
CONTEXT SHORTS - AQA A LEVEL BUSINESS 

LIDL (JULY 2017) 

WWW.TUTOR2U.NET/BUSINESS  

Lidl announces ambitious growth plans 

The rise of the discount supermarkets has been staggering, with the ‘Big Four’ seeing their market 
share eroded, whilst Aldi and Lidl increased theirs from a combined 7.1% in 2014 to 10.8% in 
2016, with sales of £19bn (combined). 

To capitalise on this, Lidl has revealed ambitious plans to open at least one new Lidl store every 
week for the next five to 10 years, doubling its rate of expansion.  

The discounter, which has 600 UK stores, opened 55 stores in 2015 and 2016 combined, but UK 
CEO, Christian Härtnagel, who took control nine months ago, believes that Lidl can accelerate 
their growth and open between 50 and 60 stores every year.  

“Fifty per cent of British households have shopped at Lidl in the last 12 months, that leaves 50% to 
go. We are doing a fantastic job on quality, so the misconception that low prices mean low quality 
is getting challenged. But they still exist, mainly due to the fact that not everyone has tried us. I 
am convinced it’s because we are not in a convenient location for them.” 

Lidl will embark on a huge recruitment drive as it looks to increase its number of store employees 
from 18,000 to 20,500. Lidl pride themselves on their ‘exceptional training’ and all new staff will 
be trained to work across all areas of the store to maximise labour productivity, from operating 
the checkouts, carrying out freshness checks, managing stock, handling cash and dealing with 
deliveries. Lidl also plan to move into a new £70m HQ in 2020, relocating from Wimbledon to 
Tolworth 

“All this comes at a price,”, said Härtnagel. “We are going to invest around £650m this financial 
year and £800m next financial year. That’s a record high, it’s a huge commitment to the UK 
market, these are very significant figures. In 2015, we said we would invest £1.5bn over three 
years, instead we will do that in two. And we will continue to invest at that level as long as we 
continue to expand to meet market demands.” 

 (Source: adapted from https://www.thegrocer.co.uk/channels/discounters/lidl-to-hit-top-gear-
with-its-new-store-opening-schedule/554912.article) 

QUESTIONS 

1 Calculate the size of the UK grocery market by value in 2016 (3 marks) 

2 To what extent will Lidl benefit from their ambitious growth plans? (16 marks) 

Specification Map: 

Q1: 3.3.2 (Understanding markets and customers) 

Q2: 3.9.1 (Assessing a change in scale) 
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Mark Scheme 
 

Question 1 

 

Marks for this question: A01 = 1 and A02 = 2 

Answer = £175.93bn (3 marks) 

 

Broken down as follows: 

 

(£19bn / 10.8) x 100 = £175.93bn 

 

 

Question 2 

 

The focus of the question is on: 

 

The extent to which Lidl will benefit from their ambitious growth plans/ change of scale 

 

Indicative content may include 

 

Lidl may benefit from their ambitious growth plans because: 

• The extra stores could allow Lidl to benefit further from purchasing economies of scale, allowing 
them to drive down unit costs and become more price competitive 

• Only 50% of UK customers have visited a Lidl. Opening in more locations could attract new 
customers, increasing sales revenue and boosting profits 

• Lidl have increased their market share at the expense of the big four supermarkets. Opening in 
more locations could lead to further increases in market share 

 

Although, Lidl may not benefit because: 

• Such rapid growth could result in Lidl suffering from diseconomies of scale  

• Lidl may struggle to co-ordinate so many new stores and new employees. This could lead to an 
increase in unit costs 

• Communication could also worsen between head office and the stores, both new and existing 

• The expansion is costing £650m this year and £800m next year alone. This could cause short-
term cash flow problems, especially if new stores struggle to attract customers 
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• The UK economy is still relatively fragile and when the economy strengthens, Lidl’s low prices 
may not be as attractive. This could result in customers switching to supermarkets like Tesco and 
Sainsbury’s, resulting in falling sales. This, combined with high fixed costs from all the stores, 
could result in cash flow difficulties 

 

Evaluation may consider 

• It may depend on how the growth is managed 

• Whether Lidl can actually negotiate better prices with their suppliers 

• Whether there is demand in the new locations/ strength of existing competition within the new 
locations 
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WORKED ANSWER 

 

Q2: To what extent will Lidl benefit from their ambitious growth plans (16 marks) 

 

One benefit that Lidl’s ambitious growth plans may have is that it will allow Lidl to benefit further 
from economies of scale. 

