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Abstract

Understanding the forms of business organizations and expansion strategies is essential
for entrepreneurs who aim to achieve sustainable growth. Each type of business organization sole
proprietorship, partnership, corporation, cooperative, and state-owned enterprise has unique
characteristics that influence managerial structure, risk distribution, capital acquisition, and the
company'’s potential for expansion. Additionally, expansion strategies, both internal and external,
play a crucial role in increasing market reach and competitive advantage. This article identifies
various business organization forms, analyzes factors that influence organizational choice, and
explains the expansion strategies relevant to different business types. The findings highlight the
importance of aligning organizational structure with expansion strategies to optimize business
growth in a competitive environment.
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INTRODUCTION

Business organizations function as structured mechanisms that guide how a company
operates, manages resources, distributes responsibilities, and creates value. Choosing the
appropriate organizational form is one of the most fundamental decisions an entrepreneur must
make, as it determines legal responsibility, access to capital, managerial control, and potential
scalability.

Alongside organizational structure, expansion strategy becomes a central element for
business growth. Rapid technological developments, dynamic consumer behavior, and global
market integration require companies to continuously innovate and expand. Therefore,
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understanding how to expand through internal development or external collaboration is essential
for long-term competitiveness.

This paper provides a comprehensive explanation of the forms of business organizations
and analyzes expansion strategies applicable to various types of companies.

METHOD
This study uses a qualitative descriptive approach supported by literature review. Sources
include:

Textbooks on business management and entrepreneurship

'

Journal articles about business structure and expansion

]

v
Government regulations on business entities

|

Online publications and professional reports

Data were analyzed by categorizing concepts, comparing business characteristics, and
synthesizing theories related to expansion strategies.

RESULTS AND DISCUSSION
Analysis of Business Organization Forms
Sole Proprietorship
sole proprietorship is a business owned and operated by a single individual. Its defining
characteristics include:
e Full control of decision-making
e Fast and simple establishment process
e Unlimited personal liability, meaning the owner is responsible for all debts
e Limited access to capital, as funding is generally personal
This form is suitable for small-scale businesses with low risk, such as retail shops, services,
or online businesses.
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Partnership (Firma or CV)
partnership involves two or more individuals sharing ownership.
Characteristics:
e Shared capital and shared risk
e Increased managerial expertise due to multiple owners
e Less formal and flexible structure
e May include general partners (full liability) and limited partners (limited liability)
Partnerships are effective for medium-scale businesses that require diverse expertise,
such as consulting firms, law firms, and trading companies.

Corporation (Perseroan Terbatas — PT)
corporation is a legal entity separate from its owners (shareholders).
Characteristics:
e Limited liability (shareholders only risk capital invested)
e Easier access to capital (through shares and investment instruments)
e Structured management with a board of directors
e Scalable operations, enabling rapid expansion
e Higher regulatory and administrative costs
Corporations are ideal for businesses with long-term goals, large capital needs, and
significant growth projections.

Cooperative
cooperative is a business entity owned by its members to meet shared economic needs.
Characteristics:
e Democratic system: one member, one vote
e Profit distribution based on member participation, not capital
e Strong community orientation
e Focus on improving welfare, not maximizing profit
Cooperatives are suitable for agricultural, consumer, and savings-and-loan activities.

State-Owned Enterprise (BUMN)
SOE is an organization owned and operated by the government.
Characteristics:
e Provides public services while also generating revenue

321
IJETER, Volume 04 Issue 01, 2026

Copyright to the author of some rights reserved This work is licensed under aCreative
Commons Attribution-ShareAlike 4.0 International License.



https://e-journal.citakonsultindo.or.id/index.php/IJETER
http://creativecommons.org/licenses/by-sa/4.0/
http://creativecommons.org/licenses/by-sa/4.0/

International Journal of Technology and Education Research

https://e-journal.citakonsultindo.or.id /index.php /IJETER

E-ISSN: 2986-0733

e Large-scale operations (energy, infrastructure, transportation)
e High capital capacity
e Regulated to protect national interests

BUMN'’s structure enables strategic expansion aligned with national economic policies.

