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1. [bookmark: _Toc25637441]EXECUTIVE SUMMARY
	The purpose of the report is to discuss Lidl and identify their competitive strategy that they have implemented on their position in their organisation, to investigate the actions taken to accomplish the strategy and identify the advantages and disadvantages of the strategy relating on the current environment.
	Lidl is Europe’s leading food retailer founded in Germany in 1973. Lidl is recognised to be the leading retailer in the UK as their number of stores increases in 2008. Lidl is known to provide the lowest possible price with the best quality of products towards their customers. According to Kantar Worldpanel, it has recovered the title of fastest-growing supermarket (cited in Hipwell, 2017).
	Porter’s Generic Strategies consist of cost leadership strategy, differentiation strategy and focus strategy. Lidl uses the cost leadership strategy. According to Porter (1985), 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.
	Cost leadership is implemented in Lidl through displaying their products in original boxes. According to Hanbury (2017), their workers replace the packages as required, saving hours on storage shelves each week. Secondly, Lidl has small stores which give them efficiency as it reduces the time customers spend their time and money in the stores. In addition, where efficiency is vital, they reduce cost in lighting and focus on natural sunlight instead. Thirdly, Lidl cost leader is through their private label strategy. According to Chipperfield (2019), their product assortment consists of different brand instead of their own name. Lidl private label appear at the back of the product where it marked “produced for Lidl Stiftung”.
	The implication is that Lidl might have a low quality of products which will give impact on less customers entering the stores. Therefore, this will bring less sales and less profit to their company.
	The benefits in cost leadership are to erect the barriers to entry for new company to join the industry as the new competitors might need to undercut the cost leadership prices. In addition, they attract more customers and large market share due to having low prices of goods and services. Some disadvantages are the need of having high sales volume which means more investment and having lack of market research as they tend to minimize advertising, market research and research and development in maintaining their low cost.
	In order to improve Lidl company to be more successful, there are some recommendation such as to create brand awareness campaign to gain younger demographics customers. Next is to expand their website by develop an online shopping and delivery feature. Finally, is to introduce more product range and expand their market abroad. These recommendations could impact Lidl towards increasing their profit margin and expanding their company worldwide.  
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2. [bookmark: _Toc25637442]INTRODUCTION
2.1. [bookmark: _Toc25637443]REPORT REMIT 
	The report's purpose is to discuss Lidl and identify their competitive strategy on their position in their organisation that they have implemented. The aim of this document is to examine the actions taken to achieve the strategy. Through recognising the advantages and disadvantages of the current environment approach, the new strategy will be tested in the improvement of Lidl's competitive position. There are also some important suggestions on how Lidl can develop in the future based on my findings. 
2.2. [bookmark: _Toc25637444]BACKGROUND OF THE ORGANISATION
Lidl is the leading food retailer in Europe, founded in 1973 in Germany. There are only three employees in Germany's first shop with up to 500 product lines. Lidl expanded internationally in 1989 and opened in France its first store. After that, in November 1994, Lidl launched their first ten British store across the country (Marketline, 2017).
Lidl market in Europe has a huge shift, rising from a share market of just 2.8 percent in 2000 to 12 percent in mid-2017. As their market is competing with four major retailers in the UK, it has been an impressive growth. Lidl has clever marketing campaigns that are offered with their low price, which makes them grow even though they have to compete with big supermarkets (Marketline, 2017).
In 2008, as their number of stores increases, Lidl is known to be the leading retailer in the UK. Lidl currently has more than 22,500 UK employees and has opened in more than 760 UK stores and 13 distribution centres to deliver the best quality fresh produce in Wales, England and even Scotland. Their market share in the UK has also risen by up to 6 percent (Lidl, 2019).
Lidl is known to be the company that provides their customers with the lowest possible price with the best product value. According to Samuel (2015), as 95 percent of its fresh meat items are sourced locally, Lidl is more focused on local produce in the UK. 
