
+ 

I 

U.Ni1 1 

complexity 
ChMMte1rlAtlo11 l'ho ellull_llon lmu 1111111y 
lntorco1rnoc tod pnrto and v11r lt1bloii:"' 
Somo lnlornutlon Is 11v111l11blo 01· cnn bo 
prndl ctod, but tho volumo 01· 111\turn of It 
cnn bo ovorwholmlng to procooo. 

1i)(11n1plo1 You 111·0 doing_ buolnuo In mMJ 
coun lTlos, nil with unlc1uo regulntory 
01wlroi1n1011tn, tnrlffs, 1111d oulturnl vnluo t1 . 

A1,,,r0Rch: nootrncturo, bring on or 
dovolop npocln lloto , nncl build up 
rosourco" 11doqu11tu t.o 11dclra1u1 tho 
comploxlty. 

ambig,uity 
ChArnctorlt1tlca: c,,u!Hll rolntlonshlpo nm 
complotol unclonr. No procedonts oxltit; 
youl nco un nown unknowns." '. c, ,s., ,T , 
E)(Rlllplo: You docldo to move Into 
lmmnturo or i!rnHirglng 1111.1rkato 01· to 
launch products outsldo your core L­
co111poto11cloo. ,-,,,ss C'. o \,,....,,.."' "'' '(!>Jl~c--v, 

Appro110h: Exporln,ant. Undorstandlng 
c11u90 nnd offoct roqulres gonoratlng 
hypothoooo nnd tooting than,. Doolgn your 
oxporlmonts oo thot loAoone lonrnod cnn 
bo broadly appll111d. 

volatility 
Chl\l'AUtorl11l1011 Tho chnllongo 19 
rn1e1xp (1c tod or· 111,ntnblo t111d 1111,y bo of 
unknown durn1l011, but It '11 not nocouarily 
tn,rd to und1m1t1rnd: knowlodg11111.)out It 
Is orton 11v111lnblo. 

lix11mple1 Prlc0& Ructul\to nfto,· n n~ ol 
d!!!.9 t,,lilr takos R 11uppllt1r off-lino. 

Approl\ch: Uullcl 111 sll\ck nncl dovou, 
ronouroon to prop1\l·od11ou- for l11ntn11ct1, 
11tockpllo lnvontory or ovorb11y_!nlont. 
Thono sto'f,H orotypicnUy oxpo11slvci: your 
lnvostmunt should 1111\tch tho risk. 

uncertainty 
Ch11rncterlstlc11: Oosplt~ 11 lnck of othor 
Information, tho ovont's bnsic cnuso and 
olfoct aro known. Chnngo is possiblo but 
not I\ given. 

E1t11mpl11: A compotitor's p,mdh\q product 
lnunch muddlas tho future of tho b11si'irnss 
Micltne111 nrkot. 

Appronch: lnvut in l11formatlo11- collcic t, 
lntorpret, and shl\l'o It . This works bosl in 
co11Junct1011 with structural chAngos, such 
llS ndding lnformntion nnnlysli. notworks , ·, -~(hlA~/"11 ' 
that Cl\11 rodUClt ongoing Ul1C\lt' l.\inty. 
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'-)Q~ S \ 10 mHli\,n ( '1 r' t"--, l " .l \l>tml ry . Although the ruul entire vuluc udditlon in thrn crmc i· 

''"" •~ vu uc ol t ,c t1 nlshcd 1> , > J •t 'f'Y ) 
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~'-'-'l\~"O WH\ be i , \0 · , ' rt t lie S - SCtR • lhc vuluc oY international trade 

' Hl\i , -..:..l ' f •. -,l ~ :_, m,Hmn I vnluc of components trudccJ b~tw~en countricR A :Jnd 13 (<S l ()() mill .' ) 

' ' ' U( '-' tn\ue ool\vt.'en 8 nnd C ($ 110 million)! . 
· um 

ci t~}"':_ ~~\~h.}f)ing '-'o untl'ie~ hnve been integruting foster into the glohul economy t,y trade hect1ur-ic 

t~u· ,a~ter n-..~ gn.-.wth, See Boxes 5.4 und S.S. 
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Box 5.4 

