L esson 3

ODbjectives of Business

You want to performwell in your examination; you want to earn money to sustain your
livelihood; you want to be agood citizen; you want to hel p the poor and needy people.
What arethese? These may be different objectivesthat you want to achieveinyour life. In
thesimilar way every businesshas several objectives, whichit wantsto achieve. What are
those objectives?

Inthislesson let uslearn about various objectives of business.
3.1 Objectives

After reading thislesson, youwill beableto:
e dtatethemeaning of objectivesof business,
classify objectivesof businessinto economic, socid, human, national and global;
explainthenature of variousobjectivesand their significance;
state the meaning of businessenvironment; and

recognisethe various componentsof businessenvironment.
3.2 Objectivesof Business- M eaning

An objectiveissomething you want to achieve. Asalearner of NIOS, you may have many
objectives in mind; one could be to perform well in the examination. Similarly,
business objectives are something which a business organi zation wants to achieve or
accomplish over aspecified period of time. These may beto earn profit for itsgrowth and
development, to provide quality goodsto its customers, to protect the environment etc.
Thesearethe objectivesof business. Inthefollowing sectionlet usclassify the objectivesof
business.
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Economic objectives

e Profitearning

e Creation of customers
e Regular innovations

e Best possible use of
resources
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3.3 Classification of Objectivesof Business

Itisgenerally believed that abusinesshasasingle objective, that is, to make profit. But it
cannot be the only objective of business. While pursuing the objective of earning profit,
business unitsdo keep theinterest of their ownersin view. However, any businessunit
cannotignoretheinterestsof itsemployees, customers, thecommunity, aswell astheinterests
of society asawhole.

For instance, no business can prosper in the long run unlessfair wages are paid to the
employeesand customer satisfaction isgiven dueimportance. Again abusinessunit can
prosper only if it enjoysthe support and goodwill of peoplein general. Businessobjectives
also need to be aimed at contributing to national goalsand aspirationsaswell astowards
international well-being. Thus, the objectivesof businessmay beclassfied as-

a Economic Objectives
b. Socia Objectives

C. Human Objectives

d. National Objectives
e Globa Objectives

Now weshall discussal theseobjectivesin details.

3.4 Economic Objectives

Economic objectives of businessrefer to the objective of earning profit and also other
objectivesthat are necessary to be pursued to achievethe profit objective, whichinclude,
creation of customers, regular innovationsand best possible use of availableresources. Let
uslearn about these.

i. Profitearning

Profitisthelifeblood of business, without which no business can surviveinacompetitive
market. Infact profit making isthe primary objectivefor which abusinessunitisbroughtinto
exigence. Profitsmust be earned to ensurethe surviva of business, itsgrowth and expansion
over time. Profits hel p businessmen not only to earn their living but also to expand their
businessactivitiesby reinvesting apart of the profits.

Inorder to achievethisprimary objective, certain other objectivesare a so necessary to be
pursued by business, which areasfollows:

a) Creation of customers

A businessunit cannot survive unlessthere are customersto buy the productsand services.
Again abus nessman can earn profitsonly when he/she providesquality goodsand services
at areasonable price. For thisit needsto attract more customersfor itsexisting aswell as
new products. Thisisachieved withthehelp of various marketing activities.

b) Regular innovations

I nnovation means changes, which bring about improvement in products, processof production
and distribution of goods. Business units, through innovation, are ableto reduce cost by
adopting better methods of production and also increasetheir sales by attracting more




Objectives of Business

customers because of improved products. Reduction in cost and increasein salesgives
more profit to the businessman. Use of power-loomsin place of handlooms, useof tractors
inplaceof handimplementsinfarmsetc. areall theresultsof innovation.

Cc) Best possible use of resources

Asyou know, to run any businessyou must have sufficient capital or funds. Theamount of
capital may be used to buy machinery, raw materials, employ men and have cash to meet
day-to-day expenses. Thus, businessactivitiesrequirevariousresourceslikemen, materias,
money and machines. Theavailability of theseresourcesisusudly limited. Thus, every business
should try to makethe best possible use of theseresources. Thisobjective can be achieved
by employing efficient workers, making full use of machinesand minimizing wastage of raw
materiads.

