






Strategic and Financial Making Decision 1

Task 4
There are a number of factors that have to be put into consideration whether Tesco plc should decide to use more debt or equity in order to finance their expansion. One of the factors to take into consideration is the risk. The risk is very crucial to consider as far as a firm is either using more debt or equity. First, if Tesco plc is to issue more debt in introducing a new computer system which it is believed to streamline its supply chain activities then it should first consider what will happen to their relationship with the borrowers if at any case they fail to repay, Pijper (2016). On the other hand, when issuing more equity, the company has to consider what are the necessary steps to be taken in case the concerned parties do not follow the obligations and the commitments laid out. All these have to be taken into consideration before choosing, either way, to finance the expansion and determine the best way to raise the long-term funds.
Secondly, the cost of finance to be incurred is also critical for Tesco plc to consider. If the cost of financing in introducing a new computer system which is believed will streamline its supply chain activities are much larger than the benefits to be contented then the company should not take such a step. For instance, if the cost of finance to expand when using more debt is higher than that of issuing more equity, then Tesco plc has the obligation to choose the latter. This strategy will help Tesco plc to have a healthy way of financing as long as competition in the retail industry is concerned.
Control also comes in as another factor to consider when choosing the method to fund Tesco plc expansion by introducing a new system. According to Scott et al. (2018), by issuing more equity usually results to dilution of control in between the different stakeholders involved in the firm which is not recommendable since every stakeholder has both be involved as they contribute in one way or another in the business. On the other hand, issuing more debt is also tricky since once the borrowers fail to repay back the debt the relationship between the two ceases.
The need to weigh whether the source of funding is long term or short term. Both firms and investors have to consider both long-term and short-term funding. First, short-term funding may inconvenience the operations to be completed to the fullest and thus there is need to take precautions as far as Tesco plc needs to expand in introducing a new computer system is concerned, Pijper (2016). In different circumstances, long-term financing may also be hectic if the mode of financing involves borrowing. For that reason, Tesco plc should consider the mode of financing to expand that which is favourable and will not in any way interfere with the daily operations in the retail sector.
