
Expand or buy - 
which is best for you?

Organic vs Inorganic

There are two types of business growth, 
each with its own opportunities and risks.

• Organic growth comes from expanding or 
increasing an organisation’s internal activity  
leading to greater revenue.  

• Inorganic growth comes from external factors 
such as mergers, acquisitions or joint ventures.

Smart guide - part one of a two-part series

Everyone loves business growth. As the number one 
signifier of success, increasing your revenue is the 
key goal for most businesses. This overview of the 
potential growth paths available to SMEs will help 
plot your future business strategy.
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Stronger staying power

Business survival rates are higher with companies that 
have focused on organic growth. According to McKinsey 
& Company, a survey of the share-price performance 
of 550 US and EU companies showed that for all levels 
of revenue growth, those with more organic growth 
generated higher shareholder returns than those that relied 
more heavily on acquisitions. Putting in more time and 
focus generates more value and greater staying power.

Greater control

While it takes more time, organic growth is typically less 
expensive and more manageable. It will be easier to predict 
and control growth in the long term which makes it the far 
safer option. Using a proven model means that you already 
have the experience and resources necessary to keep 
expanding on your proven track record of success. Besides 
that, bringing in growing revenue is a sign that things are 
working in your organisation.

Better adaptability

Companies that focus on organic growth tend to have 
relatively close-knit management teams that are well-
versed in the company strategy. They know the business 
operations and have plenty of industry connections and 
knowledge as well as a clear long term vision. These 
management teams, also having time of their side, are 
typically better at adapting to change in the market and 
avoiding pitfalls along the way.
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Organic growth

Opportunities

The top line: control, flexibility and safety
Organic growth gives businesses a more controlled and safer expansion strategy 
with greater ability to adapt to future challenges.

Finding new audiences

It’s all very well deciding to grow organically but where 
are those greater sales figures going to come from? 
Where are you going to find those new audiences? 
To generate growth, you need to invest in marketing 
and structure your business to achieve the requirements 
of the expansion. If you are entering new markets or 
returning to markets decimated by Covid-19, the strategy 
will still need to be watertight.

The Resource Catch-22

Any growth that a company achieves, needs to be done at 
a sustainable pace. This means it’s impossible to overshoot 
the personnel, systems or resources available. However, 
you don’t want to expand your team too early before that 
extra revenue is flowing through. It’s a fine line to walk 
and to complicate matters, employing staff is currently 
a challenge. It’s not just the people either - IT systems, 
processes and infrastructure all need to be considered.

Risks
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Inorganic growth

The top line: speed, share and strength
Many businesses find that there’s a glass ceiling when they get to a certain level 
of growth. Buying the competition can cement a company’s place in the market.

Opportunities

Quicker Expansion

There are some things that cannot be achieved by 
growing organically. The speed of growth possible by 
purchasing competitors is simply impossible any other 
way. Businesses can expand their client list overnight, 
which gives them a strong competitive advantage. 
It also opens the door for cross-selling opportunities 
and promoting complementary products or services.

Larger Share

A key advantage to acquisition is the fact that you are 
eliminating a competitor and moving into the market share 
left behind. Strategic acquisition may also allow you to 
move into sectors that you were previously weak in and 
catch your rivals offguard. There is also the benefit of an 
entire company’s prior connections and relationships to 
expand into.  Spreading your SG&A over a larger base will 
allow your margins to increase.

Obtain Talent

Effective recruitment is a challenging and expensive 
process. Acquiring new businesses and the people that 
made them worthy competitors is a huge resource to 
be gained. The knowledge and experience of two teams 
combined together will benefit the output of both. 
Mergers and integrations are a notoriously tricky process 
to get right, but when it does, this leads to better strategic 
decision-making all round.

The Expense

Mergers and acquisitions require sizable amounts of 
capital. If your business does not the cash in the bank, this 
will mean taking on a loan, which makes the prospect even 
riskier. If your due diligence fails to catch something fatal 
or you are trying to buy your way out of declining growth, 
problems will just occur further down the line and on a 
much larger scale. You may also have accrued debt that 
you are unable to pay off or customers you don’t want to 
deal with.

The Integration

As mentioned, integrating teams is a challenging 
enough prospect on its own. With acquisitions, there is the 
added complications of scaling your operations at the 
same time. If there is a clash of cultures or the integration 
is not well organised at a management level, an acquisition 
will be unable to take hold. Due diligence should cover 
the social culture as well as the normal fiscal and 
sustainability elements.

Risks



Business Control 
Expand or buy - which is best for you?

Smart guide

4 smart accounting, sound advice

The pinch points

Before: Due Diligence

Ahead of signing the formal purchase agreement, performing due diligence allows 
companies to make a truly informed decision. Due diligence confirms the seller’s financial 
performance, looks for any unreported liabilities and assesses the long-term sustainability 
of revenue. Together, this helps to ensure the purchase price is reasonable. It’s a complex 
and exhausting process so it’s tempting to save time and money by doing the bare 
minimum. However, the investment here can ensure that there are no pricey surprises 
later down the line.

From a financial perspective, 
these are the main financial 
pain points to watch out for...

After: Integration

Most acquisitions are buying into a reliable cash flow, so the larger overheads should 
be well-managed. However, integrating two businesses present a host of managerial 
and technical challenges. Suddenly scaling operations and expanding systems needs 
dedicated management to be successful. If there is a cultural clash or the restructuring of 
personnel is not handled well, this can quickly lead to an unsuccessful integration and the 
need to hire new talent during a turbulent time.

During: Purchase Cost

The biggest cost for any M&A strategy will usually be the purchase price. Once due 
diligence has been completed and both parties are satisfied, the buyer has to come up 
with a lump sum. This may mean a loan if they don’t have the financial reserves already. 
With the value of two businesses to stake their loan against, buyers will often find they can 
access great lines of credit. However, this option creates a greater risk and more pressure 
on the successful integration of the two businesses.
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Disclaimer

While we have made every attempt to ensure that the information contained in this Smart Guide has been obtained from reliable sources, Business Control is not responsible 

for any errors or omissions, or for the results obtained from the use of this information. All information in this guide is provided “as is”, with no guarantee of completeness, 

accuracy, timeliness or of the results obtained from the use of this information, and without warranty of any kind, express or implied, including, but not limited to warranties 

of performance, merchantability and fitness for a particular purpose. In no event will Business Control be liable to you or anyone else for any decision made or action taken in 

reliance on the information in this Smart Guide or for any consequential, special or similar damages, even if advised of the possibility of such damages.

 
Richard Starkey’s bottom line

“When considering whether to grow your business 
through buying or expanding, it’s important to 
understand the opportunities and risks of each 
potential path. Hopefully, this document has 
given  you a little insight into this.

“There’s no doubt that organic growth is more 
manageable and less expensive, but where are you 
going to get your sales from? You have to invest in 
marketing and also the extra resources to cope with 
the increased workload. 

“If you have amounted a cash mountain, then buying 
can be an appealing prospect - what else are you 
going to do with all that cash in the bank? Even if you 
get a 10% return, that is much better use of capital 
than it just being sat in a bank account. And if you 
don’t have the cash but can get the money cheaply, 
then the prospect to buy is still there. You just have to 
turns the profits around quickly to make it viable. 

“If you are consolidating, Business Control can help 
you. Due diligence is a long-winded process, but with 
the right partner to control and manage the process, 
you can be assured that there will be no surprises.”

For more information, contact the team at 

hello@businesscontrol.co.uk 

or by calling: 01225 840538
Look out for part 2 of this series, 
which includes a checklist for 
assessing your growth options. 
Coming to your inbox soon!