Some Key Facts and Findings ~bout Global Trade 

• Drnn~~c tfocrem,-e,-._ in tmnsport und communicution cosls lrnvc been the driving forces behind 

~~~ ~ _global tmd1ng system. G\!opolitics hns ulso played a decisive role in advancing and 

retnforcing these structurnl trends. 

• ln the last 30 ~~ world merchandise und commercial services trade have increased hy Jbouc 7 

pet" ~ t per ~r on _nvernge, much higher thun the increuse in world production of goods and 

services. \-Vhen tmdc 1s mcnsurod in vuluc-addcd terms, services play u larger role. 

• Between 1980 und 20ll, developing economies raised their share in world exports from 34 per 

cent to 47 per cent and their shure in world imports from 29 per cent to 42 per cent. Asia is 

pbying Wl increasing role in world tr.ide. 

• For a number of decades, world trade has grown on uverage n~arly lwice as fast as world 

production. This reflect<; the increasing prominence of international supply chains and hence th~ 

importu.ncc of me:isuring trade in value-added terms. 

• Simulations show that in a dynamic economic and open trade environment, developing countries 

:lre likely to outpocc developed countries in terms of both export and GDP growth by a factor of 

[\,\,,"Oto duec in future decades. By contrast, their GDP would grow by less than half this race in a 

pessimistic economic and protectionist scenario. and export growth would be lower than in 

de,1Cloped countries. 

~: WTO. World Trade Rt!port. 2013. 

Globalisation 

A profound impact of the sweeping political changes across many parts of the globt: since cJ1e Jue~ 

19 70s is the boost to globalisation, i.e .• the cross-border flow of goods. services, labour. tech~ology 

fin:mcc :md ideas. From a corporate point of view, globalisution is a way of corporate life necessitated. 

faciJiwed :md nourished by the transnationalisation of the world economy und developed by corporate 

strate!!ics. Globalisation is an attitude of mind - it is a mind-set which views the entire world_ ns. a 

single- market so chat the corporate strategy is bused on the dynamics of the global bt!stn.css 

· -~- · · · I · <l ot amount to 0 Jobalisat1on 

eovirorunenL lnternanonaJ m11u.eung or mternauona investment oes n o 

unless it is the resull of such a global orientation. 

Globalis.:llion encompasses the following: 

• Doing. or pl3Dning to expand. business globally . 
. rr , 

d t. · • ket and developtn° a 

• Giving up che distinction between the domestic market un orcign m.ir 

o(obal outlook of che business. 
::, 



Business Environment UFJ 
• Locating the production and other physical facilities on a consideratjon of the glob~! 

business dynamics; irrespective of national considerations. 
• Basing product development and production planning on the global market considerations. 
• Global sourcing of factors of production, i.e., raw materials, component'I. machinery/ 

technology, finance etc. are obtained from the best source anywhere in the world . 
• Global orientation of organisational structure and management culture. 

Companies which have adopted a global outlook stop "thinking of themselves as national 
111;1rkctcrs who venture abroad and start thinking of themselves as global marketers. The top 
111anagement and staff are involved in the planning of worldwide manufacturing facilities , marketing 
p11licies. financial flows and logistical systems. The global operating units report directly to the chief 
!' Xccutive or executive committee, not to the head of an international division. Executives are trai ned 
111 worldwide operations, not just domestic or international. Management is recruited from many 
,·,mntries. components and supplies are purchased where they can be obtaintld at the least cost. :m <l 
111vcstments are made where the anticipated returns are the greatest." 17 

A truly global corporn.tion views the entire world as a single market - it does not differentiate 
hctween domestic market and foreign markets. In other words, there is nothing like a home market and 
foreign market - there is only one market, the global market. 

Box 5.5 

A Borderless and Flat World 
Some candid indications of the i_ncreasing integrntion and globalisation of the world economy and the 
factors which foster them are given below. 
The value of foreign trade (goods and services) as a pcrcent~1gc of world GDP increased from ubout 42 
per cent in 1980 to 62 per cent in 2007 (in 2008 and 2009, the figures were lower. impacted by the 
global economic crisis). 

