
ASSIGNMENT - ESSAY
CHALLENGES FACED BY AN EXPANDING BUSINESS IN THE CURRENT ECONOMIC ENVIRONMENT



 This essay will discuss the challenges faced by an expanding business in the current economic environment. It will use research to back points up and give further understanding of the challenges that expanding businesses are facing due to the economy and how it has affected certain industries and how expanding businesses have achieved success in this economy. Ghauri, Strange and Cooke (2021) communicate how emerging economies over time have opened more opportunities for businesses to expand but having to achieve Sustainable Development Goals (SDG) have made it difficult for businesses to attract customers.

Businesses face a difficult challenge of economic uncertainty. Businesses face the challenge of an unpredictable economy which can be influenced by many factors that are out of the control of small and local businesses, this makes it especially difficult for small businesses looking to expand as the uncertainty is extremely difficult to plan for. Certain factors include political instability and pandemics. 
In their research (Belitski et al., 2022) note that a large amount of small European businesses was affected by the pandemic through a reduction in sales and customer base which in turn made many businesses be forced to permanently close.
 
Another factor to consider political instability and how politics can have a huge impact on businesses wanting to expand, Al-Thaqeb and Algharabali (2019) discuss how Brexit had a massive effect on businesses expanding, the UK leaving the EU changed many policies on importing and exporting, this negatively impacted the businesses in the UK looking to expand, not only the policies on importing and exporting but even tax rules being changed affecting the decision making process for businesses and whether they can afford it. 
Brexit isn’t the only example of political instability, in recent times there has been war between Ukraine and Russia which has had tremendous implications on the economy such as with the prices of oil rising extortionately which has made it difficult for businesses expanding as it now costs more for transport. In Mbah and Wasum’s review (2022) provides further detail about how the sanctions on Russia and the freezing of their assets have had a knock-on effect for businesses operating in US, UK and Europe which makes it challenging to expand as a business. 

Further challenges that expanding business face in this economy is the rise of costs due to inflation. This has made it problematic for businesses to survive due to the rise of these costs which many businesses cannot afford and forcing them to permanently shut down. These high prices have made it a struggle for businesses to pay for stock, storage, and transportation. 
Shapiro (2022) highlights the fact that there is a shortage in employees as a factor for inflation, he also mentions how supply and demand has forced the prices up which in turn makes it both difficult for certain businesses trying to expand but has given success to certain businesses who have been able to raise their prices because of demand and taken advantage of people and gained a financial gain.

It is considered by Dekimpe and Heerde (2023) that there are more factors that has created the recent inflation including the war between Russia and Ukraine which has in turn raised the price of oil, but also another factor is the weather in certain nations, there has been many natural disasters and volatile weather conditions that have destroyed land that is used for growing crops which has raised demand and reduced supply this has made it possible for certain organisations to set prices as high as they want knowing businesses will pay cause of demand.

Looking at Glover, Mustre-del-Rio, and Ende-Beckers (2023) research it mentions how the greed of certain businesses has helped cause the recent inflation, the research goes into detail about how big greedy corporations’ have managed to exploit the market power and raise their prices at a speed that is faster than the growth of their production costs which has created the inflation. 

For businesses to expand it sometime requires access to capital, smaller businesses looking to expand typically turn to banks and investors as a source of capital, However, businesses in this economy are finding that investors and banks are less willing to give capital/money as they become concerned that they will not get a return on investment (ROI). Looking at Yao and Lui’s (2023) article sheds light on the effect of the COVID-19 pandemic on small businesses when it comes to looking for investments, the article clarifies how many small businesses have been incapable of expanding due to this lack of funds due to the loss in sales many businesses found it tough to receive loans or investment as the banks/investors are worried about getting their ROI.

Sharma et als (2023) research illustrates how small to medium sized enterprises (SME) had to rely on government financial aid to survive through the start of the pandemic, their findings suggest that SMEs were not able to survive the start of the pandemic due to not being able to adapt their organisations to the situation. Despite the financial aid from the government many SMEs struggled to expand let alone survive due to people not being able to leave their houses which clearly saw a decrease in customers. 

SMEs often explore getting partnerships and sponsorships to help them financially so that they can expand. However, in this economic environment it has been difficult for SMEs to get these partnerships/sponsorships similarly to the reasons of banks and investors they worry whether they will get a ROI. Doan et al (2023) suggest that many organisations have found that networking and working together has been a successful strategy in gaining the finances needed to be able to expand their businesses.

