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Discuss the challenges faced by an expanding business in the current economic environment.

[bookmark: _Int_6SmpBbXG][bookmark: _Int_m0LFy67j]The majority of businesses usually face challenges due to the change in the current economical environment. Makos (2024) states factors such as inflation, taxes, consumer spending and interest rates are just a few of the factors that can affect any business. 

Inflation is one of the major factors affecting businesses. CFA Journal (2024) explains that Inflation is caused when the consumer demand for any certain product rapidly increases meaning the business cannot meet the demands of the consumer this then causes inflation rates to rise. There are ways to be able to handle inflation, for example, Henley Business School (2024) believes that companies could hedge their costing of key inputs such as labour and capital or have resources to smooth out prices where input costs are recurring. New businesses may struggle to keep up with the consumer demand for products that they sell if they do not have the correct set up and means to meet the demands of the customer.

Taxes are another factor that businesses face. UK Business Magazine (2024) suggests taxes can immensely reduce a company's profit. The tax rates vary from country to country and affect businesses in different ways. For example, taxes on sales can reduce a company's take-home pay resulting in a reduction in profit. However, income taxes can increase the total amount of money a company must pay. In addition to this point My Business Blog (2024) indicates that interest rates of tax can lead to financial burden and can impact business decisions or behaviors in a negative fashion which can lead to long lasting damage.

[bookmark: _Int_2rqGpgfA][bookmark: _Int_Mep9RfFH]In addition to these points Consumer Spending is another factor in the challenges businesses face. BBC BiteSize (2024) expands on the fact that although consumer spending can be a positive in terms of an increase in consumer income will help a business expand and lower the unemployment rate. If the consumer spending decreases, then the business will be underperforming causing the unemployment rate to increase and causes the economy to become unstable. Bamigola (2024) describes that in the retail business consumer spending is an essential factor to a thriving business. On the other hand, it can also cripple a business, for example, during economic downturns consumers may cut back on their spending, impacting retailers. In regard to a new business especially, consumer spending is absolutely vital to the success of the business. If the consumer isn't spending money on products sold by the business, then it will eventually become non profitable and disband. Possibly causing individuals to be in financial turmoil.

[bookmark: _Int_wHJC1fHY][bookmark: _Int_cXQNIVg5]In businesses Interest rates are always rising and for a new expanding business this could cause some big challenges. NatWest (2023) sums it up by saying Interest rates can affect businesses as they will face higher borrowing costs eroding margins even further. Also, they go on to say that businesses may not be affected directly but they may experience second hand effects as suppliers will increase their own prices as they could face supply disruptions. Higher interest rates can impact businesses, American Express (2024) describes it as higher rates usually means a higher cost of capital for the business. The interest rates can also affect the consumer, meaning they spend less on business products. Policymakers usually only move the rates gradually to try and avoid any shocks to businesses which could lead to a destabilisation of the economy. 

[bookmark: _Int_sHTzuUoW]In modern day business technology plays a crucial role. It helps by enhancing efficiency, productivity, and innovation. It enables companies to streamline operations and improve communication with customers and also employees. In addition, this technology provides valuable data insights that can influence strategic decision-making and drive business growth. Hogarty (2022) writes that a recent study taken by JLL shows that close to 80% of companies plan to incorporate at least 10 different technologies such as workplace apps and virtual reality into their organisations by 2025. However, as this point covers the positives that technology brings, Adil (2023) argues that technology brings negatives to a working environment. Adil believes that with the increase in technological apps such as Skype and WhatsApp etc. Human interaction around the workplace is rapidly decreasing causing overall productivity to drop below average. He also goes on to say that to increase productivity, face to face communication must remain a key factor in workplace activities rather than everything being done via technology. Hubvela (2024) agrees with Adli stating that technology can have negative impacts on businesses such as the cost of new technology can sometimes be significantly overpriced and can impact organisations financially. Also, organisations rely too much on technology, for example if their server was to disconnect then the business would be at a standstill until the situation was rectified. Technology can also protect businesses from things such as Cyber Attacks. Slack (2023) backs up this point by saying that old software such as antiviruses and firewalls simply are not as sufficient anymore. With the new software and technological advances of the modern day, businesses will be safer and be able to protect themselves better against Cyber Attacks.

