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[bookmark: _Toc28262]1.0 Executive summary

This report uses Porter’s generic strategies to analyse what strategy is suitable for Lidl and illustrates the advantages and disadvantages of this strategy in Lidl, then gives some recommendations. 

Lidl is an international food wholesale company. The company was created in Germany and it was set up in 1930. The first store was opened in 1973 and Lidl opened the first other country store in France in 1989 and began to expand market in Europe. Since 2017, Lidl began to expand their market to outside Europe countries. They established first outside Europe store in America in 2017. At present, the company opens 10500 stores in 30 countries. Lidl’s goal is to offer quality and freshness at the lowest possible price. They are top 5 largest retailer all round world. Lidl’s strategy is to decrease cost. They have various methods to drop their cost. They decrease their delivery cost, number of employee’s and material cost. In this situation, they can set lower price, then they use lower price to get market share. 

Because Lidl pays attention to decrease cost and reduces the costs on layout, labour, transportation, that can prove it belongs to cost leadership. Through this strategy, Lidl can better sustainable development have higher profit, less competitors. But Lidl also loss creative, loyalty customer, enough advertisement and discount to attract customer by cost leadership. 

This report also analyses advantages and disadvantages of Lidl. In advantage aspect, Lidl can use various methods to decrease their operation cost. Such as reducing develop and production costs. In this condition, they can get more profit when they set same price with competitors. If they set lower price, their market share will increase. Secondly, because Lidl has low price. They can avoid some financial risk. If the world in bad economic environment, people also will buy cheap product. That create the opportunity for Lidl. Thirdly, Lidl can prevent new brands, because they can use low price to sustain their market share. A new brand does not have a sufficient capital and suitable channel to allow it provides low price like Lidl. 

In disadvantage aspect, firstly, Lidl nearly does not have customer’s feedback. So, they do not know what products are their customer need. They just pay more attention on costs and sales price. They will not change their product fast. Customer in Lidl also cannot feel enough attention. Secondly, Lidl and competitors who use cost leadership all want to use this method to get larger market share. They maybe use decrease price to attract more people. Finally, their behaviour will lead to price wars. Thirdly, the employee satisfaction in Lidl is very low. Because they need to work long time in Lidl per day. They complain about the mechanism of working and they do not have a good experience in Lidl. That will decrease their working efficiency. Finally, the customer loyalty in Lidl also very low, the customer of Lidl majority focus on Lidl’s low price. If other supermarkets provide lower price products. They maybe will change their mind. That will influence Lidl’s market share. 

After that, this report also provides some recommendation for Lidl. Lidl can set feedback system to get feedback from their customers. That can increase their customer loyalty. Secondly, they can increase employee’s welfare by Corporate Social Responsibility to create a better image to public. Thirdly, Lidl also can cooperate with other company to expand their market width. They can entry new market can by right of their original brand to get extra market share. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 




















[bookmark: _Toc32578]2.0 Introduction 
[bookmark: _Toc3827]2.1 Remit report
This report will analyse what type of strategy is used by Lidl in Porter's generic strategies. At the beginning, the report provides the background information of Lidl and definition of Porter's generic strategies, cost leadership, business level strategy and competitive advantage. In main body, the report provides several examples to prove Lidl uses cost leadership and analysis advantages and limitations of this strategy.The recommendation also will be provided at the end of report.

[bookmark: _Toc3842]2.2 Background of Lidl
[bookmark: OLE_LINK9][bookmark: OLE_LINK4]Lidl &Schwarz is a food wholesale company in Germany which set up in 1930 and the first store opened in 1973. The goal of Lidl is to offer quality and freshness at the lowest possible price. In order to ensure quality of products, the company work closely with their suppliers. Shopping at Lidl is simple because of the standardized store system. (Lidl, 2019) 

Lidl opened the first other country store in France in 1989 and began to expand market in Europe. At present, the company opened 10500 stores in 30 countries. The main direction of development in Lidl is discount market. Lidl extended market in UK in 1994. Among it, there are 760 chain stores were opened and 22500 employees worked in UK. The company occupied 6% market share. Lidl has four missions. Firstly, keeping customer satisfaction when they shopping and after shopping. Secondly, leading quality and value in the market by employees, innovating, technology and efficient system. Thirdly, building sustainable relationships with other business and contributing for local government. Forth, maintaining long-term success by recruiting and training to develop employees. In recent, Lidl continues to expand market outside Europe. The company opened the first store in America in 2017. (Lidl, 2019)