Intext Questions 3.1

Given below are some statementsrel ating to the economic obj ectives of business.
Some statementsaretrueand some arefa se. Identify thetrue statements:

[ Creation of demand for goodsisthe primary objective of business.

ii.  Profitsareexpected to be earned by businessmenin proportion to the amount
of capital investedinbusiness.

ii.  Itisnot alwaysnecessary for businessmen to make the best possible use of
materias.

Iv.  Businessmen should use profitsearned from the businessonly for their own
living.
V.  Generation of employment isthe primary economic objectiveof business.

3.5 Social Objectives

Social objectivesarethose objectives of business, which aredesired to be achieved for the
benefit of the society. Since businessoperatesin asociety by utilizing itsscarce resources,
the society expectssomething inreturnfor itswelfare. No activity of thebusinessshould be
aimed at giving any kind of troubleto the society. If business activitieslead to socially
harmful effects, thereisbound to be public reaction against the business sooner or | ater.

Social objectivesof busnessinclude production and supply of quality goodsand services,
adoptionof fair trade practicesand contribution to thegenerd welfare of society and provision
of welfareamenities.

i.  Production and supply of quality goodsand services

Since the business utilizes the various resources of the society, the society expects to
get quality goods and servicesfrom the business. The objective of business should beto
produce better quality goodsand supply them at theright timeand at aright price. It isnot
desirableonthe part of the businessmanto supply adulterated or inferior goodswhich cause
injuriesto the customers. They should chargethe price according to thequality of thegoods
and services provided to the society. Again, the customers al so expect timely supply of al
their requirements. Soitisimportant for every busnessto supply those goods and services
onaregular basis.
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Social objectives

e Production and
supply of quality
goods and services

e Adoption of fair
trade Practices

e Contribution to the
genera welfare of
society
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ii.  Adoption of fair tradepractices

In every society, activities such as hoarding, black-marketing and over-charging are
considered undesirable. Bes des, mid eading advertisements often giveafalseimpression
about the quality of products. Such advertisements deceive the customers and the
bus nessmen usethem for the sake of making large profits. Thisisanunfair trade practice.
Thebusinessunit must not createartificial scarcity of essential goodsor raisepricesfor the
sakeof earning more profits. All these activitiesearn abad name and sometimes makethe
businessmenliablefor pendty and evenimprisonment under thelaw. Therefore, theobjective
of businessshould beto adopt fair trade practicesfor thewelfare of the consumersaswell
asthesociety.

iii.  Contribution tothegeneral welfareof thesociety

Businessunits should work for the general welfare and upliftment of the society. Thisis
possiblethrough running of schoolsand collegesfor better education, opening of vocationa
training centresto train the peopleto earn their livelihood, establishing hospitalsfor medical
facilitiesand providing recregtiond facilitiesfor thegenerd publiclikeparks, sportscomplexes
etc.

Intext Questions 3.2

Which of thefollowing statementsrel ating to social objectivesof businessareright and
whicharewrong?

i)  Socid objectiveof businessisbased ontheassumption that what isgood for business
isalso good for society.

i) Production and supply of quality goodsto the consumer isthe social objective of
business.

i)  Creation of demand for the product isasocial objective of business.

iv)  Establishment of sportscomplex for the publicisthe economic objective of business.

V)  Hoarding and black-marketing are considered desirable on the part of business.