Foreign direct investment (FOi) has increased tremendously in the last few dcca<les and hus been 
playing an increasing role in investment in a growing number of countries. More information on this is 
provided in rhe following sub-section. 
The foreign portfolio investment (FPI), like the foreign institutional investment (Fil), has surged and it 
plays a very important role in the capital markets of developing countries. 
Thomas L. Friedman in his highly acclaimed The Worlcl is Flc,l 18 ex.plnlns that a combinution of 
technological , market, and geopolitical events at the onc.l of thtl twonti"th century had lov\llled th~ globol 
economic playing field in a way thnt wns enabling moro people thun evor. from more pluces than ever to 
tn.lce part in the global economy - and, in the best of cases, to enter the middle class. The combinution of 
the important factors which contributed to this tlattening urc: 

1. The prolifenation of Lhe personal computer, which enubl~<.l individuuls to crcute words, Jntu,. 
spreadsheets, photos, designs, videos, drawings. and music etc. on th~ir owl\ PCs in lhc form of 
bit.s and bytes, which, in its tum, could be shupcd in many more wuys und distributcJ to muny 
more places. 

2. The power of the PC has been propelled to globulisution by the lnl~met. the ~ orl~ ~Vitle W1.:b, 
and the Web browser - u s.et of tools that cnahled indiviuuuls to stJnd tho,r J1s1tnl content 
anywhere in the world virtually for rree and to easily displt,y or uccus.s thut content via Web 
puges. 
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J. The third llattcner w::is u quiet revolution in software and transmiss ion protocols. which l·nc<l ma 11 
calls the "work fl ow revolution" because of how it made everyone 's computer and ~ftwarl' 
in teroperable- thus enabling work to now fan.her and foste r t~ro~gh in tern.al ~ompan y network,. 
the Internet. and the World Wide Web. TI1i s cnahled organisations and 1n<l1 v1duals JCHJ"s thl..'. 
world to link together for efficient R&D and supply chain management. 

4 . These flatteners were given a substantial thrust by a big geopol it ica l fla ttener - the co lla~ 0 1 
Communism res ultino in the elimination of a huge physical and political roadbloc k on lhc gloha l 
economic playing ficid. The collapse of commun ism has given an impetus to liberalisation in a 
number of other countries including India . 

Friedman observes that. put all these flatteners together and what we have is a much more seamless. 
unobstructed global marketplace. In this global agora. millions and millions of new consume rs and 
producers were able to buy or sell their goods and services-as individuals or companic.~- and were 
able to collaborate with more people in more places on more things with greater ease for le.-.s money 
than ever before. That is what Friedman means by a flat world. 

However. there are many. particularly in the context of rethinking globalisatjon against the background 
of the global economic turmoil, that we have not reached the end of history or geography and thac the 
world is not as flat as some people want us to believe. World Bank' s World DevelopmenJ Report 2009. 
for example. argues that the world is not flat. According to the Report, development is neither smooth 
nor linear-at any geographic scale. Growth comes earlier to some places than to others. Geographic 
differences in living standards diverge before converging. faster at the local scale and s lower as 
geography exercises its influence. These are the stylised facts, based on the experiences of successful 
developers over the last two centuries. Technological progress and globalisation have increased market 
potential in the leading areas of developing countries, intensifying concentration and ampl ifying spatial 
disparities. 

TECHNOLOGICAL REVOLUTION 

As indicated in Box 5.5, technology is one of the very important tlatmers which promoce a 
borderless world. 

Rapid technological developments which have reduced the cost of transportation and 
communication dramatically and improved the speed and efficiency revolutionarily have been driving 
far-reaching social and economic changes across the globe. The global econo mic integr.ition ;.Uld 
globalisation of supply chain management have been driven fast by technological developm~nts.. 
Internet, cable TV etc. have contributed substantially to cultural diffusion globally. both good and bad. 
Technological developments have facilitated the emergence of the ·global village· . Several cost ~ 
Lime-saving innovations and emergence of new technologies in a number of other areas such as 
