TOPIC 2.1: Growing the Business

Organic/Internal Growth

Inorganic/External Growth

Becoming a PLC

Becoming a Multinational

Methods: launch new products,
enter new markets (e.g. vegan, value,

open in new location.

Benefits: business can stick to values
without involvement of new

stakeholders

Drawbacks: may be a long time
between investing and seeing an

increase in profit.

Merger: two businesses join and operate
as one.

Takeover: One business takes control of
another by acquiring more than 51% of
the shares.

Benefits: rapid increase in market share
Drawbacks: may demotivate some staff,
e.g. due to friends losing jobs, or having
to adapt to new ways of working.

Public Limited Company:
a business that can sell
shares to the publicon a
stock exchange.
Benefits: ability to raise
additional finance.
Drawbacks: public
accounts, risk of
takeover.

Multinational: a business with
operations in more than one country
(also known as a TNC)

Benefits: ability to sell to larger
market, able to manufacture abroad
for a lower cost.

Drawbacks: potential damage to
reputation if found to be operating
unethically.

Internal Sources of Finance for Growing Businesses

Retained profit: profits saved in bank account

No interest to pay

Takes a long time to save up

Selling assets: selling equipment/buildings no longer needed

Interest free

Assets may be needed in future

External Sources of Finance for Growing Businesses

Loan capital: borrowing money from bank

Large sum of money in one go

Interest

Share capital: selling shares to those invited

Can raise large sums of finance

Dividends paid = less retained profits

Stock market floatation: shares sold to public on stock exchange

Larger sums of finance raised

Dividends paid, risk of takeover

Changing Business Aims

Impact of Globalisation on Business

Adapting Marketing Mix

Ethics/The Environment

Focus on increasing
market share when: sales
are high, business is
becoming more
established.

May have to re-focus on
survival when: a new
competitor enters market,
sales fall unexpectedly.

Improvement in transport/communication make it easier
for businesses to export products to other countries, import
cheaper materials, and outsource manufacturing.

Barriers to International Trade

Tariffs: countries charge taxes on imports to encourage
people to buy domestic goods. .
Trading blocs: it can be harder for countries not s
part of trading blocs (e.g. EU) to export products.

Product: e.g. changing
meat due to religion.
Promotion: e.g. changing
language of
adverts/packaging.

Price: needs to be
affordable in country
Place: e.g. physical stores if
limited internet available.

Ethical practices e.g. using
Fairtrade ingredients
improve reputation but
could reduce profit.g
Environmental
considerations include

reducing energy use and
reducing plastic packaging.
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