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Business Growth and Business Types 

Below are some types of firms – make a brief note outlining the nature of each type, and add another 2 examples 

of your own. Remember that, in reality, a business could possibly be characterised by more than one of these 

categories. 

Type Description Example 1 Example 2 Example 3 

Small – Medium 

Enterprise (SME) 

 tutor2u   

Social Enterprise  Big Issue   

Nationalised  Network 

Rail 

  

PLC  Marks and 

Spencer  

  

Ltd Company  Poundland    

Partnership  Many 

dentists 

  

Sole Trader  Mobile 

hairdresser 

  

Cooperative  John Lewis   

Give 7 reasons why small businesses are likely to survive: 

1.   

 

2.   

  

3.   

  

4.    

  

5.   

  

6.   

  

7.   
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A great way to structure your answers to exam questions is to consider the impacts on different stakeholders. 

Let’s apply this approach to the benefits of large firms. Can you think of 2 or 3 benefits of large firms for each of 

the following stakeholders? 

 

 

Revision and Learning Tip: you can often work things out by manipulating knowledge that you already have…e.g. 

advantages of small businesses could be “flipped” to becoming disadvantages of large businesses, or you could 

think of “depends on” statements for the advantages of large businesses.  

Tasks: for each of the small-firm advantages below, write a corresponding large-firm disadvantage. 

Small firm advantage Large firm disadvantage 

Contract out to large firms  

Flexible and innovative  

Can provide niche goods & services  

Too small to suffer from diseconomies of scale  

 

Give 6 reasons why a firm may want to expand and grow: 

1.   

 

2.   

  

3.   

  

4.   

Firm itself

•

•

•

Customers

•

•

•

Employees 

•

•

•

Suppliers

•

•

•
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5.   

  

6.   

 

Give a brief explanation of each of the following methods of business growth, and give examples: 

Method Meaning Examples 

Organic / internal 

growth 

  

Horizontal merger   

Vertical merger   

Conglomerate 

merger 

  

  

Note down some of the advantages of growing using organic growth: 

 

 

 

 

 

 

 

 

 

 

 

Read the case study below relating to Aldi’s organic growth strategy. Highlight any advantages and disadvantages 

of their strategy: 

In September 2019, the discount supermarket Aldi announced that it was planning to open a new store every week 

on average, over 2 years, a strategy that would cost £1bn. In the year up to the announcement, Aldi’s customer 

base increased by 800 000 and revenue rose by £1.1bn (an increase of 11% on the previous year). These gains were 

almost entirely due to the opening of new stores – there are now 840 stores. However, over the same period, profits 

fell by 18%, due to the cost of expansion and also the price-cuts needed to maintain a “competitive edge” in existing 

stores. 
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Most new stores would be in the London area. However, market analysts suggest that this will be a real challenge 

for Aldi, because of the expense of London retail properties and the lack of parking. Aldi would hope to attract 

London customers who might have already heard about the bargains to be had, not just in food and drink, but in 

other household items. Patrick O’Brien of market research firm GlobalData said “the rate of growth they’re enjoying 

isn’t going to last forever…they’re going to be in the same boat as their bigger rivals”. In response, Giles Hurley 

(Aldi’s boss) said “we take a very long-term view of our business and the focus is very much on our sales, our 

customers and our store numbers, and not on short-term profitability” Mr Hurley also went on to say that the 

biggest problem facing Aldi is Brexit and being able to source the products that customers want to buy – with a 

much smaller product range, it will be harder to match the larger supermarkets in finding replacement items. 

In March 2020, supermarket giant Tesco started price-matching against many Aldi products, in an aggressive 

competitive move. 

Note down some of the disadvantages of growing using organic growth: 

 

 

 

 

 

 

 

 

 

 

 

A tip for thinking about the advantages and disadvantages of external growth (i.e. growth through merger) is to 

consider the type of merger e.g. horizontal, vertical or conglomerate – some advantages/disadvantages may only 

be relevant to 1 or 2 types. 

On the next page, you will see a grid of possible advantages / reasons for mergers. For each advantage, you 

need to: 

i) Decide whether it is relevant to a horizontal, vertical and/or conglomerate merger 

ii) Decide whether it would have been important in the following merger examples: 

a. Marston’s and Carlsberg breweries 

b. IKEA and Romanian forestry 

c. Unilever and Graze 
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Some mergers fail, and the companies have to part ways several years later, often after great expense. Some 

mergers that have failed include: 

• eBay and Skype 

• Daimler-Benz and Chrysler 

• Bank of America and Merrill Lynch 

• AOL and Time Warner 

• Microsoft and Nokia 

• Sabadell and TSB 

Note down 6 reasons why mergers may fail. Then, carry out your own research into each of the failed mergers 

above, and decide on the main reason for its failure. 

1.   

 

2.   

  

3.   

  

4.   

  

5.   

  

6.   

  

Can achieve economies 
of scale quickly

A “shake up” of 
management could help 

struggling firms to 
survive

Knowledge transfer can 
lead to greater 

innovation and dynamic 
efficiency 

Reduce “duplication” of 
departments, raising 
productive efficiency

Gain new market share –
loyal customers to 1 

brand may more easily 
“adopt” another

Reduce the cost of 
competing against a rival 

firm

Access better 
distribution channels 
and a greater range of 

suppliers – reduces risk

Can achieve “economies 
of scope” through 

diversification

Chance for much higher 
profits if average costs 

are lower