preservation of perishables gave a substantial boost to global trade and internationalisation of trade. 

The internet has facilitated direct contact between producers/suppliers and buy~rs and this h~ 
empowered even smaJI firms and individuals, overcoming the power of intermediaries. 

It is pointed out that China could not have become the new "workshop of the world" without t~ 
trans-Pacific .. conveyer belt'' provided by breakthroughs in containerisation after the 1970&. lnJia 
could not be a new global services hub without the invention of fibre optics and broadband. It i" 
because of these technological forces that the nature of the global economy is profoundly changing. 
and with it the political , social and institutional structu res needed to sustain and le 0 itimise it The 
unprecedented integration and expansion of the world economy . . . is a testament ~not j ust to t~ 
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t 
11d111111g rnwcr or underlying t~~ hnologicnl nr~t.l markcL forces hut to the 'i llcccs1:1 of the posc-w..ir 

,,1 d111, .d nr'dcr Chuc has hecn ~o cnt1ca l 10 hurncss rng :.rnd managing these forces. ''' 

\ , :.i WTO Report observes, two hroad ques ti ons emerge from this discussion . First. wi ll the:: 

•
1111

• · , ltaping factors that have given rise to today 's glohal trade system likely contin ue in the 

1111 1111 ·d1 ~tlc und longer-term future ? In particular, will trunsport and communication costs continue rheir 

••1 1111;11 1c. linear decline as ..i result of continued incremental technological improvement or even the 

11 •1111d11 l'.r 1o n of entirely new technologies? Or will marginal improvements begin to diminish in the 

11 11111 1·. making declining transport and communications costs a less salient shaping factor for world 

lt,ul, · - even leading to a slowing of trade growth? Secondly, to what extent can we expect fu ture 

pnlt1,ral shocks to the trnding system? And can these shocks be anticipated and hopefully avoided? 

4 1111
• 11r the le.c;~ns from the last two centuries is that geopolitics has a decisive impact - for good or il l 

, 11 1 underlying technological and structural trends. The current glob;ili sation phase began in 1945 

" 11h the rise of US hegemony and the advent of the Bretton Woods System, and tpen accelerated with 

1 11111;1 opening upto the world in 1979 and with the end of the Cold War in 1989. What kind of 

1111nn;.uional politie'11 accommodation or system is needed for the future?20 

Technology increases productivity, efficiency and ease of operations facilitates operations at 

dlf f crcnr ~aJes and places and helps accelerate economic growth and globalisation. 

(;LOBAL ECONOMIC POWER SHIFT 

A very important environmental analysis highly relevant for strategy formulation, particularly by 

"1 NCs. is the global economic power shift. 

For a long time now, the economic growth rate and the export growth rate of the developing 

,·1 onomies. for instance, have been significantly higher than those of the developed economies and this 

11cnd is expected to continue in the future. When developed countries suffered an economic recession 

111 blt.agnation during 2007/2008, several developing countries, notably China and India, performed 

, , ,mparatively very well. 

The developing countries (according to the World Bank's World Developmenr Report 201 l. there 

were 144 low and middle income economies, each with a population of more than 30,000) in general, 

have been growing faster than the developed ones. They are inhabited by about 84 per cent of the 

world population but has a share of only 28 per cent of the global GDP. In purchasing power parity 

h·nns. however. they account for about 44 per cent of the global. There are four devdoping countries 

,c 'hina, Brazil, India and Russia) among the IO largest economics of the world. GNP measured at PPP. 

< 'hina i6 che second and India the fourth largest economies. 

The trade of the developing countries has been growing much foster than that of the developed 

4•uunlrit!s. Several developing economies have trade surplus with developed countri~s. A number of 

J~veloping countries are now among the major exporters of the world. 

In fact, developing country firms are making inroads into developed country markets. 

This does not mean that all the developing countries will grow at high rates. The impressive 

r,icture of overall performance of th~ dc,veloping countries is the result of the very good performance 