Lidl currently have 600 UK stores and are planning to open between 50 and 60 new stores every 
year for the next 5 to 10 years. This could see Lidl increase their store portfolio to 1,200 stores. 
Doubling the number of stores will also require doubling the amount of groceries and other 
household items that they need to purchase from their suppliers to stock the new stores. Because 
of this, Lidl may be able to negotiate far lower prices with their suppliers as they will be buying 
items, such as baked beans and washing up liquid, in far greater quantities. This will result in 
lower costs per unit. As Lidl mainly compete on low prices, reducing unit costs will not only allow 
them to maintain their low prices, but could also allow them to reduce prices even further. This 
would enable them to become even more price competitive, potentially attracting customers 
from rival supermarket chains such as Aldi. Although, this largely depends on whether Lidl can 
negotiate further discounts with their suppliers as failure to do so may restrict their ability to 
lower prices even further. 

However, Lidl’s ambitious expansion plans could result in Lidl suffering from diseconomies of 
scale. 

Over the last two years, Lidl only opened 55 new stores whereas now they are planning to open at 
least one a week. This rapid expansion could result in Lidl experiencing diseconomies of scale, 
which is where unit costs rise, mainly because a business becomes too big. By doubling the 
number of stores, and increasing the number of employees from 18,000 to 20,500, Lidl may suffer 
from poor communication and co-ordination issues. Communication between head office and the 
stores could worsen, which may result in Lidl becoming less responsive to customer’s needs. Lidl 
may also struggle to co-ordinate all their stores which may result in them becoming inefficient, 
increasing unit costs. This could put pressure on Lidl’s margins, making it difficult to maintain their 
low prices which is one of their main sources of competitive advantage. However, Lidl may be able 
to reduce the potential of diseconomies of scale through careful planning and strong leadership, 
therefore minimising the risk of rising unit costs. 

Overall, I believe that to a large extent, Lidl will benefit from their growth plans. Doubling the 
number of stores should allow Lidl to negotiate lower prices with their suppliers, given that they 
will be placing larger orders of groceries and other household items. This will allow them to 
reduce unit costs and maintain their reputation for low prices, which could strengthen their 
competitive advantage over the likes of Tesco and Sainsbury’s. But, this does depend on whether 
Lidl can avoid the potential for diseconomies of scale, as failure to do this could have the opposite 
effect, rising unit costs. However, with careful planning and strong leadership, I believe that 
diseconomies of scale could be avoided, allowing Lidl to become even more price competitive, 
potentially leading to increased sales revenue and market share. 
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LEVEL OF RESPONSE GUIDE 

Level The candidate will typically demonstrate Marks 

4 An excellent response overall that is fully focused on the key demands of 
the question  

Provides an answer to the question set that:  

• demonstrates a depth and range of knowledge and understanding 
that is precise and well selected in relation to issues in the question 

• demonstrates analysis throughout which is well developed, is 
applied effectively to the context and considers a balanced range of 
the issues in the question.  

• makes judgements or provides solutions which are built effectively 
on analysis, show balance and have a clear focus on the question as 
whole throughout.  

 

13-16 

3  A good response overall that focuses on many of the demands of the 
question  

Provides an answer to the question set that:  

• demonstrates a depth and range of knowledge and understanding of 
issues in the question.  

• demonstrates analysis which is well developed, applied effectively to 
the context and considers a range of issues in the question.  

• makes judgements or provides solutions which are built on analysis, 
show balance and address the question as a whole 

9-12 

2 A reasonable response overall that focuses on some of the demands of the 
question  

Provides an answer to the question set that:  

• demonstrates a limited knowledge and understanding of a range of 
issues in the question or a good knowledge and understanding of 
relatively few issues in the question.  

• demonstrates analysis which is developed, applied to the context and 
considers some of the issues in the question.  

• makes judgements or provides solutions which are built on analysis, 
but lack balance and are not fully focused on the question as a whole.  

5-8 

1   

A limited response overall with little focus on the demands of the question  

Provides an answer to the question set that:  

 

• demonstrates a limited range and depth of knowledge and 
understanding of issues in the question.  

1-4 
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• demonstrates analysis with little development, mainly descriptive 
application to the context and considers a limited number of issues in 
the question.  

• makes judgements or proposes solutions which have limited links to 
analysis or limited focus on the question as a whole.  
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