Factors Influencing the Choice of Business Organization

The choice of organizational form depends on:

Capital Needs — Larger scale businesses require formal structures (e.g., PT).
Risk and Liability — Entrepreneurs seeking limited liability tend to choose PT.
Operational Complexity — Complex businesses need structured management.
Tax Considerations — Different business forms have different tax obligations.

vk e

Expansion Plans — Businesses aiming for mergers or going public must adopt corporate
structures.
6. Human Resource Needs — Larger organizations need hierarchical structures and clear job
divisions.
Understanding these factors helps entrepreneurs choose appropriate organizational
forms aligned with their long-term goals.

Expansion Strategies in Business
Expansion enables companies to increase market share, improve production capacity, and
strengthen competitiveness. Expansion is divided into internal expansion and external expansion.

Internal Expansion (Organic Growth)
Internal expansion refers to growth achieved using internal company resources.
Forms include:
a. Market Penetration
Increasing sales in existing markets through improved promotion, pricing, or distribution.
b. Product Development
Creating new products or improving existing ones to meet changing consumer needs.
c. Capacity Expansion
Adding machinery, hiring more workers, or expanding facilities to increase production
volume.
d. Opening New Branches
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Expanding geographic coverage by establishing new stores or operational units.

e. Digital Transformation
Using technology (e-commerce, automation, digital marketing) to expand operational
capacity.

Advantages:
e Lowerrisk
e Greater control
e Growth is gradual and stable

Disadvantages:
e Requires more time
e Limited by internal resources

External Expansion (Inorganic Growth)
External expansion involves collaborating with or acquiring external entities.
Forms include:

a. Merger
Combination of two companies to form one new entity.
Useful for reducing competition, increasing market control, and combining resources.
b. Acquisition
One company takes over another, gaining full control.
Effective for quick market entry and technology acquisition.
¢. Joint Venture
Two companies create a new legal entity for a specific project.
Ideal for entering foreign markets, sharing technology, and reducing risk.
d. Strategic Alliances
Cooperation between companies without forming a new legal entity.
Examples: co-branding, shared technology, distribution partnerships.
e. Franchising
Granting rights to use the company’s brand and business model.
Often used by food, beverage, and retail industries for rapid expansion.
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Advantages:
e Faster growth
e Access to new markets and technologies
e Shared financial burden
Disadvantages:
e High integration risk
e Cultural and operational differences
e Potential conflict of interest

4. Aligning Organizational Form with Expansion Strategy
The success of expansion depends on compatibility between the organizational form and
expansion type:

‘ Business Form H Expansion Suitability H Notes ‘

‘ Sole Proprietorship H Internal only H Limited capital, high personal risk ‘

Internal &  small-scale|More expertise but still limited liability

Partnershi .
P external issues

Ideal for mergers, acquisitions, global

Corporation (PT All expansion types .
P (PT) P P expansion
. . Democratic structure may slow external
Cooperative Internal expansion .
expansion
BUMN H Large-scale external HStrategic, national-scale projects

Corporations (PT) are the most flexible for expansion, while sole proprietorships have the
most limitations.

CONCLUSION

Understanding business organization forms and expansion strategies helps entrepreneurs
plan and manage business growth efficiently. Each business organization has advantages and
limitations that influence capital access, operational control, risk management, and expansion
capability. Expansion strategies, both internal and external, require careful planning and
alignment with the company’s organizational structure. Entrepreneurs should evaluate their
business goals, resources, and risk tolerance before choosing the appropriate organizational form
and expansion method.
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SUGGESTION
Entrepreneurs are advised to:

1.Entrepreneurs should analyze long-term business goals before deciding on the organizational

structure.
2. Expansion should consider financial readiness, market conditions, and managerial capacity.
3.Corporations should prepare for regulatory compliance when planning mergers or acquisitions.
4.Small businesses are advised to begin with internal expansion before exploring external growth.
5. Continuous evaluation and strategic adjustments are essential for sustainable business growth.
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