of a smaJJ numbtr of lhcm - like China, India, South-East Asian economies, Russ ia, South Africa an<.J 

some Latin American countries. Many developing tconomies present u very poor picture of 

performance - even very pathetic in a large number of cases. 

0 
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Related and Supporting Industries 
The presence in the nation of related and supporting industries that are internationally 

competitive creates advantages in downstream industries in several ways such as the supply of the _ 
most cost-effective inputs in an efficient and sometimes preferential way. More important, however, is • 
the advantage they provide in innovation and upgrading, based on close working relationships. 

Firm Strategy, Structure and Rivalry 
National circumstances and context create strong tendencies in how companies are created. 

organised and managed as well as what the nature of domestic rivalry will be. 
Among all the points on the diamond, domestic rivalry (i.e., competition) is arguably the most 

importmt because of the powerfully stimulating effect it has on all others. Domestic rivalry not only 
creates pressures to innovate but to innovate in ways that upgrade the competitive advantages of a -
nation' s firms. 

FACTOR 
CONDITIONS 

.. 
···-... .. . .. 

·••····•··• ·• .•.. 

FIRM STRATEGY. 
STRUCTURE, AND 

RIVALRY 

RELATED AND 
SUPPORTING 
INDUSTRIES 

DEMAND 
CONDITIONS 

Fig. 17.3: Factors Determining Competitive Advantage of Nations 

Role of Government and Chance . 
h .f advancaoe of nat1ons. In addition to the above four determinants, which shape t e compeu 1ve o 

two variables, viz., government and chance, also play important roles. 



r 

Globalisation fID 

Government can influence ench of the four determinants by industri al. fi scal nnd monetary 

policies. promotional and regulatory meusures in respect of industry nnd trude etc. 

Chn~ce events can affect competitive position because of developments such as major 

1cclmolog1cal brenkthroughs or new inventions. political decisions by foreign governments, wars, 

"ignificant shifts in world financial markets or exchange rates, discontinuities in input cost<; such as oi l 

~hocks. surges in world or regional demand etc. 

The complete system detennining the competitive advantage of nations. as presented by Porter. is 

portrayed in Figure 17.3. The system consisting of the four determinants excluding government and 

~hance represents the diamond. 

GLOBALISATION OF INDIAN BUSINESS 

India ·s economic integration with the rest of the world was very limited becaese of the restrictive 

economic policies followed until 1991. Indian firms confined themselves, by and large, to the home 

1n:irlcet. Foreign investment by Indian firms was very insignificant. 

With the new economic policy ushered in 1991, there has, however, been a change. Globalisation 

has.. in fact become a buzzword with Indian firms now and many are expanding their overseas 

husiness by different strategies. 

The following sub-section tal<es a look at the hurdles to and prospects for globalisation of Indian 

husiness and the different globalisation strategies. 

Obstacles to Globalisation 

The Indian business suffers from a number of disadvantages in respect of globalisation of 

business. The important problems are the following: 

1. Government policy and procedures: Government policy and procedures in lndia are among 

the most complex, confusing and cumbersome in the world. Even after the much-publicised 

liberalisation, they do not present a very conducive situation. One prerequisite for success in 

globalisation is swift and efficient action. Government policy and the bureaucratic culture in India in 

this respect are not that encouraging. 

2. High cost: High cost of many vital inputs and other factors like raw materials and 

intermediates, power. finance infrastructural facilities like port etc. tend to reduce the international 

competitiveness of the Indian business. 

3. Poor infrastructure: Infrastructure in India is generally inadequate and inefficient and 

therefore very costly. This is a serious problem affecting the growth as well as competitiveness. 

4. Obsolescen~: The technology employed, mode and style of operations etc. ure, in general, 

obsolete and these seriously affect the competitiveness. 

S. Resistance to change: There are several socio-political factors, which resist change. and ~his 

comes in the way of modernisation, rationalisation and .efficiency improvement. Technological 

modernisation is resisted due to fear of unemployment. The extent of excess labour employed by the 