[bookmark: _Int_zCX0ciC0][bookmark: _Int_VAsm3mf4]Brexit, (the United Kingdom's withdrawal from the European Union) has had significant implications for businesses. It has led to changes in trade regulations and customs procedures, affecting supply chains and market access. Businesses have faced increased costs, administrative burdens, and due to the new trading relationship between the UK and the EU, companies operating in the UK or trading with UK-based partners have had to adapt to these changes and navigate the evolving business landscape post-Brexit. Allianz Trade (2024) goes into depth on the comments made from former treasury economist Julian Jessop. They state that Jessop believes leaving the EU (Brexit) has reduced the UK’s vulnerability to international shocks in the market. Furthermore, he believes the UK is more resilient to global supply chain disruption than other economies. This is due to the supply chain changes the UK has faced since the implementation of Brexit. On the other hand, MSC Notaries (2024) disagrees with the point made by Allianz Trade stating that they believe Brexit has impacted businesses in a negative fashion. Regarding imported or exported UK goods they explain that if the products do not meet the rules set out by TCA (Trade and Cooperation Agreement) then they can be subject to the UK global tariff. However, even if they do meet them, there could still be unexpected added charges when buying produce. Shrestha (2024) recognises that Brexit has had a positive impact on businesses in several ways. One significant benefit is the newfound flexibility and autonomy that businesses in the UK now have in setting their own regulations and trade policies. This can lead to reduced bureaucracy and potentially lower costs for businesses, as they are no longer bound by EU regulations that may not align with their specific needs. Furthermore, Brexit has opened up new opportunities for businesses to explore trade agreements with countries outside of the EU. The UK can now negotiate its own trade deals, allowing businesses to access new markets and diversify their customer base. This increased freedom in trade negotiations can lead to enhanced competitiveness and growth for UK businesses. Additionally, Brexit has sparked innovation and adaptation within businesses as they navigate the changing landscape. Companies are investing in technology and digital solutions to streamline operations and remain competitive in the global market. This innovation drive can lead to increased productivity and efficiency, ultimately benefiting businesses and the economy.

[bookmark: _Int_rv82ibwJ][bookmark: _Int_Nirw2pg5][bookmark: _Int_kFxUeNnG][bookmark: _Int_QRDFTJn3][bookmark: _Int_xj9M0k3h]Another major event that has happened in very recent years that has had both a positive and negative effect on businesses is the Covid-19 pandemic. Most people remember the Covid pandemic in a negative light, however, it had both positive and negative outcomes in the world of business. Richmond (2022) informs people that in times of disruption such as the Covid-19 pandemic, it can be the best time to implement change. In a business environment a crisis situation can make it easier to persuade employees who may have been resistant to change that now is the time to act. Adding to this point, the sense of urgency a crisis creates can also drive collaborative problem solving within team groups, innovation and a more positive willingness to experiment with new ideas, etc. An example of this would be during the pandemic the spread of the virus caused a big boost in the use of contactless payment which benefited retail stores. In most people's opinion Covid had a negative effect on the business world, someone who agrees with this point is Mcgregor (2021). Her facts and figures heavily favor the negative effects covid had on businesses. She believes industries like entertainment, travel and luxury were hit the most by the pandemic. For example, Edinburgh airport recorded its lowest number of passengers since 1995 in the year 2020. The airport handled just under 3.5 million passengers which compared to 2019 is a staggering 76% reduction. This estimated to have cost the Scottish economy nearly £1 Billion along with the loss of over 21,000 jobs. In addition to this Financial Times (2024) sums up the negative outlook the pandemic has had on businesses by writing, the COVID-19 pandemic has had a profound and widespread negative impact on businesses in the UK, with one quarter of companies temporarily closing due to the lockdown measures implemented to curb the spread of the virus. The restrictions imposed by the government to enforce social distancing and limit public gatherings have forced many businesses to cease operations, leading to a significant loss of revenue and financial instability. The closure of businesses has not only resulted in immediate financial losses but has also created long-term challenges for companies, including disruptions to supply chains, reduced consumer demand, and uncertainty about the future economic landscape. The majority of businesses that have managed to remain operational during the pandemic have reported lower turnover, as consumer spending has decreased, and market conditions have become increasingly volatile. The impact of the pandemic on businesses has been felt across various sectors, with industries such as hospitality, retail, and travel experiencing particularly severe consequences. The closure of non-essential businesses and restrictions on travel have led to a sharp decline in customer footfall and sales, forcing many companies to furlough employees or make difficult decisions regarding layoffs and cost-cutting measures plus the economic uncertainty caused by the pandemic has made it challenging for businesses to plan for the future and make strategic decisions. 


The microenvironment directly impacts a company's operations and activities. Nasrudin (2023) provides insights into the positive aspects of a microenvironment by saying external stakeholders within this environment can positively influence the business, presenting opportunities. Customers drive product demand, generating revenue for companies, while suppliers provide essential inputs. Government interventions, such as tax cuts or incentives for environmentally friendly practices, can create a favorable business environment. These factors highlight the interconnected nature of the microenvironment and its role in shaping a company's success. However, Nasrudin (2023) fails to mention the negatives that the microenvironment has on businesses. Oxford (2016) explains that the microenvironment encompasses various external factors that can have a negative impact on businesses. Customers, whether local or international, play a crucial role in shaping a company's marketing strategies. The reasons behind customer purchasing decisions can significantly influence how products and services are marketed to them. Instability in customer demand can pose challenges for businesses, affecting the effectiveness of marketing efforts. Fluctuations in customer preferences, economic conditions, or competitive pressures can lead to unpredictable shifts in demand, making it difficult for businesses to anticipate and respond effectively. Understanding and adapting to these dynamics within the microenvironment is essential for businesses to navigate challenges and sustain success.