INTRODUCTION
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Their mission is to concentrate on the happiness of their customers and to constantly improve their creativity and productivity by providing the best product value. Through recruiting and training their staff, their most important mission is to achieve long-term success (Lidl, 2019).
National brands at Lidl have a larger presence in their market, covering nearly 20 percent of their range. National brands are acquiring shelf space in Lidl, fostering price and improving product quality. By using social media, Lidl is marketing its brand. They used Facebook and Twitter in a tailor-made way to reach customers (Samuel, 2015). According to Kantar Worldpanel, Lidl has recovered the title of the fastest-growing grocery store (cited in Hipwell, 2017).
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2.3. [bookmark: _Toc25637445]DEFINITIONS OF MAJOR CONCEPTS
2.3.1. [bookmark: _Toc25637446]Strategy
	According to Porter (1980), the strategy is critical decision variables, that give business decisions such as price, promotion, quantity and quality. The company must be properly positioned in its industry in order to have good performance. The strategy involves conducting different activities or performing the same activities differently than those done by competitors (Porter, 1996). 
	Based on Johnson et al (2011), the strategy is an organisation's long-term direction and scope that achieves advantage in a changing environment through its resource and competency structure in order to meet stakeholder standards.
2.3.2. [bookmark: _Toc25637447]Business level strategy
	The business-level strategy is the industry's strategic success or failure that is important to the company's characteristics. In a business-level strategy, a company in each industry will stay competitive individually and the appropriate features will be evaluated against the standards (Beard and Des, 1981). 
	The approach relies on how to succeed in a certain sector and segmentation of the market at the business level. Competitive advantage is the most important component of the strategy at this stage (Hofer and Schendel, 1978).
	A business-level strategy is also accomplished by concentrating on the business objectives of an organisation on either a specific product or service market, such as fulfilling consumer needs or preferences to achieve good profits.
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2.3.3. [bookmark: _Toc25637448]Competitive advantage
Competitive advantage is created and maintained through a highly localised method. Differences in national values, culture, political, organisational and historical systems all lead to competitive success. Competitive advantage derives from the guidance that straps and enhances powers to foster growth and improvement (Porter, 1990).
	Based on Rijamampianina et al (2003), high value, innovation, low cost, enhanced procedures and advertising are the competitive advantage in which the business benefits from strategies. It is crucial for an operation to accommodate the company to obtain competitive advantages in terms of conservation.
2.3.4. [bookmark: _Toc25637449]Porter’s Generic Strategies
	Based on Michael Porter, there are three practical ways in which companies may achieve a sustainable competitive advantage. These are called Porter's Generic Strategies consisting of a strategy for cost leadership, differentiation strategy, and focus strategy (Tanwar, 2013). 
	Cost leadership approach is when companies take advantage of cost advantage and to become the company's small-cost manufacturer. Cost leadership includes being the next low-cost business in an activity and being able to conceptualise as low input costs, economies of scale, expertise, goods or system design and low selling prices (Johnson et al., 2011). 
	Strategy for differentiation when a company wants to be uniquely different similar to other companies' products and services (Tanwar, 2013). This strategy requires being exceptional in something that consumers trust enough to create a premium price (Johnson et al., 2011).
	Focus approach is divided in two, focusing on cost leadership and focus differentiation. This is when the business has a limited scope and some groups segment their audience (Tanwar, 2013). This approach addresses a small segment of a business that is not well covered by cost leadership or differentiation approaches and tailors its goods to exclude others to the needs of that specific segment (Johnson et al., 2011).
	Besides that, according to Porter (1985), "stuck in the middle" is when a company deals in each generic strategy but fails to meet any one of them. It has no competitive advantage. Typically, this strategic importance is a less than overall performance formula. A company stuck in the middle will operate at a disadvantage as it will be better equipped to operate in any category for the cost leader, differentiators, or focusers.