[bookmark: _Toc24479]2.3 Definitions of major concepts
[bookmark: _Toc8408]2.3.1 Strategy
Strategy is a long-term project to realize a objective which can improve business’s competitive in a market. It focuses on business’s strengths and develop it as brand position to make it unique for customer and businesses also can use it to cover the weakness. (Faulkner and Campbell, 2006) It is used by managers to increase the performance to compete with other businesses which offer similar services and goods to customer. (Nelson and Sadhvi, 2011)

[bookmark: _Toc5038]2.3.2 Business level strategy                                                 
[bookmark: OLE_LINK2]Business level strategy means that increases the competitive advantage by exploiting main value in a single product and market. The characteristics are single industry, individual market and concerning with positioning and competing. Lidl uses business level strategy to increase competitive advantage. The main reason is that Lidl only engages in supermarket industry. (Market Business News, 2018)

[bookmark: _Toc26780]2.3.3 Competitive advantage
[bookmark: OLE_LINK8]Competitive advantage means that the company has resources and functions which are rare and valuable in the market. The company also can get revenue in the condition of meeting customer’s basic and extra demand. (Hinterhuber, 2013)

The competitive advantages of cost leadership are efficient and low cost procurement, investing technology to improve processes efficiently, recruiting and training the employees, reliable infrastructure, low cost operations and benefits. ( Law, 2016)

[bookmark: OLE_LINK3]2.3.4 Porter's generic strategies
Porter's generic strategies are methods of increasing company’s competitive advantage. In other words, the company can develop advantages to increase the sale from competitors. Porter’s generic strategies were divided into three strategies, include cost leadership, differentiation and focus. The focus strategies were divided into cost focus and differentiation focus.

[bookmark: _Toc25630839]Figure 1: Porter's generic strategies 1
[image: C:\Users\XXY\AppData\Local\Temp\ksohtml25696\wps1.png] 

Differentiation means that offer different or better products or services to customer  and make the product and services more attractive than competitors. In that condition, companies can develop sustainable competitive by branding and superior performance. The companies which use differentiation strategy pay attention on quality of goods and service and always have high price position, but companies also can get more benefits than customer’s actual benefits. If company want to achieve differentiation, they need to have good research, prompt creative and attractive marketing.

Focus is concentration on a particular niche market. It through research market to understand unique needs of different customer and companies focus on low cost and price goods or good quality and services of specified products to offer to customer. Companies which use focus strategies always have strong customer loyalty because they can provide good services to customer in their market and they also have less competitors because of less attractive in this market. Focus cost leadership and focus differentiation both need to add something which can help companies to reduce cost or increase differentiation to serve the niche market to ensure the strategies successful.

[bookmark: OLE_LINK1]The strategic in Lidl is cost leadership. Cost leadership pays attention to resource organization. It means that the company can use managing all latent resources which relate to their product method to produce goods and services at the lowest cost. It also can improve the operationally efficient of company. If company has a same price with competitors with a lower cost, company will have a higher profit. Then, the manager also can put their company in a position where is lower price of goods and services in the market to increase market shares through achieving lower cost. This strategy is suitable to large scope company which products are suitable to general people. (Doyle, 2016)
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 




[bookmark: _Toc11951]3.0 Main body
This part explains the reasons why Lidl belongs to cost leadership and give the examples how Lidl implement this strategy. Then, this report states the impact of Lidl to use this strategy and the advantage and disadvantage of cost leadership.

[bookmark: _Toc26195]3.1 Implementation of cost leadership
In Porter's generic strategies, Lidl is belong to cost leadership. Cost leadership has two methods to increase company’s competitive advantage, respectively reducing costs to increase profit and reducing sales to increase market share. Lidl has strong business structure helps them to sell their products at an incredibly cheap price. 