3.6 Human Objectives

Human objectivesrefer to the objectivesaimed at thewell-being aswell asfulfillment of
expectations of employeesasalso of peoplewho are disabled, handicapped and deprived
of proper education andtraining. Thehuman objectivesof bus nessmay thusinc udeeconomic
well-being of the employees, social and psychological satisfaction of employees and
development of human resources.

i.  Economicwell being of theemployees

Inbusinessemployeesmust be provided with fair remuneration andincentivesfor performance,
benefitsof provident fund, pension and other amenitieslike medical facilities, housing
facilitiesetc. By thisthey feel more satisfied at work and contribute morefor the business.
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ii. Social and psychological satisfaction of employees

It isthe duty of business unitsto provide social and psychological satisfaction to their
employees. Thisispossibleby making thejobinteresting and challenging, putting theright
personintheright job and reducing the monotony of work. Opportunitiesfor promotion
and advancement in career should & so be provided to the employees. Further, grievances
of employeesshould be given prompt attention and their suggestions should be considered
seriously when decisionsaremade. If employeesare happy and satisfied they can put their
best effortsinwork.

iii. Development of human resour ces

Empl oyeesashuman beingsalwayswant to grow. Their growth requiresproper training as
well asdevel opment. Business can prosper if the people employed canimprovetheir skills
and devel op their abilitiesand competenciesin course of time. Thus, it isimportant that
business should arrangetrai ning and devel opment programmesfor itsemployees.

iv. WEél being of socially and economically backwar d people

Business unitsbeing inseparabl e parts of society should help backward classesand also
peoplethoseare physically and mentally challenged. Thiscan bedonein many ways. For
instance, vocational training programme may be arranged to improve the earning capacity
of backward peopleinthecommunity. Whilerecruitingit Saff, bus nessshould give preference
to physically and mentally challenged persons. Businessunitscan a so help and encourage
meritorious studentsby awarding scholarshipsfor higher studies.

Intext Questions 3.3

Below are given some statementsregarding human objectives of business. State which of
themare“true’ andwhichare“fase’:

i.  Businessmen should pay proper remuneration which will motivate theworkersfor
work.

ii.  Businessunitsshould provide socia and psychologica satisfactionto theemployees.
iii.  Businessmen should not help disabled personsunlessthey areemployedin business.

iv.  Businessunitsshould ignorethe suggestions given by the employeeswhiletaking
important decisions.

V.  Heping physicaly handicapped personsinthe society isan economic objective of
business.

3.7 National Objectives

Being animportant part of the country, every businessmust havethe objectiveof fulfilling
national goalsand aspirations. The goal of the country may beto provide employment
opportunity toitscitizen, earn revenuefor itsexchequer, become salf-sufficient in production
of goodsand services, promote social justice, etc. Businessactivities should be conducted
keeping these goal s of the country in mind, which may becalled national objectives of
business. Thefollowing arethe nationa objectivesof business.

Human Objectives

e Economicwell
being of the
employees

e Social and
psychol ogical
satisfaction of
employees

e Development of
human resources

e \Well being of
socialy and
economically
backward people
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National Objectives

Creation of
employment
Promotion of social
justice

Production according
to national priority
Contribution to the
revenue of the
country
Self-sufficiency and
export promotion
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i.  Creation of employment

Oneof theimportant national objectives of businessisto create opportunitiesfor gainful
employment of people. Thiscan be achieved by establishing new businessunits, expanding
markets, widening distribution channels, etc.

ii.  Promotion of social justice

Asaresponsiblecitizen, abusinessman is expected to provide equal opportunitiesto all
personswithwhom he/she deals. He/Sheisal so expected to provide equa opportunitiesto
all the employeesto work and progress. Towardsthis objective special attention must be
paid to weaker and backward sections of the society.

iii.  Production accordingtonational priority

Businessunitsshould produce and supply goodsin accordancewith theprioritieslaid down
intheplansand paliciesof the Government. One of the nationa objectivesof businessinour
country should beto increase the production and supply of essential goods at reasonable
prices.

iv. Contributetotherevenueof thecountry

Thebusinessownersshould pay their taxesand dueshonestly and regularly. Thiswill increase
therevenue of the government, which can be used for the devel opment of the nation.

v.  Sdf-sufficiency and Export Promotion
To help the country to become salf-reliant, busi ness units have the added responsibility of

restrictingimport of goods. Besides, every businessunitsshould aim at increasing exports
and adding to theforeign exchangereserves of the country.

