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Product mix:

Short-term Implication
® As the business begins to expand the product mix and portfolio of products available
for sale will increase to suit the wider range of market segments targeted by the
business.
e Any products acquired during growth that do not fit the company’s business model
may be sold off.
e Wider product range makes the management of the marketing mix more difficult.

Long-term Implication
® Mergers and acquisitions will allow the business to satisfy the various niche markets.
This will result in further investment in R&D and product development in order to
satisfy the wide range of market segments the business is selling into.
e Different marketing mixes may have to be put in place for the wider range of products.

Profitability:

Short-term Implication
o Short-term restructuring costs. Initially profits may fall as a result of the increased
expenditure on assets such as machinery, buildings, IT and R&D, premises etc.
e Diseconomies of scale due to lack of proper management and duplication of work.
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(C)  Discuss the short term and long term implications of business expansion
using the following headings:
Organisation Structure; Product mix; Profitability; Employment

Organisation structure:

Short-term Implication
e As the business expands a new structure may be required as more activities may need
to be organised. The business needs a formal organisation structure such as a
functional structure which clearly identifies the chain of command and span of control
within the business.

Long-term Implication
e This functional organisation structure may be replaced by a geographic structure to
facilitate expansion into new geographic regions or a product structure to facilitate the
increased range of products.

e As businesses grow they rely more on specialist support functions and personnel. An
IT Department and/or a HR Department may be introduced to assist line managers and
thereby increase efficiency.
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Long-term Implication

As the business consolidates its position during business growth and maturity its HR
department may be able to engage in a recruitment drive for new employees as part of
its manpower planning.

The business may be able to motivate workers through higher wages and better
working conditions.

Staff training and development opportunities could open up promotion possibilities for
staff improving staff morale and industrial relations.

Bigger businesses could attract highly qualified personnel.

Employees may become alienated and demotivated in a very large business, leading to
inefficiencies.
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Long-term Implication

e As the business consolidates its position during business growth and maturity, sales
and revenues should increase leading to greater profitability.

e The business may develop economies of scale such as bulk buying, increased market
power, automation and elimination of duplication leading to efficiencies and greater
profitability.

o Greater profits will allow for higher dividends to sharcholder encouraging further
investment and the building up of reserves.

e Profits could also fall in the long term due to diseconomies of scale (poor
management, lower employee motivation resulting from very big business).
Disconnection between management and employees.

Employment:

Short —term Implication
o Initial expansion may result in rationalisation as the business attempts to remove
wasteful duplication of roles. This can lead to compulsory redundancies. The
uncertainty/fear about the future can demotivate staff and management and cause
industrial relations problems (different pay and reward systems).
e Work relationships could be stressful, due to uncertainty.
e More training required for staff.