[bookmark: _Toc22652]3.1.1 Layout and warehouse 
Firstly, most of Lidl stores are place products in a crowed and orderly space. Especially vegetables and fruits, some of them are placed in carton, it is very different with Tesco. Lidl’s stores are small, they are all between 14,000 and 26,500 sq ft, but some Tesco’s stores are over 80,000 sq ft. Because of the placement method and small space, Lidl can reduce many costs to increase revenue. (Lidl, 2019) At the same time, customer also can find products quicker and more convenient, they maybe feel satisfaction and are willing to shop here next time. Lidl uses many warehouses to reduce journeys of transportation. In UK, Lidl has 13 warehouses. It can decrease the cost of transportation and more quickly to deliver goods to keep foods fresh. 
Lidl also can use these ways to have a competitive price and receive greater margins and more customer than other companies. (Cambridge shire Live, 2019) They can get larger market share and higher profit.

[bookmark: _Toc21167]3.1.2 Recruitment mechanism
Secondly, the employees in Lidl have high salary because of high workload. The amount of products scanned is often used as a performance standard. They also have some high training standards, it can help them be more efficient and master more processes. In this way, Lidl can decrease the number of employees to decrease the cost of labour. Lidl can get many benefits through it. But for employees, the workload is too high. The wage in Lidl is higher than other brand supermarkets. In UK, begin at 1st March 2019, the entry level wages in Lidl ascended from 8.75 to 9.00 per hour  outside London. In London, it ascended from 10.20 to 10.55 per hour. The all levels wage in Lidl had increase. But Lidl’s complain is tremendous amount which come from their employees. (Lidl, 2019) They get the high wage but the work stress is high. Because Lidl hopes to their employee know how to work in all occupations, employees have to get training about all vocation and operate them in real work. One employee in Lidl can do cashier, deliver, driver and all type of employees. 

Majority of employees think that is hard to receive and they always complain about their working hours. They do not feel happy and value in their work and do not have a high efficiency, it is bad for company. For customer, they cannot experience good services in Lidl because employees do not pay enough attention to customer, it will reduce customer satisfaction. (The sun, 2019) In long term development, that impact Lidl cannot have a stable high reputation and large market share. 
[bookmark: OLE_LINK11]
[bookmark: _Toc24127]3.1.3 Low price 
[bookmark: OLE_LINK6][bookmark: OLE_LINK15]Third, Lidl is a store famous for discount and low price. The goal of Lidl is to offer quality and freshness products at the lowest possible price. Because Lidl has 13 warehouses, it reduces cost of transportation and storage. In Lidl, vegetables and fruits always put in the cartons which are same with packing of them arriving, it can reduce costs of packing and labour. Lidl also reduces cost of space and producing. So, Lidl can get more profit when they have same prices with other supermarket. At same time, the price in Lidl is lower than its competitors, such as Tesco, it can help Lidl to extent the market share and attract customer from other competitors. (The sun, 2019) But it also has risk, because if other company has lower price than Lidl, Lidl will lose this competitive advantage. Sometimes, customer query the quality of products because of low price. It will impact sales volume in Lidl. (Business insider, 2019)

[bookmark: _Toc18567][bookmark: OLE_LINK16]3.2 Advantage and disadvantage of cost leadership
[bookmark: _Toc12406]3.2.1 Advantage of cost leadership in Lidl
3.2.1.1 Higher profit
Cost leadership can provide many advantages to Lidl. Firstly, cost leadership can better profits to company. Lidl uses it to focus on low cost operations to get lower costs than other stores, such as reducing develop and production costs. At the same time, Lidl also has more customer by the competitive prices. Because Lidl provides a stronger value position to customer, many customers will purchase in Lidl first. So, Lidl can improve market share over time as well. (Future of Working, 2019)

3.2.1.2 Sustainability better
Secondly, cost leadership improves the sustainability. If company has low costs, it will has a less probability of bankruptcy because of the fewer financial threats. It will be a tremendous advantage when company in a bad economic environment or trade war happening. People also has less salary even loss their jobs in bad economic environment, they will choose lowest goods firstly. In that condition, Lidl also can get more profits and sustainability better than other supermarket. (Support the Guardian, 2015)

3.2.1.3 Less competitors
[bookmark: OLE_LINK18]Third, Lidl has less competition by it. The company give a future advantage to themselves which implement cost leadership successfully, because they can offer a better value position to customer. New competitors are limited in the market because they are hard to survive unless they have a same value position with the company. But the new brand companies are difficult to supply low price, they do not have channels to achieve low operation cost. So their market share will hardly improve. Majority market share also be controlled by original dominator. (MBA skill, 2018)

