	IGCSE BUSINESS STUDIES



TEST ON INTEGRATION

Section 1 – glossary terms
	Chain of production


	The various stages of production through which a good goes before reaching the consumer.  The chain of production shows the links between the primary, secondary and tertiary sector.



	Conglomerate


	An organisation that operates in several unconnected product or market areas.  This brings diversification and therefore risk-bearing economies of scale.



	Diversification


	The practice of moving into a product or market area which is different from the one in which a particular business is already established.  This can bring about risk bearing economies of scale.



	Economies of scale


	Those factors that, as a business grows and its output increases, allows the average cost of the business to fall.



	Horizontal merger or integration


	The joining of two or more companies that operate at the same level in the chain of production and produce the same type of product.  An example of this type of merger would be McDonalds and Burger King.



	Lateral merger


	The joining together of two firms at the same stage of production which produce similar, but not identical, goods.  They will also have employees with similar skills and employ similar capital goods.  Examples are a biscuit and a chocolate manufacturer.



	Market share


	A measure of the proportion of the total sales of a market that a particular product, brand or business holds.  This is often used as a measure of business success.



	Merger


	The joining together of two or more firms.  This might be because one business has taken over another or because two firms have agreed to join.  There are several types including horizontal, vertical, lateral and conglomerate.



	Takeover


	A situation where one company takes control of the ownership of another company by persuading the owners to sell their equity (either a sole trader, partners of shareholders).



	Vertical merger


	The joining of two companies from different levels of production in a merger to become one company.  The oil industry is an example of a vertically integrated industry, with oil companies owning businesses at all three stages of production (oil wells, oil refineries and petrol stations).
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Section 2 – data response
The chocolate manufacturer “Rowntree Macintosh” has been approached by ‘Nestle’ (another chocolate manufacturer) with an offer of a takeover.  

a)
What type of integration is this?

	
	

	
	[2]


b)
Explain one advantage for Nestle, which could be gained from this type of integration.

	
	

	
	

	
	[2]


c)
Name two other types of integration.

	
	

	
	[2]


d)
Apart from integrating with another business, identify one other method by which a business can grow.

	
	

	
	[2]


e)
Name 2 internal stakeholders affected by this takeover.

	
	

	
	[2]
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