Intext Questions 3.4

Fill intheblankswith suitableword(s) fromthose givenin brackets:

(i) Toproduceanddigtributeessential goodsat areasonablepriceisalan
objectiveof business. (socid, nationa, human)

(i) Tohelpthecountry to become self-reliant business units should aim at increasing

. (export import, prices)

(i)  Busnessunitsshould pay taxeshonestly and .(occasondly, frequently,
regulaly)
(iv) Businessshould provide equa opportunitiestoal its .(owners,

employers, suppliers)

3.8 Global Objectives

Earlier Indiahad avery restricted businessrelationship with other nations. Therewasavery
rigid policy for import and export of goodsand services. But, now-a-daysduetolibera
economic and export—mport policy, restrictionson foreign investments have been largely
abolished and duties on imported goods have been substantialy reduced. Thischange has
brought about increased competition in the market. Today because of globalisation the
entireworld hasbecomeabig market. Goods produced in one country arereadily available
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in other countries. So, to face the competition in the global market every business has
certain objectivesin mind, which may be called the global objectives. Let uslearn about
them.

i. Raisegeneral standard of living

Growth of business activities across national borders makesavailable quality goods at
reasonablepricesall over theworld. The people of one country get to use similar types of
goodsthat peoplein other countriesareusing. Thisimprovesthestandard of living of people.

ii. Reducedisparitiesamongnations

Business should help to reduce di sparitiesamong therich and poor nations of theworld by
expandingitsoperation. By way of capitad invesment in deve oping aswell asunderdevel oped
countriesit canfoster their industrial and economic growth.

iii.  Makeavailableglobally competitive goodsand services

Businessshould produce goodsand serviceswhich areglobally competitiveand have huge
demand inforeign markets. Thiswill improvetheimage of the exporting country and also
earn moreforeign exchangefor the country.

3.9 BusinessEnvironment

Conditionsor Situationsthat affect business activitiesmay beregarded asthe environment
of business. In other words, business environment refers to the surroundings and
circumstances, which influence bus ness operations. Thisenvironment consistsof forces
andfactorsinternal or external to abusinessfirm.

Theskill and ability of employees, their attitude to work, rel ations between managersand
subordinatesetc. may beregarded asinternal environment of business. Theseareimportant
factors, which may affect business operations. But these are within the control of the
businessman. By taking suitabl e stepsthe conditions can beimproved.

Onthe other hand, external environment refersto all those aspect of the surrounding of
bus ness, which arenot within the control of the managersand may affect businessactivities
to agreat extent. You may have noticed that sometimes thereisless demand of goods
produced by aparticular firm. It may be dueto better quality substituteswhich customers
findmoreuseful. Again, if thegovernment policy changesso asto allow foreign goodsto be
imported at lower ratesof customsduty, Smilar good produced inIndiamay not sell, asthe
pricesof imported goodsmay belower. These conditionsaregenerdly not withinthe control
of thebusinessmen.

L et usdiscuss about the external factorswhich influence or affect businessactivitiesand
operationsand arenot controllableby businessmen. Wemay classfy thesefactorsaseconomic
factors, socid factors, palitical factorsand technologicd factors.

(i) Economicfactors

Economicfactorsinclude thosefactorswhich affect the business environment dueto

Global objectives

e Raisegenera standard

of living

e Reduce disparities

among nations

e Make available
globally competitive

goods and services.
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(i)

(iii)

(iv)

changesinincomelevel of the people, rates of interest on borrowing, availability of
capital, tax rates, demand and supply of goods and also changes in government
economic policies, etc. For example, you may havenoticed that if thelevel of income
of peoplegoesup, thereisincreased demand for goodsand services. Similarly when
interest rateson loansarelower people spend more on buying durablegoodslike, car,
home etc. Growth of businessnaturally takesplace asaresult of increased spending
by consumers.