[bookmark: _Toc23359]3.2.2 Disadvantage of cost leadership in Lidl
3.2.2.1 No marketing research and feedback
[bookmark: OLE_LINK5]Firstly, cost leadership reduces the importance of customer services and market research. When manager pays more attention on costs and sales price, they assume the goods or services which they offer are needed by the local market. They are easy to ignore market shifts and they do not spend time and cost on market research. But customers are changing in preference of goods over time. Company are impacted by environment changes easily, because they have slower operation and reaction times. At present, Lidl does not have plan of loyalty customer in the UK, because they believe enough their pricing. If customer change much preference, Lidl will change goods slower than other supermarkets which have market research. (Future of Working, 2019)

3.2.2.2 Quality and services
[bookmark: OLE_LINK14]Secondly, cost leadership encourages company to offer low quality goods to customer. Cutting costs is not easy, it maybe needs low quality materials and change the method to advertise. But it will decrease the number of customers. If the cost of labour is large, company also will cut it. For Lidl, consumer worry about the quality is not good enough. Lidl nearly does not spend much cost on advertisements, people just can find clear logo nearby Lidl stores to help them to find stores. The employees in Lidl also have high workload and salary, because Lidl employ less staffs than other supermarkets in the market, so Lidl cannot provide good services to customer. Customer in Lidl also can not feel enough attention, because employees are rushed to work. (MBA skill, 2018)

3.2.2.3 Employees satisfaction
Thirdly, Lidl uses cost leadership to reduce labour cost. So, the number of employees is not enough, every employee has high workload, even women have to do heavy work. Most employees in Lidl think work and rest are not balance, they are not satisfied with the long hours work and no rest. Some employees feel depress and got hurt in the work, the most serious is that a staff lost an eye because the baler was not safe. But manager have not amended system, they just show a form to employees about company was not liable for responsibility. These issues cause Lidl does not have loyal employees, it reduces more efficiency of employees and customer also cannot have a good experience in Lidl.

3.2.2.4 Price wars
Forth, in cost leadership, if other company has lower sales price than the company, customer will be attracted by other company. Companies which in a market engage with a price war, competitors will reduce the price to attract customer. In UK, Lidl has less market share than other big supermarket, such as Tesco. Sometimes supermarkets has high discount, but Lidl cannot give same discount because of low price. Aldi is a strong competitor for Lidl. Aldi’s prices in areas where have Lidl are 19% lower than other areas and Aldi became the largest discount supermarket in UK, because it has more market share than Lidl. It is a serious problem for Lidl. (Claudia, 2015)
 









































[bookmark: _Toc28245]4.0 Conclusion
Over all, Lidl uses cost leadership to develop and low costs and sales price in the market. Lidl is in an individual market and provides living goods to customer.
[bookmark: OLE_LINK10]Lidl reduces costs on labour, transportation, advertisement, floor space and producing. Lidl uses many warehouses to reduce journeys of transportation and Lidl also has high efficiency employees and crowed place to reduce number of employees and floor spaces. 
Lidl can use cost leadership to create the infrequent competitive advantages, but it also takes some limitations to Lidl. Lidl has better profits, market shares, less competitors and sustainable development better by it. But it also reduces the speed of company adapt to environment changing and products update. Lidl does not have loyalty of customer and employees and good quality products.
 
 
 
 
 
 
 
 
 
 
 
 
 
 


















[bookmark: _Toc2353]5.0 Recommendation
[bookmark: _Toc20724]5.1 Customer loyalty
Firstly, Lidl does not have any customer loyalty. At present, Aldi market share is larger than Lidl because of the lower prices. So, Lidl can plan to increase customer loyalty. Lidl can do some customer feedback and market research, it can help them to know what customer need clearly and modify their system and update their products. Sometimes, Lidl can advertise their advantages to attract more customer.

[bookmark: _Toc12949]5.2 Improve Corporation Social Responsibility
[bookmark: OLE_LINK12]Secondly, because Lidl expands quickly, Lidl’s employees have high workload and not safe work environment, but Lidl does not have a satisfaction solution to them. So, Lidl needs to improve the CSR. The company needs to increase employee’s welfare and makes them have more rest time. Sometimes, Lidl also can research employee satisfaction to solve questions in time. It can make employees feel their value and more active work for company, Lidl also can have a good reputation by it.

