidl's products are private labelled brands. Approximately 90 % of goods in Lidl supermarkets are private label goods, indicating that these products are manufactured exclusively for Lidl only. Selling such products has double the benefits. Lidl eliminates the intermediary, removing any additional expenses from a distributor. The business also has better control over all the costs of production and is able to define its own prices. This in turn means that goods can be sold at higher margins than local brands, as the upfront costs are lower (Johnson et al., 2008). 
Secondly would be, Lidl keeps their costs low by displaying their products in just the box that is been shipped and not spending on unnecessary fancy boxes. Lidl also do display on this kind of boxes because this would make the restocking process to be faster and easier and also only requires less manpower to do work. On his visit to Lidl, Mushkin said he realized that milk was loaded on carts that had wheels stacked by suppliers and wheeled into stores directly from trucks, he said. Lidl also invests less on merchandising in-store as it will not sell as many national brands as it does. It can stick to simple displays and then use so-called dump bins and baskets to display items instead of making intricate cardboard cut-outs or stacked pyramids. (Lidl, 2017)
In fact, the majority of Lidl offers rapidly-moving products. Mike Paglia, president of the consumer research company Kantar Consumer, informed Business Insider that Lidl prefers everyday items that customers frequently purchase. "The selection is limited to the fastest-moving products that generate dollars in gross profit," he said. High-velocity items mean less money tied up in stock. In a visit to one of the new stores, Puglia said he found that the focus was on everyday items such as cereals, fruit, and vegetables, rather than specialized or industrial products (Johnson et al., 2008). 
Lidl also offers limited product range. "By a limited number of items, there's a lot of size," said Scott Mushkin, a Wolfe Research retail analyst, to Business Insider. For instance, the store could store only two types of mustard, according to Mushkin: its own brand and a national brand. This limited variety offers Lidl with its suppliers with more buying power, as it orders fewer products in greater quantities. Doug Koontz, head of content at the Planet Retail RNG research firm, told Business Insider there were around 2,000 items in Lidl's shop. This is significantly about the same as the 20,000 unique products in similar grocery stores or the 60,000 inside a neighbourhood market, he said.
Lastly would be, Lidl cuts cost on unnecessary things such as lighting and so on. This is been done by Lidl by using mostly natural daylight during the day and using the non-fancy lightings when lights are required. This might help them to lower down their overhead expenses which is also included into their cost of distributing the products to their customers. This avoids them from spending on unnecessarily. According to the Post, says that one way of doing that is Lidl uses the natural light whenever it can be used which implies in the day.










3.2 Advantages & Disadvantages of The Strategy
Cost leadership strategy have several advantages and disadvantages to consider if you are planning to bring this form of approach in to the workplace.
As for the advantage, the very first advantage would be that it gives the company or a team a larger profit. Styles of cost leadership focus on providing low-cost activities in their marketplace and industry. It becomes possible to generate higher profit margins by through design and production costs. If competitive pricing is possible, with greater margins than can be obtained by other firms, so you gain more business as you give your consumers a better value proposition. (Hanbury, 2017)
Second, it also can enhance a business's sustainability. If a company costs are lower, there will be less financial threats that could force the enterprise out of business. (Porter, 2004) When economic conditions spin out of control for the worst, this sustainability becomes a massive advantage. If there is a price or trade war, or a decline in the local economy, it is the companies with the lowest business costs that will have the biggest chance of survival. (Ketchen and Short, 2016)
The main advantage will be to reduce marketplace competition. Organizations which are able to effectively execute their cost leadership strategy have a potential benefit. As they can give their buyers a higher pricing model, new market rivalry is restricted as rivals may struggle to maintain the same cost. (Beauchamp and Childress, 2001) It is almost hard to survive until rivals are able to surpass the business that employs cost leadership. It makes it possible to control the market over time.
This strategy has several disadvantages to it. The first disadvantage would be to reduce the innovation of the item. One of the very first falls that almost always tends to happen in models of cost leadership is in R&D. R&D seems like an incredible expense to many of these leaders. (Beauchamp and Childress, 2001) The impact of cutting budgets here is that the market is receiving fewer new products or services. Development has fewer opportunities. Actually, this leadership style facilitates only cheaper prices to market the same goods. (Stinson, 2008)

In addition, cost leadership also allows the industry to offer low-quality products. It is not an easy process to be able to decrease costs. The serious work of cost leadership commences once leaders find the obvious items that can be cut. To achieve a higher profit margin, this could allow a lower quality collection of ingredients or raw materials. (Stinson, 2008) Once Lidl starts offering products of low quality, the number of people visiting their store will be affected. This may result in lower levels of revenue, meaning they would not make that much of a profit. If there is less revenue and income, Lidl's reinvestment could be impacted. (Porter, 1985)
Last but not least, cost leadership also needs a large amount of sales to be successful. Cost leadership is most successful when it is able to generate a large volume of sales. That is how the organization is able to maintain its overall profitability. (Stinson, 2008) That’s why it is usually employed by companies that are able to work on large economies of scale. You will find cost leadership at work throughout a Walmart or a Costco. You would not find it at work at your local Mom and Pop stores or small chains. (Beauchamp and Childress, 2001)










4.0 Conclusion
Based on the report above we know that Lidl is mainly associated with the cost leadership strategy and it has left them with both pros and cons. There are no any suitable and perfect strategy that works the best for a specific company without any cons. As for Lidl they should be able to make full use of the advantages associated with cost leadership strategy and take corrective actions to minimize the effects of the disadvantages which affects their organization to achieve its competitive advantage in the market. 
If at all Lidl sticks to one strategy and make full use of the strategy advantages and also minimizes the disadvantages as much as it could by taking preventions Lidl could be successful and also could make their stores to be one of the leading stores not only in Europe but as well as the whole world. They should not only focus on the internal of the company but also should focus more on the external since they have much competitors. It is the best for them to choose the strategy even before making any decisions and also the goal is to be stable in any circumstances.










4.1 Recommendation
Since Lidl are using cost leadership strategy which means low cost strategy this would give a perception to the customers that low cost means low quality. They have to make sure that they ensure the quality of their products since there have been many cases previously that eggs purchased from Lidl has been contaminated.
Secondly would be, Lidl can also build their stores nearer to their main suppliers which would eventually cut down their distribution cost. If the stores are built far away from their main suppliers the cost incurred would be much higher compared to them building it nearer to them since there will be no any transportation, petrol cost and so on.
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