Indian industry is alarming. Because of chis, labour productivity is very low und this in some cases 

more than offsets the advantages of cheap labour. 
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6. Poor quality image: Due to various reasons, the quality o f many lndian products is poor. 
Even when the quality is good, the poor quality image in India has become a handicap. 

7. Supply problems: Due to various reasons like low production capacity. shortages of raw 

materials and infrastructures like power and port facilities, Indian companies in many instances are not 
able to accept large orders or to keep up delivery schedules. 

8. Small size: Because of the small size and the low level of resources, in many cases Indian 
firms are not able to compete with the giants of other countries. Even the largest of the Indian 

companies are small compared to the multinational giants. 

9. Lack of experience: The general lack of experience in managing international ousiness is -

another important problem. 

10. Limited R&D and marketing Research: Marketing Research and R&D in other areas are 
vital inputs for development of international business. However, these are poor in Indian business. 
Ex.pendirure on R&D in India as a percentage of GDP (R&D intensity) is less than one per cent and it 
has not shown any significant increase over time whereas it has increased from 2.47 per cent in 209 I 
to 4.03 in 2011 in respect of South Korea and nearly doubled from 0.95 per cent to 1.84 per cent for 
China. 

11. Growing competition: The competition is growing not only from the firms in the developed 
countries but also from the developing country firms. Indeed, the growing competition from the 
developing country firms is a serious challenge to India's international business. 

12. Tr.ade barriers: Although the tariff barriers to trade have been progressively reduced thanks 
to the GA TT/WTO, the non-tariff barriers have been increasing, particularly in the developed 
countries. Further, the trading blocs like the NAFf A, EC etc. could also adversely affect ln<lia· s 
business. 

Factors Favouring Globalisation 

Although India has several handicaps, there are also a number of favourable factors for 
globalisation of Indian business. 

l. Human resources: Apart from the low cost of labour, there are several other aspects of human 
resources to India' s favour. India has one of the largest pools of scientific and technical manpower. 
The number of management graduates is also surging. It is widely recognised that given the right 
environment, Indian scientists and technical personnel can do excellently. Similarly. although the: 
labour productivity in India is generally low, given the right environment it wilJ be good. Whik 
several countries are facing labour shortage and may face diminishing labour supply , India presc!nts 
the opposite picture. Cheap labour has particular attraction for several industries. 

2. Wide base: India has a very broad resource and industrial base, which can support a vuri~ty uf 
businesses. 

3. Growing entrepreneurship: Many of the established industries are planning co go 
international in a big way. Added to this is the cons iderable growth of new and dynamic entrepreneurs 
wh.o could make a significant contribution to the globalisation of Indian business. 



Globahsabon m 
..a.. Groll,°'ng doolt'Stk mark, .. t : The growing domestic market en~bles ~ lndJ.lJl ~ies 10 

,,-e\.~~idate- their positk'fl ~nJ to gain mo re strength to 1mke fora~ into lhe foreign nurke. or lo C'(p.L,d 

•-.. ... r t\..vetgn bu..~ne-~ 

5.. :\"iehe tt\8~ There art' muny marketing opportunities abrood p~nt in lhc form of m:iaei 
1'"-~ as f'Oin~~ '-)Ut in CfolpterS 9 nnd 10. Such niches nre particularly .ittractive foT small comp:u,itS... 
"'·,-enll lndian C\.'.\fl'l,-'Snies ha~ ~-ome very successful by niche marking. 

6.. ~ndil~ marbts: The growing population and dis~ble income and lhe resuJram 

,"\~ng internal lllrutet provides enormous business opportunities. 

7. Transnationa&3tion of world economy: Tmnsnationalisation of the world economy. i.e... the 

,1~~"' of the t'mtional economies into a single world economy as evinced by lhe growing 

mt~~e-n...---e :md globalisation of mad."t!ts is an external fuctor encouraging glooo.lisation of Indian 

husiness. • 
S.. NRls: The large number of non-resident Indians who are resourceful - in rerms of capiml. 

""t ilL c.q,eri~--e.. C."(J)C)Sure.. ideas etc. is UI1 asset which can contribute to the glooo.lis:uion of lndon 

