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ANSWER ALL QUESTIONS

EE taken over by BT 

BT, the telecoms company recently bought EE, a joint venture between Deutsche Telekom and France’s 
Orange and a huge mobile phone network operator in the UK, to serve customers increasingly taking fixed 
and mobile services from one provider. 

“Moving into the mobile market is a must for BT to defend its premium services, which are increasingly
threatened as other players enhance their triple and quad play offerings,” said Imran Choudhary, senior 
analyst at Kantar Worldpanel. The £12.5 bn takeover was funded by a new share issue of £1bn, existing 
cash reserves and new borrowing.

BT had started its own mobile service, using EE’s network, but it will now have access to one in three 
mobile customers.

Analyst John Karidis said BT could use content from BT Sports, which has live TV rights to Champions
League and some Premier League soccer games, to boost average mobile revenue.

“In the business market, we think BT will help EE compete much better against the still dominant Vodafone
and O2,” he said. 

BT will also be able to use EE’s 531 stores to sell its products, although that is not expected to happen 
until it is sure the customer proposition is right.

Source:  http://uk.reuters.com/article/uk-ee-m-a-bt-idUKKCN0V70ET

 www.ft.com/content/6a09a1e0-b2d0-11e4-b234-00144feab7de
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Aldi set to create 5,000 jobs as it opens 80 new stores  

Budget supermarket Aldi announced today that it is opening 80 new stores across the UK this year as its
rising appeal to savvy shoppers shows no signs of slowing down.  They have a mission statement of “Top 
quality at incredibly low prices - guaranteed.”

The German-owned supermarket also said it plans to create 5,000 jobs this year, including managers, store
staff and stock assistants. Aldi want to increase their number of stores from 600 to 1000 by 2022 and want 
to build upon their growing market share.  Sales grew 31% last year to around £7bn in the UK.

The store chain has a business model of selling fewer grocery lines and having fewer staff who are well paid
and highly productive. Aldi mainly sell own brand goods through having strong links with fewer suppliers 
and buying in bulk. They have yet to move fully into online retailing (only selling cases of wine through their 
website) and focus mainly on own brand goods offering value for money.  

The online grocery market is now 6% of all grocery shopping, up from 3% in 2010. Most consumers still 
prefer to choose their produce in store and take it away with them rather than wait at home for a delivery 
slot.

Aldi and Lidl UK Groceries Market Share

Nov-13
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 (e) The directors of Aldi are considering the best way to pursue further organic growth. While many believe that   
  they should increase the number of stores from 600 to 1,000, others think that using online retailing is the 
  best method for growth.

  Evaluate these two options and recommend which one is most suitable for Aldi.    (20 marks)SAM
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Mark scheme
Question
Number

Answer Mark

Knowledge 1 Application 2 Analysis 1

Knowledge/understanding: 1 mark for understanding the term, growth
	 •	 Growth is where a business increases in size and can be organic or external/ 
  inorganic 

Application: 2 marks for answer in context
	 •	 Aldi	has	recently	opened	up	80	stores	and	is	looking	to	increase	their	number	of
	 	 stores	from	600	to	1,000	by	2022	which	could	lead	to	diseconomies	of	scale

	 •	 Aldi’s	market	share	has	increased	significantly,	from	3.9%	in	November	2013	to
  6.2%	in	August	2016	which	could	result	in	Aldi	struggling	to	deal	with	the	extra		 	
  increase in customers in store

Analysis: 1 mark	for	explaining	the	problem
	 •	 Therefore	Aldi	may	struggle	to	co-ordinate	the	business	resulting	in	the	need	to
	 	 increase	layers	of	management	leading	to	increased	costs	

	 •	 This	could	lead	to	poor	customer	service	in	store,	for	example,	long	queues	at	the
	 	 checkouts	resulting	in	dissatisfied	customers	

1 (a)

(4)

Question
Number

Answer Mark

Knowledge 1 Application 2 Analysis 1

Knowledge/understanding: 1 mark	for	understanding	the	term,	SWOT	analysis
	 •	 A	SWOT	analysis	is	a	technique	used	to	assess	the	current	situation	of	a	business		 	
	 	 by	examining	the	internal	Strengths	and	Weaknesses	and	external	Opportunities		 	
  and Threats 

Application: 2 marks for answer in context
	 •	 BT	could	build	upon	opportunities	such	as	the	rapid	growth	in	mobile	
	 	 telecommunications	by	buying	EE

	 •	 They	could	eliminate	threats	such	as	competition	from	Sky	and	Virgin	by	improving			
	 	 their	quad	play	offering

	 •	 They	could	exploit	their	strengths	such	as	BT	Sports	by	exploiting	them	further	
	 	 e.g.	via	the	EE	network