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	Porter methods at the clearest and broadest stage represent the company's strategic areas. Porter believes that its competitive advantage can be gained when businesses make a decision on form and range (Tanwar, 2013).
[image: Image result for porter generic strategies model"]
FIGURE 2-1- Porter Generic Strategies (Porter, 1980)
	According to an article by Datta (2010). there is some critical analysis in Porter's generic strategies in which their range is wide and narrow depending on the product. For instance, when a simple product is sold at a low price, a luxury product is sold at a high price. Besides that, it is actually possible to combine cost leadership and differentiation strategy as a strategy. 
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3. [bookmark: _Toc25637450]Main body 
	The technique of cost leadership emphasises performance. Lower input costs include finding close-material activities and cheaper labour, whereas economies of scale require large-scale activities and training contributes to further performance. Materials and process design affect performance by producing products from inexpensive standard products, while a low price is facilitated by feature-related products similar to rivals.
	Based on Johnson et al (2011), the company could then make minor price reductions to reimburse the lower quality. The low-cost approach would turn into a turnover greater than the average sector (Porter, 1985). Product example is usually a simple product created at such a relatively low cost which will be accessible to a large customer base.
	There is, however, several risk in the strategy of cost leadership. Cost leadership is dangerous because they lose sensitivity to their consumer desires and expectations when an organisation is more concerned with their cost minimisation. In conclusion, a cost leadership approach requires constant quest for reducing costs to retain its low cost.
MAIN BODY
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[bookmark: _Toc25637451]Implementation of the strategy
	Lidl uses the cost leadership strategy. Lidl have a reliant focus on selling quality products at the cheapest cost possible. This would suggest that they are utilising a cost leadership strategy, and are implemented it with incredible effectiveness (Morschett, et al., 2006). Lidl focus on its low prices and big quality. Low pricing strategy attracts customers globally. Their strategy is to have low price strategy and provide a good shopping experience to their customers (Bhasit, 2019).
3.1.1. [bookmark: _Toc25637452]Display products in original boxes
Lidl shows most of its products in the packaging where they have transported This speed up the process of replenishment and requires less money and resources. Rather than refilling and storing item by item, they showcase their products in custom boxes. Their workers replace the packages as required, saving hours on storage shelves each week (Hanbury, 2017). For starters, milk was piled on carts that had wheels stacked by suppliers and dragged into stores straight from shipments. 
According to Hanbury (2017), Lidl also invests less in merchandising in-store because it does not stock as many domestic brands as it should. This should adhere to basic displays and use so-called dump bins and baskets to show objects instead of making complex cardboard cut-outs or stacked pyramids.
3.1.2. [bookmark: _Toc25637453]Store efficiency
Lidl has relatively small stores. Some of the major supermarket chains have large warehouses where people know they are going need a massive shopping cart when customers walk the aisles in search of what item they need and are tempted to get. However, in Lidl, that is not the case. Their stores are quite small, ranging from 14,000 to 26,500 square feet. It also has the benefit of reducing the time customers spend there and the amount of money they spend (Hanbury, 2017).
Based on Hanbury (2017), Lidl reduces costs on factors such as light sources. Lidl's efficiency is essential, and along the way it reduces costs. One way to do this is to use natural sunlight wherever possible in shops. 
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For customer's weekly shopping cart, most stores offer an option of a full-size trolley if they are just doing a fast shopping. Lidl has few regular shopping carts, but they offered to have large' trolley baskets' with wheels and handles so that customers can twist across the store (Bentley, 2018). This is to help customers in carrying a full basket across the aisle. 
3.1.3. [bookmark: _Toc25637454]Private label strategy
	Thirdly, the cost leader of Lidl would be through the plan for the private label. According to Chipperfield (2019), nearly 90 percent of Lidl's brands are company-specific own-label labels. That implies that Lidl could dominate the cost of production and reduce the cost of supply, so it can start charging less and make a profit than it would for big-name brands. The advantages of supplying these products are double where Lidl could also remove the middleman, reducing any extra costs from a manufacturer.
