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Stakeholders, Location & Growth (Papers 1 & 2: Unit 1) 

Business 

The importance of location 
Location is the place where a firm decides to site its operations. 
Location decisions can have a big impact on costs and revenues. 

A business needs to decide on the best location taking into account 
factors such as: 

Customers ( proximity to the market)- is the location convenient for 
customers? 

Raw Materials - does the business need to be close to raw materials 
for cost or freshness of product? 

Staff (labour)- are there sufficient numbers of local staff with the 
right skills willing to work at the right wage? 
Competition -  Is it best to be close or removed from direct 
competitors? 
Cost - how much will the premises cost? Those situated in prime 
locations (such as city centres) are far more expensive to rent than 
edge-of-town premises. 

Franchising: When a business grows 

by allowing other private businesses 

to use their brand name/advertising 

Stakeholders influence business aims and objectives, by putting pressure onto the 

business for their own benefit. 

Stakeholder conflict occurs when two or more stakeholder groups want different 

things from a business, e.g. shareholders want high dividends and employees want 

higher rates of pay. 

Purchasing Economies of Scale 

When you buy in bulk you can get 
Cheaper supplies, per unit cost. 

Technical Economies of Scale 

When you use automation and the 
cost per unit decreases 

Diseconomies of Scale 

Arise when cost to produce each 
unit rises, as production increases. 

 

Organic growth = When a business expands, by 

increasing their size (opening a new shop, 

expanding a factory). 

Merger - When 2 businesses 
agree to become one. 

This can reduce costs and help 
the combined business become 
the market leader 

Take over - When 1 business 
buys out another, if this is not 
approved by the bought business 
it is called a “hostile takeover” 

Outsourcing: 

always involves getting another busi-
ness or organisation to provide the 
service for you.  

External Growth: 
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Aims/Objectives & Business Plan (Papers 1 & 2: Unit 1) 

Business objectives: 

 Survival  

 profit maximisation 

 Growth - domestic (UK)and 
international 

 market share, 

 Customer satisfaction, 

 Social and ethical 
objectives 

 shareholder value 

Factors impacting on objectives: 

 Age and size of business 

 Competition 

 Purpose for business being 

created 

 UK economy  

 

Costs: 

The money spent by a business on goods and 
services  

Revenue: 

The income (money) generated from the sale of 
goods/services  

Loss: 

Where expenditure  (spending) is greater than 
income  

Profit: 

The difference between the money received from 
the sale of a good/service and the amount it cost; 
the amount that remains after all the costs have 
been paid. Profit = total revenue – total cost  

Average Cost: 

Total Costs ÷ Number of products/services 