Analysis: 1 mark	for	explaining	the	benefit
	 •	 Therefore	enabling	higher	revenue	to	be	made/giving	a	competitive	advantage/
  adding value 

1 (b)

(4)
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Question
Number

Indicative content Mark

Knowledge 2, Application 2, Analysis 3, Evaluation 3

	 •	 A	mission	statement	sets	out	the	overall	aim	and	purpose	of	an	organisation

	 •	 By	the	mission	focusing	on	low	prices	it	guides	the	staff	towards	this	overall	goal		
	 	 so	costs	can	be	removed	wherever	possible	through	efficiency	savings

	 •	 It	shows	customers	that	the	firm	is	serious	about	offering	low	prices	and	may	help		
	 	 to	attract	positive	media	coverage	about	the	firm’s	determination	to	keep	prices	low

	 •	 It	can	show	investors	that	the	firm’s	key	point	of	differentiation	is	to	offer	incredibly		
	 	 low	prices

	 •	 It	guides	the	firm’s	strategy	by	enabling	a	total	focus	on	reducing	prices	without		
	 	 compromising	the	quality	of	goods.	This	can	help	develop	a	business	model		
	 	 whereby	fewer	lines	are	sold	but	in	larger	quantities

Potential counterbalance
	 •	 Staff	in	the	shops	may	have	no	awareness	of	the	mission	statement	–	it	may	just		
	 	 be	used	for	PR	purposes	and	have	little	impact	on	employees

	 •	 If	the	mission	statement	is	not	communicated	to	the	staff	via	training	it	is	unlikely	
  to guide them towards the overall goal

	 •	 Michael	Porter	may	disagree	with	the	mission	to	have	high	quality	and	low	prices	–		
	 	 is	this	a	confused	mix	between	cost	leadership	and	differentiation?

Potential  judgement
	 •	 The	business	model	of	Aldi	revolves	around	cost	leadership	and	low	prices	should
	 	 be	the	overall	purpose,	thus	the	mission	statement	helps	to	guide	the	firm’s	strategy

	 •	 The	extent	to	which	it	will	benefit	depends	on	how	many	of	the	employees	are		
	 	 aware	of	it	and	how	it	is	used.		If	the	mission	is	simply	put	on	a	website	for	PR		
	 	 purposes	the	staff	are	unlikely	to	even	know	of	its	existence

1 (c)

(10)

Level Mark Descriptor

0

1-2

3-4

A	completely	inaccurate	response.

Isolated	elements	of	knowledge	and	understanding	–	recall	based.

Weak	or	no	relevant	application	to	business	examples.

Generic	assertions	may	be	presented.

Elements	of	knowledge	and	understanding,	which	are	applied	to	the	business	example.

Chains	of	reasoning	are	presented,	but	may	be	assertions	or	incomplete.

A	generic	or	superficial	assessment	is	presented.

Level 1

Level 2
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Question
Number

Indicative content Mark

Knowledge 2, Application 2, Analysis 4, Evaluation 4

 •	 Such	inorganic	growth	can	be	much	quicker	than	growing	internally	which	is	
	 	 important	in	a	fast	moving	market	such	as	telecommunications

	 •	 It	would	enable	access	to	531	EE	stores	to	sell	BT	products	and	services	like	
	 	 landline	and	BT	Sports	providing	revenue	synergies

	 •	 It	could	lead	to	cost	synergies	e.g.	redundancies	are	possible	as	the	two	firms		 	
  would	have	duplicated	departments	like	marketing	and	accounts	thus	could	combine		
	 	 the	two	departments	to	make	efficiency	savings

	 •	 Further	revenue	synergies	are	possible	by	being	able	to	offer	quad	play	services	i.e.		
	 	 broadband,	landline,	mobile	and	TV	all	in	one	convenient	package	for	the	customer

Potential counterbalance

 •	 Potential	culture	clashes	between	the	two	organisations	–	for	example	EE	was	
	 	 formed	from	German	and	French	organisations	and	they	may	work	in	different	ways		
	 	 to	BT,	a	British	company

	 •	 Potential	diseconomies	of	scale	as	EE	in	itself	was	formed	from	2	already	large	
	 	 businesses.	Communication	could	be	difficult	e.g.	distorted	within	a	large	hierarchy			
	 	 meaning	the	firm	cannot	react	quickly	in	a	fast	changing	telecommunications	market

	 •	 Financial	issues	arising	from	the	huge	£12.5bn	cost	and	the	new	borrowing	which		 	
	 	 could	make	the	firm	vulnerable	to	high	interest	charges	in	the	future

Potential judgement
 •	 In	such	a	fast	moving	market	inorganic	growth	is	much	faster	and	necessary	to		 	
	 	 quickly	grow

	 •	 The	firm	can	strengthen	its	position	against	rivals	by	offering	a	convenient	package	
	 	 to	consumers	thus	will	hopefully	boost	revenues	and	market	share

	 •	 Inorganic	growth	could	lead	to	diseconomies	of	scale	and	culture	clashes	which   
	 	 could	result	in	the	proposed	benefits	of	the	takeover	not	being	realised

1 (d)

(12)

Level Mark Descriptor

5-6

7-10

Accurate	and	thorough	knowledge	and	understanding,	supported	throughout	by	relevant	
and	effective	use	of	the	business	behaviour/context.