Along with their own title, their product assortment comprises of various brands. Lidl's brand name appears at the back of the product where it marks "Lidl Stiftung manufactured." That small wording was the only indication revealing it is a product of a private label (Chipperfield, 2019).
According to an article by Nilsson et al (2004), Lidl consumers had the choice of different brands goods. There are, however, other categories which include on their home brand products that offer consumers a few options but also to purchase Lidl's own goods instead of non-private label items. Moreover, the difference between premium non-private labels and cheap products was not significant for the products. This made it possible for consumers to select items at lower price points when they purchased home brand products. Therefore, Lidl consumers should be mindful that they will be looking for a brand that is strictly for private labels.	

[bookmark: _Toc25637455]Advantages and disadvantages of the strategy
	There are both advantages and disadvantages that will either improve their effectiveness in the cost leadership strategy or hinder their performance. The advantages impact both current and potential new rivals. Cost leadership strategy creates barriers to entering a new competitor for the company and its existing competitors (Ketchen and Short, 2016). A new business will typically struggle to gain new customers if it tries to join a new industry. There would also be an obstacle for new business to enter the market because they may need to minimise the price of cost leadership.
	Second, it gains a large market share in this strategy. For example, although Lidl profit margins are small compared to other companies, their overall profit is still high because they have a massive number of customers (Ketchen and Short, 2016). This is because there will be a huge number of new customers attracted by paying goods and services with adequate quality at low prices. According to Hassan (2015), increasing market share used to raise customer demand and earn higher profits. Companies capable of offering goods at a lower than typical market cost will usually induce more business from budget-conscious buyers.
	The cost leadership strategy, however, also has some disadvantages. First, in some settings, their disadvantages are the need for high sales volume. Companies need to spend more in production and distribution resources in advance by having a high volume of sales. A high brand loyalty company has existing customers who are willing to pay the brand's price. Therefore, they do not need to attract a large segment of customers (Ketchen and Short, 2016). 
	Furthermore, cost leadership strategy might involve a lack of market research. This is because cost leaders strive to reduce marketing, market research, including research and development to retain their low cost (Ketchen and Short, 2016). However, according to Hassan (2015), the research and development need cost for a company to introduce new products or new features in products. This action could turn into an expensive and disadvantage for the organisation in the long run. For example, the lack of market research can lead to fewer cost leaders' skills in detecting important environmental changes.
MAIN BODY
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5. [bookmark: _Toc25637456]Conclusion
In conclusion, Lidl have implemented cost leadership strategy towards their organisation which bring the company a success until today. This strategy is accomplished by displaying products in their shipped box, have a small store and their own private label brands. These action gives advantages towards the company which is generating barriers to entry and attracts large market share. However, there are also disadvantages towards the current environment which are the need of having high sales volume and their lack of market research due to maintaining their low-cost strategy. Despite that, Lidl is still the fastest growing supermarket in the United Kingdom.  
CONCLUSION
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[bookmark: _Toc25637457]Recommendation
	Lidl is a successful company, however, there are still some improvements that can be made for the benefits of the company future. In order to create more brand identity, Lidl can promote brand awareness campaign. This can improve the perception of customers, gain new customers and enhance sales. 
	Lidl should be active on their website and social media to advertise their products and communicate with their customers in order to improve their media and communication channel. Apart from that, Lidl can develop an online shopping feature. Customers could order and deliver their products online to their doorstep. Such products will boost their brand image and give the company a strong online presence, and the future of their company can be a great success. 
	In addition, Lidl could introduce new product ranges, fresher products, and ethical products that could provide to any demographic. In rising to higher share in the UK market and eventually opening more stores across the UK or internationally, this move will boost Lidl. 

RECOMMENDATION
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