A struggle SMEs are having in their expanding phases is retaining top talent in their organisation. A reason they are struggling to retain these talents can be for several reasons which include not being able to provide wages/salaries that these talents are looking for. Ford, Newman and Ford (2023) explain how SMEs aren’t able to offer higher benefits to employees because of the size of the organisation and this is why they lose top talents to bigger organisations who are able to offer greater benefits which gives them more bargaining power when hiring employees. 

The importance of retaining talent for SMEs is so that they can continue to progress through innovation that comes from the ideas of the high skilled talent. Unfortunately, SMEs find it difficult to convince these employees to continue with them due to their limited resources.                                              Looking at the research of Silva and Lima (2023) we can see that high skilled workers tend to leave SMEs when they can’t see the businesses having the resources to progress and expand, which sees them moving onto bigger corporations where they believe they can put their talent to more use.

In this current economy, businesses are increasingly recognizing the importance of leveraging new technology and adapting and keeping up with technological advancements. Many businesses are using technology to make their business more efficient and successful through AI and software’s that can help with aspects of the business. These tools, including excel for the financial aspect, play a crucial role in optimising various aspects of business operations. It is important to have employees who understand how to work with the technology and take advantage of it. 
 Li et al (2023) mention in their research the correlation between SMEs performances and their ability to innovate with technology which shows the importance of having employees that can take advantage of technology.

A threat businesses face when trying to expand their business is disruption in the supply chain. In this modern day our supply chain works by getting products in exactly when its needed, the issue with this is that SMEs rely on stock and products arriving exactly when they’re needed, so when there are disruptions in the supply chain it negatively impacts SMEs as it slows down the process and progress. Alessandria et al (2023) illustrates how COVID-19 had a massive impact on the supply chain by making it more difficult to transport because of the social distancing laws, this disruption made it difficult especially for those who were having high demands and not being able to keep up with it due to the disruption in the supply , this in turn affected customer retention for many SMEs and many were forced to shut down. the effects from COVID no longer affect the supply chain but the short term affect it had caused many businesses to shut down.

The supply chain can be disrupted in many ways including natural disasters. Natural disasters are a huge reason for disruption in the supply chain by making it problematic for trades to happen when routes get cut off because of the natural disasters whether it be earthquakes, floodings and storms. In Patel’s article (2023) he insinuates how important the supply chain is for businesses and how it can be abruptly disrupted by unpredictable natural disasters which can make be impossible for businesses to plan for and work around which in turn can affect their sales making it difficult to expand.

Politics have the potential to disrupt the supply chain, when there is a feud between the politics of different countries it can have an affect on the supply chain. An example of how politics affects the supply chain is the war between Russia and Ukraine, this war has stopped the exchange of oil/petrol from Russia to Europe who were one of the biggest suppliers, this has had an extreme effect on the cost of petrol. Weihrauch, Carodenuto and Leipold (2023) talk about the politics in Germany in 2006 that changed the way businesses use the supply chain so that they stay sustainable. The effects of the politics can affect businesses expanding due to policies in certain countries not allowing them to do their business there.

Businesses looking to expand face the challenge of establishing themselves in new markets and getting a share of that market due to competition. Established businesses in market can dictate the prices and the profit margins. This can make it difficult for SMEs to expand because they can’t establish themselves in the market and make enough money to expand.  In Guney, Li and Fairchild’s (2011) article they analyse how big businesses can set the prices and therefore drive new SMEs out of the market due to their inability to keep up with the bigger corporations because of their lower finances which makes it difficult for businesses to expand whether it be in their current or new markets.

Handoyo et al (2023) illustrate how for a business to thrive in the current competitive economy they need to ensure that their operations are efficient. In the article it goes into detail about how in an intense competitive business landscape it is vital that businesses operations are as efficient as possible so that they can establish themselves in their market and can control the prices to benefit them. Being able to control the prices and establishing themselves ASAP will make it easier for them to be able to expand more.
Similarly to the last point Abbas et al (2024) also talk about how internal factors in a business is vital to help their performances and their ability to expand in the competitive economy. The article talks about technological innovations that can help businesses now control their finances and make operations more efficient. The article also mentions the importance of managers recognising the competition can help understand what needs to be done and helps them be able to motivate employees in an organisation to perform highly to compete.

In the current economic environment businesses have been implementing technology to their operations making it more efficient. Businesses have been relying on technology in their data security to be more effective. Businesses do face the threat of cyber security breaches which can have detrimental effects on them. In an article written by Ahmed and Hassan (2023) it acknowledges how businesses have been trying to please customers with the security of knowing their data is safe, it talks about how data breaches can cause reputational damage with customers. The FTC website (Technology, 2022) shows an example of a data breach, the example is of Equifax who in 2017 had a massive data breach which landed them millions in fines and a of course reputational damage.

