29. Organic and inorganic growth
1. Fill in the words

Some firms grow rapidly due to sharply rising demand for their products. Growth from within the business is known as _________________ growth. To grow even more rapidly firms often look for external growth by _____________________ or merger. In 2015 Poundland paid £55 million for the 250 ‘99p stores’. Poundland had 600 stores before the deal and had set itself the target of 1000 stores in the UK. It might have taken the company 5 years to have built these stores for itself, so ______________________ growth was a faster route to achieving its _______________________.  Missing words: objectives; strategic, organic; vertical; takeover; inorganic
2. Problems of growth. Match cause to effect (which letter goes with which number?)

	Cause
	Effect

	1. A new layer of management added
	A. Loss of management control

	2. Widening span of control
	B. Insufficient delegation to new managers

	3. Careful, detailed selection and training of new staff
	C. Senior staff may compete too fiercely with each other

	4. New structure created, with product directors
	D. Risk of loss of shared vision

	5. Autocratic entrepreneur
	E. Weaker customer focus due to time spent on staff


3. Reasons to grow through inorganically. Briefly explain:
3.1 Why a UK supermarket chain might wish to buy a supermarket business in India. _______________________
______________________________________________________________________________________

3.2 Why Renault might want to merge with Peugeot _______________________________________________
______________________________________________________________________________________
3.3 Why a cosmetics company such as L’Oreal might consider buying a retailer such as Boots _________________
______________________________________________________________________________________
4.  Which terms are defined by the following statements:
4.1 When two firms of approximately equal size agree to become a single company.
4.2 Growth achieved from within the company, e.g. by launching a new range of products.

4.3 A system of management that checks all decisions and ensures that decisions, actions and information are recorded with care and conform to pre-set rules.

4.4 Cutting back on the firm’s capacity in order to cope with a serious reduction in demand.
5. State 2 possible management problems in each of the following circumstances
5.1 A large computer business takes over a small, dynamic company producing computer games software.
______________________________________________________________________________________

______________________________________________________________________________________

______________________________________________________________________________________

5.2 A company’s new internet business grows very rapidly, forcing it to boost its staff from 2 to 42 in six months. 

______________________________________________________________________________________

______________________________________________________________________________________
_______________________________________________________________________________________________

29. ANSWERS - Organic and inorganic growth
1. organic … takeover … inorganic … objectives
2. 1D, 2A, 3E, 4C, 5B
3.1 To find a new source of growth (given that grocery retail is a saturated market in Britain)
3.2 Two car companies coming together should provide scope for major economies of scale.

3.3 This type of takeover (known as forward vertical) can give a chance to ensure the best possible display for your own products/brands 

4.1 Merger
4.2 Organic growth

4.3 Bureaucratic

4.4 Retrenchment

5.1 a) A culture shock on both sides, perhaps too great for staff at the games business (who will leave)

5.1 b) The systems and pay grades used in the large business may not fit those in the smaller business.

5.2 a) This extremely rapid growth will force the firm to introduce new layers of hierarchy; this may make the business far more bureaucratic

5.2 b) It will be almost impossible for the 42 staff to get fully trained – as there won’t be enough people with enough experience to train them properly   
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