Analytical	perspectives	are	presented,	with	developed	chains	of	reasoning,	showing	
cause(s)	and/or	effect(s).

An	attempt	at	an	assessment	is	presented,	using	quantitative	and/or	qualitative	information,	
though	unlikely	to	show	the	significance	of	competing	arguments.

Accurate	and	thorough	knowledge	and	understanding,	supported	throughout	by	relevant	
and	effective	use	of	the	business	behaviour/context.

A	coherent	and	logical	chain	of	reasoning,	showing	cause(s)	and/or	effect(s).

Assessment	is	balanced,	wide	ranging	and	well	contextualised,	using	quantitative	and/or	
qualitative	information,	and	shows	an	awareness	of	competing	arguments/factors	leading	
to	a	supported	judgement.

Level 3

Level 4SAM
PLE
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Indicative content for the Option 2
	 •	 Aldi	are	already	building	up	a	delivery	network	via	their	website	selling	cases	of	wine
	 	 at	present
	 •	 The	online	market	has	grown	from	3%	of	grocery	shopping	to	6%	of	all	grocery		 	
  shopping	in	a	few	years.		If	this	trend	continues	it	is	set	to	become	a	highly	profitable		
	 	 way	to	grow
	 •	 Physical	retail	space	is	limited	since	Tesco,	Sainsbury	and	the	other	supermarkets		 	
  expanded	rapidly	several	years	ago.	The	choices	of	towns	and	locations	may	be	
	 	 limited	as	to	where	Aldi	can	set	up	new	stores.		Planning	permission	may	also	be		 	
	 	 less	likely	in	many	areas	due	to	too	many	supermarkets	already

Potential recommendations
	 •	 Given	the	success	of	their	existing	business	model	it	makes	sense	to	continue	to	set		
	 	 up	new	stores	rather	than	change	the	format	of	the	store	to	online
	 •	 Perhaps	in	the	short	term	building	stores	is	still	the	best	method	given	the	small		 	
	 	 proportion	of	UK	grocery	sales	coming	from	online (20)

Level Mark Descriptor

0

1-4

5-8

9-14

15-20

A	completely	inaccurate	response.

Isolated	elements	of	knowledge	and	understanding.
Weak	or	no	relevant	application	of	business	examples.
An	argument	may	be	attempted,	but	will	be	generic	and	fail	to	connect	causes	and	
consequences.

Elements	of	knowledge	and	understanding,	which	are	applied	to	the	business	example.
Arguments	and	chains	of	reasoning	are	presented,	but	connections	between	cause(s)	and/
or	consequence(s)/	effect(s)	are	incomplete.	Attempts	to	address	the	question.
A	comparison	or	judgement	may	be	attempted,	but	it	will	not	successfully	show	an	
awareness	of	the	key	features	of	business	behaviour	or	business	situation.

Accurate	and	thorough	knowledge	and	understanding,	supported	throughout	by	relevant	
and	effective	use	of	the	business	behaviour/context.
Uses	developed	chains	of	reasoning,	so	that	cause(s)	and/or	consequence(s)/	effect(s)	are	
complete,	showing	an	understanding	of	the	question.
Arguments	are	well	developed.
Quantitative	and/or	qualitative	information	is	introduced	in	an	attempt	to	support	judgements,	
a	partial	awareness	of	the	validity	and/or	significance	of	competing	arguments	and	may	
lead	to	a	conclusion.

Accurate	and	thorough	knowledge	and	understanding,	supported	throughout	by	relevant	
and	effective	use	of	the	business	behaviour/context.
Uses	well-developed	and	logical,	coherent	chains	of	reasoning,	showing	a	range	of	
cause(s)	and/or	effect(s).
Arguments	are	fully	developed.
Quantitative	and/or	qualitative	information	is	used	well	to	support	judgements.	A	full	
awareness	of	the	validity	and	significance	of	competing	arguments/factors,	leading	to	
balanced	comparisons,	judgements	and	an	effective	conclusion	that	proposes	a	solution	
and/or	recommendations.

Level 1

Level 2

Level 3

Level 4
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