38. Reasons for staying small
1.  Missing words
Among plcs it’s hard to find a business that deliberately stays small. Unambitious chief execs don’t last long. But among family-run __________________ limited companies there can be clear reasons to stay small. Some will be organizational, such as the desire to keep ______________________________ within the family, which could be regarded as an odd reason to restrict growth. There can also be service-based reasons, such as a made-to-measure wedding dress shop where the _________________________ and quality of service (and skill and therefore satisfaction) depends on a small scale of operation. If taken to a high enough level (dresses for celebs) the business might be small in scale but highly profitable. It is also possible to run an e-commerce business that uses outsourcing so effectively that high profits can be generated from a small staff. 
Missing words from: management, flexibility, regulation, private, economies. 
2. True or False?
2.1 Small firms survive because they can react faster to changes in customer tastes or habits.


2.2 Expanding is hard for service businesses because of economies of scale.
2.3 Flexibility is a virtue for companies but not customers.



2.4 Niche e-commerce sites such as Ashbourne Press (books online about Fulham FC) face little or no competition
3. Match two examples to each reason to stay small. (Write the letters in the box) 
	Reason to stay small
	Ans
	Examples
	Examples

	3.1 Diseconomies of scale
	
	a) Gaining satisfaction from knowing every customer by name
	e) Being ‘the only artisan breadmaker in Bath’ may be a reason to stay small

	3.2 Product differentiation and USPs
	
	b) When businesses grow, it gets harder to coordinate activities without a bureaucratic management structure  
	f) Going from an online back-bedroom operation to a big, stock-filled warehouse can seem too big a step 

	3.3 Customer service
	
	c) No need to take on more staff if online orders are met by outsourced staff  
	g) It can be hard to keep a premium-priced position in the mass market; better to stay small and niche 

	3.4 E-Commerce
	
	d) Big businesses can suffer inefficiencies due to slow vertical communications 
	h) If the success of a café is down to the owner’s great personality, it’s no use expanding by opening more outlets 


4. Explain why:  
4.1 Small chocolate producers manage to survive against the might of Cadbury (which has 35% of the UK market). 

______________________________________________________________________________________

______________________________________________________________________________________
______________________________________________________________________________________

4.2 Family businesses sometimes choose to stay small rather than accept outside investment ______________________________________________________________________________________
______________________________________________________________________________________

4.3 A single-product company may be wise to stay small ____________________________________________
______________________________________________________________________________________
______________________________________________________________________________________

38. ANSWERS: Reasons for staying small
1. private … management … flexibility
2.1 True

2.2 False
2.3 False 

2.4 True

	Reason to stay small
	Ans
	Effect on business
	Effect on business

	3.1 Diseconomies of scale
	B, D
	
	

	3.2 Product differentiation and USPs
	E, G
	
	

	3.3 Customer service
	A, H
	
	

	3.4 E-Commerce
	C, F
	
	


4.1 They find niches that are profitable, but too small for a large business to be interested in. Cadbury might produce something for Valentine’s Day, but not Fathers’ Day. Others can.

4.2 The real purpose of a family business may be to keep the family connected; so bringing in outside investors may help growth, but at the cost of family harmony

4.3 The product life cycle is only a theory, but a long-standing one; it’s risky to build a whole business around one product; so a more cautious approach may make more sense
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