On the other hand, the macro environment is a set of external factors that build up the company's macro environment, including economic factors, demography, technologies, natural forces, as well as political and sociocultural factors. Bragina (2017) discusses that the macroenvironment encompasses external factors that affect a company on a broader scale. These factors can have significant negative effects on businesses. For instance, economic conditions such as recessions or inflation can impact consumer purchasing power, leading to reduced demand for products or services. Political instability, trade disputes, or regulatory changes can create uncertainty and disrupt business operations. Technological advancements may require costly upgrades or changes to stay competitive. Social trends and cultural shifts can influence consumer preferences, affecting market demand. Environmental factors, such as natural disasters or climate change, can disrupt supply chains and increase operational costs. Overall, the macroenvironment presents a complex and dynamic landscape that businesses must navigate, with potential challenges that can hinder growth and profitability. Adapting to these external forces is crucial for businesses to thrive in a constantly evolving global marketplace. 

In businesses leadership is a key factor to how successful and well run a company is. Team leaders or business owners can affect the whole organisation based on how they decide to lead their team and employees. Lee (2023) discusses her views by saying different leadership styles have varying effects on expanding businesses. For instance, a democratic leadership style fosters open communication and encourages team input, creating a collaborative environment where diverse perspectives are valued. This can lead to increased innovation, employee engagement, and overall team morale, which are crucial for driving business growth and expansion. On the other hand, an autocratic leadership style, characterized by top-down decision-making and limited employee involvement, may hinder creativity and stifle employee motivation. In contrast, a transformational leadership style, which inspires and motivates employees towards a shared vision, can drive organizational change and facilitate business expansion through a motivated and empowered workforce. Ultimately, the choice of leadership style can significantly impact the success and growth trajectory of a business.

With unexpected change it is vital to understand and create solutions to ensure it is dealt with accordingly. Ollagnier (2024) suggests that AI is one of the greatest changes a business must face in 2024 and believes that navigating the transformation of generative AI, leaders must embrace the shift in their approach to learning and leadership to foster trust and effectiveness in the evolving digital era. Immersing themselves in technology is crucial for leaders to adapt and embed learning seamlessly into their work processes. By reimagining workflows, leaders can strategically integrate generative AI to enhance efficiency and innovation, breaking down organizational silos and aligning technology with overarching business objectives. This shift enables a focus on reshaping work dynamics to better cater to customer needs, support employees, and drive sustainable business outcomes. Furthermore, continuous learning is imperative in mastering generative AI, necessitating dynamic skill development initiatives to adapt to evolving technological landscapes. Organizations can leverage tools like skills mapping to facilitate smoother transitions from traditional to emerging roles, unlocking capacity for higher-value activities. Prioritizing comprehensive learning equips workers with market-relevant skills and fosters collaboration with AI technologies, emphasizing the importance of soft skills alongside technical competencies. Ultimately, leaders must engage with their workforce, listening and involving employees at every stage to cultivate trust and ensure a cohesive transition towards a generative AI-enabled future. By championing a culture of continuous learning and collaboration, organizations can navigate the complexities of technological advancement and drive sustainable growth in the digital age.

Ahir, Bloom and Furceri (2022) believe that the prevalence of global shocks is a lasting reality. While each event may vary, a common thread emerges increased geo-economic fragmentation and heightened political polarization in the U.S. and Europe. These ongoing trends contribute to escalating global uncertainty, which shows no signs of abating. In response, we recommend that organizations adopt three key strategies. Firstly, it is crucial to prioritize understanding global economics and politics more than ever before. While stability may prompt firms to concentrate solely on markets, turbulent times necessitate staying informed to preempt potential global disruptions. Larger corporations may find value in actively engaging in the political sphere through advocacy and lobbying efforts. Investing in resources to closely monitor geopolitics, particularly focusing on pertinent issues and regions, is essential for navigating these challenges effectively.

In conclusion, expanding businesses encounter a multitude of obstacles in today's economic landscape. From heightened competition to evolving consumer preferences, navigating growth poses intricate challenges. Economic instabilities, such as market fluctuations and trade disruptions, further complicate the journey of expansion. Managing cash flow, securing funding, and harmonizing operational efficiency with growth objectives are pivotal considerations for businesses seeking to scale up. Moreover, regulatory adherence, economic uncertainty, and technological advancements present additional barriers to expansion. Despite these hurdles, strategic planning, flexibility, and a customer-centric approach can facilitate successful expansion amidst the current economic climate. Proactive problem-solving and seizing growth opportunities enable businesses to establish a foundation for enduring success and resilience in a dynamic economic setting.
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