[bookmark: _Toc7464]5.3 Try to entry new market
Thirdly, at present, Lidl just engages in supermarket, the market share is limited. Lidl can try to produce new goods to entry new market. For example, Lidl can cooperate with a furniture company to sale furniture, it can increase the popularity of Lidl and attract new customer group. Lidl also can entry new market to have more market share and profit.
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7.0 Appendix 
Appendix 1-SWOT analysis of Lidl
Strengths are defined as what each business does best in its gamut of operations which can give it an upper hand over its competitors. The following are the strengths of Lidl:
Low prices: Pricing: The primary reason for the success of discount stores like Lidl are the everyday low prices that they can offer in most daily use products. The store sells most essential goods at prices that are much lower than their competition and in addition to this also have regular promotions and offers in most specialist categories.
Customer Satisfaction: Through low prices, faster checkout, lower waiting times and better service Lidl has been able to retain existing customers as well as attract new business. The strategy used by them is to focus on savings by comparing the prices on offer to mainstream retail prices.

Focus on general merchandise: Lidl focuses more on general merchandise and more than 25 % of their shelf space is dedicated to general merchandise which usually gives discount stores higher margins than most other product categories. General merchandise also has a higher turnaround rate and generates a strong flow of cash while helping to offset the low-price strategy on other low-key items.

Effective operations strategy: Like most discount stores, Lidl also has a strong focus on operational effectiveness. Right from their warehouse till the end of the supply chain through technology tools the retailer has tried to improve productivity while keeping a strict tab on costs. Care is also taken to ensure that there is minimal waiting at the back room and that products flow directly to the display shelves. The checkout process is streamlined and reviewed on a regular basis for gaps. The cashier does the billing at the checkout and the bagging is done by the customers thereby boosting labor productivity.

Weaknesses in the SWOT analysis of Lidl
Weaknesses are used to refer to areas where the business or the brand needs improvement.   Some of the key weaknesses of Lidl are:
Pricing problems: Lidl has always been known for its predatory and discriminatory pricing and there have been stories of how they have forced suppliers to cut down prices. Lidl has also been undercutting competition through unethical pricing strategies.
Ethical Issues: Lidl has faced the criticism from numerous sources for their unethical business practices. It has also been involved in a number of controversies such as the spying case on employees in 2008, extortion cases in Lithuania in 2016, numerous poisoning incidents across a gamut of products in various regions and a number of religious noncompliances.

Opportunities in the SWOT analysis of Lidl
Opportunities refer to those avenues in the environment that surrounds the business on which it can capitalize to increase its returns. Some of the opportunities include:
New Segments: Retail across the world is booming and with the growth of online retail the geographic boundaries hardly matter. This has opened up new segments as well as new markets to most retailers across the world.
Increased spending: With the increase in the number of dual-income households, the propensity to spend for most millennials across the world has grown and people are also seen to be indulging in impulse shopping, an opportunity for retailers.

Threats in the SWOT analysis of Lidl
Threats are those factors in the environment which can be detrimental to the growth of the business. Some of the threats include:
Competition: The main competitors of Lidl are Aldi, Morrisons, Asda, Sainsbury’s and Tesco. In addition to this, they also face competition from online stores like Amazon.
Increased focus on low-income groups: The focus on an economy segment is likely to create the image of low-quality player and in the long run it may impact the growth of a business, like Lidl which will need to continue to be present in just the low-income low-value segment.
Image is of low quality: Because most of the products sold in Lidl have a low price and are majorly from private label brands, the products are assumed to have low quality as compared to competitor’s products.
























[bookmark: OLE_LINK17]Appendix 2-Market share of grocery stores in Great Britain
[image: ]
This statistic illustrates the market share of grocers in Great Britain (GB) monthly from January 2015 to September 2019. Tesco and Sainsbury's had the largest share over the period under consideration, holding 42.7 percent of the market together as of April 2019. In March 2019 Asda's share surpassed Sainsbury's. Prior to the popularity of the discounters, the grocery retail market was dominated by the 'big four' supermarkets: Tesco, Sainsbury's, Asda and Morrisons. On the back of the post-Brexit uncertainty and growing inflation, however, consumer behaviour has shifted in favour of cheaper alternatives such as Aldi and Lidl.The resulting 'price wars' has led to supermarkets lowering their prices. Crucially, this has caused increased volatility in the grocery retail market and, as of January 2017, Aldi overtook the Co-operative to become the fifth largest supermarket in the United Kingdom.
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