husiness. The contribution of the overseus Chinese to the recent impressive industrial deYelopme."!: of 

L"'hina may be noted ~ 

9. Economic Liberalisation: The economic liberalisation in India is an encouraging fucror oi 

~lob:tlis:ation. The delicensing of industri~ removal of restrictions on growth. opening up of 

industries earlier reserved for the public sector, import liber.tlisations. liberalisation of policy towards 

100:ign capitnl :md technology etc. could encourage globalisation of Indian busi~ Further. 

liberalisation in other country increases the foreign business opportunities for Indian business.. 

Ul Com~tition: The growing competition. both from within the country and abroad. provokes 

rrmny Indian compmries to look to foreign markets seriously to improve their competitive position and 

to increase the business. Sometimes. companies enter foreign market as a counter<ampetitive strategy. 

i.e .. to fight the foreign company in its own home market to weaken its competitive strength. 

GLOBALISATION STRATEGIES 

Jndi411 industry cnn move townrds globalisation by different strategies such as developing e.'<pons 

foreign investments including joint ventures and acquisitions, strategic alli~ li~nsing and 

franchising. etc. 

Exporting 

Exporting, of course, is one of the impommt ways of globalisution. \Vith tlk:! ~ 

liberalisation. an environment for globalisation of Indian exportS, however. is slowly emerging. In ~ 

lnlly globalised environment, the exports will also be very much globul : the sourcing of financ-t. 

materials and mAllogeriQJ inputs will be globul, based on purely business consider.itions. 

lndia t\u potential for significantly increasing the exports of many products_ if np~ro~~~~ 
meQSu~, w-c ta.ken. Ald,ough there Qte a number of products with large export potenuuJ, India ~il~d 

to exploit th~ potential satisfaclOrily. Becuuse of the advunce made by other developing countnes ~n 

lhc export of such products, although the situation has now become more ditlicult for lnJ.i~ there ~till 

exists u lot of s~opc fol' substantially inc~ing the, ex1>0rts of mu.ny of these products. 

II 
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:rnd strntegic planning are needed for survival in a cornpet1t1ve environment. A business 
cannot. obviously. achieve its objectives unless It survives and hence surv ival 1s a basil: 
objecti vt: necessary to achieve other objectives. 

2. Return on Investment: A return on investment is,. undoubtedly , an important econormc 
objective not only for pri vate enterprises but also for many publ ic sector enterprises. Private 
business is often profi t moti vated. However, the level of profi t a private enterpnse aims <Jt 1s 
likely to be influenced by its soc ial outlook and a number of environmental factors like 
government policy, attitude of society, competitive and other conditions of the industry etc . 

3. Growth: Growth over time is also an economic objective of most of the business enterprises. 
A business may grow either vertically, horizontally or by diversification into unrelated areas. 
Growth may benefit not only the promoters and shareholders but also the con~umers, 
suppliers and the national economy. Growth is not merely an objective but also a natural 
u~e of a dynamic enterprise. 

4. Innovation: According to Peter Drucker, there is only one valid definition of business 
purpose: "to create a customer and because its purpose is to create a customer, the business 
enterprise has two - and only two - basic functions"48 marketing and innovation_ Marketing 

I 

and innovation produce results: all the rest are "costs". 

5. Betterment: Drucker, who interprets innovation as the provision of different economic 
satisfactions, argues that "it is not enough for the business to provide just any economic 
goods and servic;es; it must provide better and more economic ones. It is not necessary for 
the business to grow bigger; but it is necessary that it constantly grows better. ' '49 

6. Market Share: An increase in or maintenance of its market share is an important objective 
of many companies. Several companies also strive for market leadership. Sometimes, non­
economic factors like the prestige and industry recognition associated with market leade.rshjp 
may be a more prominent factor than the economic factor which drives a company towards 
market leadership. Some companies also strive to attain market leadership even at the cost of 
profit maximisation. 

Social Objectives 
