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complexity

Characteristics: Tha sltuation has many
Intarconnac tad parta and varlablea,
Soma Information v avallable or can be
pradicted, but the volume or nature of (L
can ba overwhalming to procana.

Exampler You are dolng businees In many
coumtefes, all with uniogue rogulatory
envlronments, tariife, and cultural values,

Appraach: Raatruetura, bring on o
dovelop spocialiste, and bulld up
rosources acdoguate to addrean the
complaxity.

ambiguity

Characterlstics: Cousal relationahips are
complotaly unclaar, No procedents oxlsr;
yéu faca “unkpnown unknowng,” ' G ol

Example: You decicde to move Into
Immature or emarging markats or to
launch products outsico your core |
compatenclon, r Cavmmran sl 500

Approach: Expariment, Underatanding
causo and offoct raguires genarating
hypathases and testing thom. Dosign your
axparimonts so that lossons loarmed ean
bo broadly applied.

volatility

Characteristics: Tho challonge |a
unaxpactad or unatable and may be of
uinkinewi duration, but iUs not necesarnily
hard to understand; knowledga abaut it

In ofton avallabile,

v

Example: Prices fluctunte after a natu al
disaster takes a supplior off-lina.

Appraach: Bulld in slack and devote
reaourcen to praparedness—far Instance,
atockplle inventory or over buy talent,
Thene ataps are typically expansive; your
investmient should mateh the risk,

uncertainty

Charactarlstics: Daspl te a lack of ather
Information, the event's basic cause and
olfect are known, Chango is possible but
not & glven.

Exampla: A compatitor's panding preduct
launch muddias tha future of the biiETNess
and the market.

Approach: Invest in information —calloct,

interprat, and share it. This works bestin

conjunction with structural changes, such

as adding Information analysis natwarks, '+ o (bt e {
that can reduce ongoing uncertainty.

HOW MUCH DD YOU HHNOW ABOUT THE BITUATIONT +

i - - iR i
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*:;:‘ ;Tl::;:::\:“:::l:,.\“::";h 1&-. !;m million i'lt\‘|'n\1'lt.‘|'.| from country A. The firm in country B export.

ok $. 116 inilios % -.“w : l\ ‘l-n ‘.,..m‘nl‘ry ( Although thnt r‘r:ul entire value addition in this case i-

e il e § 2 “.. i ] m ol thf. finished products - I'V sets), the value of international trade
ded 1‘ 210 million |value of components traded between countrics A and B (5 100 milli

and value of trade between B and C ($ 110 million)]. i

_ Tht developing countries have been integrating faster into the global cconomy by trade hecausc
of their taster trade growth, See Boxes 5.4 and 5.5.

-
e e e ——————————————— — —_— -

Some Key Facts and Findings about Global Trade

. l‘lmm‘:uic decreases in transport and communicution costs have been the driving forces hehind
today s ‘glohal trading system. Geopolitics has also played a decisive role in advancing and
reinforcing these structural trends.

e In the last 30 years, world merchandise and commercial services trade have increased by about 7 |

per cent per ycar on average, much higher than the increase in world production of goods and |
services. When trade is measured in valuc-added terms, scrvices play a larger role.

e Between 1980 and 2011, developing cconomies ruised their share in world cxports from 34 per
cent 1o 47 per cent and their share in world imports from 29 per cent to 42 per cent. Asia is
playing an increasing role in world trade. |

e For a number of decades, world trade has grown on AVCRIEC nearly twice as fust as world
production. This reflects the increasing prominence of international supply chains and hence the |
importance of measuring trade in value-added terms.

« Simulations show that in a dynamic economic and open trade environment, _ ‘
are likely to outpacc developed countries in terms of both export and GDP growth by a factor of
rwo to three in future decades. By contrast, their GDP would grow by less than half this rutc i d

imistic economic and protectionist scenario, and cxport growth would be lower than n
developed countries.
Courtesy: WTO. Worid Trade Report. 2013. I

developing countrics

Globalisation

A profound impact of the sweeping political changes across many parts of the globe SE“"‘E "“’l l“_t:
1970s is the boost 0 globalisation, i.e., the cross-border flow of goods, services. labour, “’“tf':‘_u_ ?;L
finance and ideas. From 3 corporate point of view, globalisation is a way of corporate i ate
¢acilitated and nourished by the transnationalisation of the world economy and developed by corPor

il o \ R . : d us 2
sratesies. Globalisation is an attitude of mind — 1t is a mind-set which views the entir® wt:l
S wrategy is based on the dynamics of the 3mt'llb.l::::“-“;n
environment. International marketing or international investment does not amount (0 SIOOEE

unless it is the result of such a global orientation.
Globalisation encompasses the following:
« Doing, Or planning to expand, business globally.
e Giving up the distinction between the domestic mark
global outlook of the business.