Social factors

Thenature of goodsand servicesin demand depends upon the changesin habitsand
customsof peopleinthesociety. With risein popul ation the demand for household as
well asother goods hasincreased. The nature of food and clothing hasa so changed
to agreat extent. Demand for packaged food and ready-made garment hasincreased
inrecent times. All these force the businessto produce goods accordingly. So the
socia and cultural factorshave a so affected the production pattern of business.

Palitical factors

Businessenvironment isadversely affected by the absence of political stability. The
workers' union may demand higher wages, may indulgein frequent strikeetc., which
affect thenormal functioning of business. Problemsof law and order Situationin border
aress, conflicts between countries, absence of favourable economic aswell asexport—
import policy aso affect the businessactivities. Businessactivities suffer serious set
backsunder such circumstances.

Technological factors

Technologica advancement awaysleadsto improvement inthe processof production,
transportation and communication. Changein technology ismostly associated with
better service and cost efficiency. Inrecent years, information processing and storage
with the use of computers and telecommuni cation facilities have devel oped rapidly.
People now prefer to use mobile phonesin place of landline phones. Now-a-days
electronic gpplianceshavereplaced dectrica equipmentsvery widely. Businessactivities
are bound to suffer if enterprises do not adopt upto-date technology asand when
necessary.

Intext Questions 3.5

Matchthefollowing.

(A) B)
Lower Interest rate a.  Politicd factor
Demand for Packaged Food b.  Technologicd factor
Strikeinthefactory c.  Socid factor
New Methodsof Production d.  Economicfactor

3.10 What You Have L earnt

Any thing that the business organi zation wantsto achieve over aspecified period of
timeiscaled businessobjective.
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Economic objectives
Socid objectives
Human objectives
National objectives
Global objectives

Typeof Businessobjective

Economic objectives

Social objectives

Human Objectives

National Objectives

Global objectives

e Profitearning e Production and | ¢ Economicwelbeing | @ Creationof e Rasegenera
e Creation of cus supply of quality of the employees employment standard of
tomers goods  and |4 gocigl and e Promotion of social living
. Services psychological justice e Reduce
* Regularinnova-| o - Adoption of fair | satisfaction of o Production disparities
tion trade practices employees according to among nations

e Best possible use
of resources

e Contribution to

e Development of

national priority

o Makeavailable

generd welfareof human resources e Contribution to globally
the society e Economicwell the revenue of the competitive
being of socially country goods and
services.

and economically
backward people

e Sdf-sufficiency
and export
promotion

e Conditionsor situationsthat affect business activitiesmay be regarded as business
environment.

e Thevariousexternd factorswhichinfluenceor affect busnessactivitiesand operations
ae
() Economicfactors
(i) Socid factord
(i) Politica factors
(iv) Technologica factors.

3.11 Terminal Exercise
Profit earning isthemain objective of business. Explain.
Explain theeconomic objectivesof business.
Enumeratethe socia objectivesof business.
Explaintheimportance of national objectivesof business.
Enumerate and explai n the human objectives of business.
Explaintheglobal objectivesof business.

What ismeant by bus nessenvironment?

Distinguish betweeninternal and external businessenvironment.

© 0o N g~ wbdPE

Explainthevariousfactorsthat affect the business activitieswhich arenot under the

control of abusinessman.
10. Explainhow technological factorsinfluencethe businessoperations.
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3.12 Key to Intext Questions
31 i Fdseii.Trueiii. False iv. Fase, v. Fase
3.2 i) Wrong,ii)Right,iii) Wrong, iv) Wrong, v) Wrong
33. () True
(i) True
(i) False
(iv) False
(v) Fadse
34 () Nationd,ii)export,iii) regularly iv) employees.
35 1) d i) c i) a iv) b

(Activity For You)

Find out from ashop—keeper or any other businessman of your locdity about what aretheir
objectives of running the business. classify these objectives on the basis of thedifferent
typesof objectivesyou havelearnt about inthislesson.
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