There has been a growing recognition of the social objectives and responsibili ties of business. 

R.F. Barker aptly describes the situation as follows: 
"Business traditionally has been responsible for quantities - for the supply of goods and jobs. for 

costs$ prices, wages, hours of work, and for standards of living. Today, however~ business is being 
asked to take on responsibility for the quality of life in our society. The expectation is that bus.in-ess -
an addition to its traditional accountability for economic performance and .results - will concern itself 
with the health of the society, that it will come up with the cures for the ills that currently beset us, and 
indeed, wm find ways of anticipating and preventing future problems i.n thc:se areas."50 

. 
Stem succinctly points out: ' 'The more educated the society becomes, the more interdependent ic 

becomes, and the more discretionary the use of its resources , the more nurlceting will beco~ 
enmeshed in social issues. Marketing personnel are at interface between com~ny and society· In lhis 
position, they hav,e the responsibility not merely for designing a competitive marketing strategy, but 
for sensitising busiaess to the social, as well as the product. demand of society. "51 
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Vl1lor1, Ml11lar, Mid <Jtw•r l1V'l'• a 
,· 11 111l!sh\!d in social issues. Marketing personnel arc ut inter l'ucc bctwc<:n comrmriy 11rirJ •,w .. ,er1 f 11 ,tm 

p,,, ,1 ion. they hnvc the responsibility not merely for dcR ignlrlij a wrnpetit1vc rriarrcr, ni 'l tr:if,,;i;; bm 

11 ,r scn~itis ing business to the social, u~ well ui. the pmcJucl. demand r,f' 11ociety ,,~, 

Comparison between Economic and Soolol Objeotlveo 

-
Economic Objectives ~oclul 0'1jtctivn -

I. Economic objectives arc primari ly concerned I . Social objecti ves arc conccrneo with th,~ n,:t,:tJ, 

with the economic health of the cntcr,,risc. and welfare of the 11ocicty. 

2. Economic objectives serve the economic motive 2. Social objcctiveH ~crvc the interc1Jr11 r,f the ,yx;icty . 

of the stockholders. 
., 

Economic objectives mostly enterprise 3. Social objectives are social oriented. 
J . are 

oriented or enterprise centered. 

4. Economic objectives arc important both in short 4. The perspective of sctial objectives ji,s m<Y-itly 

and long tenn. long-ccrm. 

5. Achievement of economic objectives is 5. Social objectives ju~tify the survi val and growth 

necessary for the survival and growth of the of the enterprise. 

enterprise. 

6. Achievement of economic objectives is 6. Social objectives justify economic objcccivcs. 

necessary for effective discharge of social 

objectives. 

7. There is general agreement as to what constitute 7. There are differences of opinion as to what 

economic objectives. constitute social objectives. 

8. Economic objectives are tangible. 8. Several of the social objectives arc not tangible. 

9. Economic objectives by themselves may benefit 9. Some of the social objectives reinforce the 

society. achievement of economic objectives. 

10. Economic objectives are cardinal. 10. Social objectives are ordinal. 

11. Economic objectives are basic objectives. 11. Economic objectives provide the base for I 
pursuing social objectives. 

12. Economic objectives are clear and definite. 12. Social objectives may have ambiguity. 

Social objectives of business may be grouped into three broad categories, namely, 

1. Objectives which protect consumer interests; 

2. Objectives which protect the interests of workers; and 

3. Objectives which protect the interests of the society. 

Reconciliation of Social .and Economic Objectives 

We have seen above that the social and economic objectives encompass promoting the inceresc.s 

of different categories of people like the shareholders, workers, consumers, local population and the 

general public. The economic and social objectives may conflict with each other. Again. some of the 

social objectives may conflict with each other. 

Furthering economic objectives may constrain some of the social objecti ves. For example, som~ 

of the efforts to increase the profit may adversely affect consumers if that resul ts in price incre~e. 

Similarly, profit motive may harm workers' interests in some cases. Fulfillment of some of t~e social 

objectives may adversely affect the economic objectives. For example, enhanced expenditure . on 

labour welfare, pollution control, social service etc. may eat into the profi t. These could also aftect 
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