Merger Examples
This is a Horizontal example of a merger
because Co-op are at the same level of
production as Somerfield but the co-op
have decided to buy Somerfield so the
businesses can produce more products and
create a better profit as a whole. The
companies can increase their market shares
and earn more money for the business.
Co-op has been told to sell some of the
stores it has purchased with Morrison’s,
Waitrose and Iceland because it has
interested parties.
The firm have also confirmed that they aim
to double their profits over the next three
years by merging their companies together.
The idea of the merge is so the company
can provide “rocket fuel” for the firm, which,
in other words means that they can make
more money by combining their products
and making the company as one big store.
Economies of Scale
 Purchasing economies – co-op would be able to buy their food and supplies
in bulks so that everything would be cheaper and then the company could
produce more of a profit.
 Marketing economies – the company can afford better advertisement and as
shown on television the adverts show how co-op and Somerfield have now
come together across Britain and this is done for more opportunities to target
customers.
 Managerial economies – the companies top managers can come together
to discuss what needs to be done with the store now that they are only one
business. They can choose one main manager to completely make decisions
but it would need to be discussed with other important managers.
 Financial economies – the company will have more money available to
negotiate financial terms, and they can then understand what the usage of
the money will be for.
Diseconomies of Scale
 Decision making – now that the companies have expanded, it takes time to
make decisions and things will run slowly. Now, if there is a sudden change in
the business market then there will be missed opportunities for the company
because making the decisions will have to have more thought and take
longer to conduct.
 Managerial – both managers could argue with each other there would be
conflict as the two of them don’t seem to get along and run the business
together. If this was to occur the business wouldn’t do so well and the
company could become damaged and not run as smoothly as it should be.
 Communication – with the business now bigger it would be difficult to
communicate with one another, and other people within the business. Once
receiving the information it would be difficult to respond quickly.