Jloping <
et and foreign market and developing &
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Locating the production and other physical facilities on u consideration of the alobyl
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, components, 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
marketers who venture abroad and start thinking of themselves as global marketers. The top
management and staff are involved in the planning of worldwide manufacturing facilities, marketing
policies, financial flows and logistical systems. The global operating units report directly 1o the chief
“yecutive or executive committee, not to the head of an international division. Executives are trained
i worldwide operations, not just domestic or international. Management is recruited from many

vountries, components and supplies are purchased where they can be obtainad at the least cost, and
mvestments are made where the anticipated returns are the greatest.”"’

A truly global corporation views the entire world as a single market — it does not differentiate

hetween domestic market and foreign markets. In other words, there is nothing like a home market and
lorcign market — there is only one market, the global market.

Box 5.5
A Borderless and Flat World

Some candid indications of the increasing integration and globalisation of the world economy and the
lactors which foster them are given below.

The value of foreign trade (goods and services) as a percentage of world GDP increased from sbout 42
per cent in 1980 to 62 per cent in 2007 (in 2008 and 2009, the figures were lower, impacted by the
zlobal economic crisis).

Foreign direct investment (FDI) has increased tremendously in the last few decades and has been

playing an increasing role in investment in a growing number of countrics. More information on this is
provided in the following sub-scction.

The foreign portfolio investment (FPI), like the foreign institutional investment (F11), has surged and 1t
plays a very important role in the capital markets of developing countries.

Thomas L. Friedman in his highly acclaimed The World is Fla'* explains that a combination of
lechnological. market, and geopolitical events at the end of the twentieth century had levelled the global
economic playing field in a way that was enabling more people than ever, from more places than ever to
lake part in the global economy — and, in the best of cases, to enter the middle class. The combination of
the important factors which contributed 1o this flattening are:

I. The proliferation of the personal computer, which enabled individuals 1o create words, -.lma.t
spreadsheets, photos, designs, videos, drawings, and music etc. on their own PCs in the form of

bits and bytes, which, in its tum, could be shaped in many more ways and distnbuted o many
more places.

-

-

The power of the PC has been propelled o globalisation by the Intemet, the World Wide Web,
and the Web browser — a set of tools that enabled individuals to send their digial content

anywhere in the world virtually for free and 1o easily display or access that content via Web
pages.
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3. The third Nattener was a quiet revolution i software and transmission protocols. which bricding
calls the “work flow revolution” because of how it made everyone s computer and softwys
interoperable —thus enabling work to flow farther and faster through internal company network .
the Intermet. and the World Wide Web. This enabled organisations and individuals scross th,

world to link together for efficient R&D and supply chain management

4. These Matteners were given a substantial thrust by a hig geopolitical flattener — the collupse
Communism resulting in the climination of a huge physical and political roadblock on the zlohal
cconomic playing ficld. The collapse of communism has given an impetus to hiberalisation in 4
number of other countries including India.

Friedman obscrves that, put all these flatteners together and what we have 15 a much morc scamless,
unobstructed global marketplace. In this global agora, millions and millions of new consumers and
producers were able to buy or scll their goods and services—as individuals or companies—und werg
able to collaborate with more people in more places on more things with greater case for less moncy
than ever before. That is what Friedman means by a flat world.

However, therc are many. particularly in the context of rethinking globalisation against the background
of the global economic turmoil, that we have not reached the end of history or geography and that the
world is not as flat as some people want us to believe. World Bank’s World Development Repor: 2008,
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 carlier to some places than to others. Geograpnic
differences in living standards diverge before converging, faster at the local scale and slower 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 amplifying spatial
disparities.