In an article written by Aljabri, Almalki and Altalhi (2023) it describes how technology has managed to improve certain aspects of businesses such as communication and speed of services. Alternatively, it is mentioned that businesses must worry about certain cyber threats such as cyber security, blackmailing and ransom.  These threats to businesses can destroy businesses looking to expand through again being able to ruin the reputation and image of the business through people blackmailing certain individuals in the hierarchy and threating them with certain material that can have reputational damage for the individual and therefore the business which in turn can ruin sales.
The technological threats have evolved over the years alongside the technology itself proving to be at times much more serious threats to businesses. An article by Fadziso et al (2023) backs this by mentioning the different kind of threats that have arisen over the years with the advancement of technology. Furthermore, the article explains how a single breach can expose millions of individuals information from a businesses database which can do significant damage for both the business and individuals. Spanglers article (2023) talks about the breach in the Sony company data breach on May 31st, 2023, which saw the information of almost 6,800 employees get exposed publicly which caused substantial damage to these employees.

Businesses wanting to expand need to ensure that they abide by the regulations and laws that are set for businesses to run legally. These laws can make it complex for certain businesses to expand by limiting what they can do. The consequences that come with not abiding these laws can include fines, legal penalties and tarnishing the reputation of the businesses, these repercussions can shy SME’s and big corporations from expanding in certain sectors and markets. Looking at Kalyvaki’s (2023) article discussing the laws and regulations business need to abide relating to the technology market, these laws and regulations include intellectual property and data protection that businesses need to tolerate to legally operate.

To be able to expand your business it requires money/capital. Like mentioned before if businesses do not comply with the laws and regulations of the markets, they are trying to enter they can face extreme fines that can make it extremely tough for businesses to financially afford to enter the new market they are looking at. In Aldous’s review (2022) it gives an example of a corporation being Marriot International who were heavily fined for not complying with the laws and regulations. Marriot International were fined £18.4 million in 2018 for a massive data breach in 2014 that leaked the information of their customers which made their information public threating their customers safety.

Like previously mentioned other ways businesses can be affected by not abiding with regulations and laws is damaging their reputation. This can happen by businesses being publicly exposed about laws and regulations they are not following which allows for potential customers to be put off from them. The reputation of a business is an important factor when they are looking to expand into new markets. In their research (Guo, Wang and Kuai, 2023) found  in China they have strict laws and regulations over pollution and climate change, the research found that many firms were not complying with these laws and so the government had this information publicly shown as a consequence which gave reputational damage to these firms as many customers were upset with how these firms were negatively impacting the environment.

Expanding businesses need to make sure that they analyse macroeconomic factors that can affect them and plan accordingly, macroeconomic factors consist of exchange rates, taxes and cultural. When looking at expanding its important that they take in consideration these factors to succeed in entering a potential new market. In their article (Goyal et al, 2023) they use an example of non-performing loans (NPL) as a macroeconomic factor that can affect on the financial stability of banks in both developing countries and developed countries which businesses need to look at when making the decision of possibly expanding in certain countries.

Similarly, businesses need to recognise the microeconomic factors as well when thinking about opening in a new market. Microeconomic factors include pricing of land/infrastructure, availability of labour and taxes. It is imperative that businesses consider the cost of the land/infrastructure that they plan on putting their business. An article written by (Gatot et al, 2023) illustrates how businesses that analyse and plan for microeconomic factors when expanding into a new market have a competitive advantage against others in that sector. It also expresses that businesses that ignore the microeconomic factors tend to fail to expand successfully.

Innovation is a factor that businesses need to look at when considering expanding, innovation is needed to achieve customer satisfaction and to have them returning for the product or service. Expanding business need to ensure that they keep up with customer expectations through constantly innovating and satisfying customers. Baltazar et al’s article (2023) uses the example of a family business and their need to continue to innovate so that they can not only keep up with competition but also to be able to expand and enter new markets. Innovation can also bring new opportunities to businesses and grow a business and help them to succeed and make more money.

To conclude, we can see from research that the challenges that businesses face in this current economy can prove to be both negative and positive for them when looking to grow and expand into new markets. Research shows that when businesses analyse and plan around these challenges, they can use it to their advantage and gain an edge on their competition. From looking at the current economy it is vital for businesses to understand what the challenges they face are and what they can do to overcome it.
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