TECHNOLOGICAL REVOLUTION

As indicated in Box 5.5, technology is one of the very important flattners which promotz 2
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 economic integration and
globalisation of supply chain management have been driven fast by technological developments.
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 and
ume-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 buyers and this has
empowered even small 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 the
trans-Pacific “conveyer belt" provided by breakthroughs in containerisation after the 1970s. India
could not be a new global services hub without the invention of fibre optics and broadband. It is
bﬁw&f of these technological forces that the nature of the global economy is profoundly changing.
and with it the political, social and institutional structures needed to sustain and legiimise it. The
unprecedented integration and expansion of the world economy ... Is a testament not just to the
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vt power of underlying tec hnological and market torces but to the success of the post-wat
pobin al order that has been so entical to harnessing and managing these forces. '’

\+~ 4 WTO Report observes, two broad questions emerge from this discussion First. will the
an shaping factors that have given nse to today's global trade system likely continue n the
ininediate and longer-term future? In particular, will transport and communication costs continue their
Jananic. linear decline as a result of continued incremental technological improvement or even the
midietion of entirely new technologies? Or will marginal improvements begin to diminish in the
e, making declining transport and communications costs a less salient shaping factor for world
il - cven leading to a slowing of trade growth? Sccondly, to what extent can we expect future
wdimcal shocks to the trading system? And can these shocks be anticipated and hopefully avoided?
D of the lessons from the last two centuries is that geopolitics has a decisive impact — for good or ill
i underlying technological and structural trends. The current globalisation phase began in 1945
il the rise of US hegemony and the advent of the Bretton Woods System, and then accelerated with
 luna opening upto the world in 1979 and with the end of the Cold War in 1989. What kind of
wiernational political accommodation or system is needed for the future??”

) Technology increases productivity, efficiency and ease of operations facilitates operations at
F' Iillerent scales 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

VINCs. is the global economic power shift.
ow. the economic growth rate and the export growth rate of the developing

. »nomies. for instance, have been significantly higher than those of the developed economies and this
wend is expected to continue in the future. When developed countries suffered an ¢conomic recession
. stagnation during 2007/2008, several developing countries, notably China and India, performed

omparatively very well.

The developing countries (according to the World Bank's World Development Report 2011, there
viere 144 low and middle income economies, each with a population of more than 30,000) in general,
luve 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
orms. however, they account for about 44 per cent of the global. There are four developing countries
\(‘hina. Brazil, India and Russia) among the 10 largest ecconomies of the world. GNP measured at PPP.
( ‘hina is the second and India the fourth largest economies.

The trade of the developing countries has been growing much faster than that of the developed
~ountries. Several developing economies have trade surplus with developed countries. A number of
Jeveloping countrics are now among the Major exporters of the world.

In fact, developing country firms are making inroads into develope

This does not mean that all the developing countries will grow a
picture of overall performance of the developing countries 18 the result of the very good performance
of a small number of them - like China, India, South-Eust Asian economies, Russid, South Alrica am.l_
wme Latin American countnes. Many developing economies present a very poor picture of
performance — even very pathetic in a large number of cases.

For a long ume n

d country markets.
t high rates. The impressive



Related and Supporting Industries

Th.e. presence in the nation of related and supporting industrics that are internationally
compettive 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.

Business Policy and Strategic Management

_ Among all the points on the diamond, domestic rivalry (i.e., competition) is arguably the most
important 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.

FIRM STRATEGY, |,
STRUCTURE, AND "
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Fig. 17.3: Factors Determining Competitive Advantage of Nations

Role of Government and Chance

; . TERRR N F pations,
In addition to the above four determinants, which shape the competitive advantage of nat
two variables, viz., government and chance, also play important roles.

R, et g o
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Government can influence each of the four determinants by industrial, fiscal and monetary
policies, promotional and regulatory measures in respect of industry and trade etc

Chance events can affect competitive position because of developments such as major
technological breakthroughs or new inventions, political decisions by foreign governments, wars,
ugnificant shifts in world financial markets or exchange rates, discontinuities in input costs such as oil
shocks, surges in world or regional demand etc.

The complete system determining the competitive advantage of nations, as presented by Porter, 1s
portrayed in Figure 17.3. The system consisting of the four determinants excluding government and
chance represents the diamond.

GLOBALISATION OF INDIAN BUSINESS

India’s economic integration with the rest of the world was very limited becanse of the restrictive
cconomic policies followed until 1991. Indian firms confined themselves, by and large, to the home
market. 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 takes 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 India 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 facilitics 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. Obsolescence: The technology employed, mode and style of operations etc. are, in general,
obsolete and these seriously affect the competitiveness.

5. Resistance to change: There are several socio-political factors, which resist change, and 'thlS
comes in the way of modernisation, rationalisation and efficiency improvement. Technological
modernisation is resisted due to fear of unemployment. The extent of excess labour gm_}‘rlﬂ}fﬁd by the
Indian industry is alarming. Because of this, labour productivity is very low and 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 of many Indian products i 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 nol
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 luck of experience in managing international business is
another important problem.

10. Limited R&D and marketing Research: Marketing Research and R&D in other areas arc
vital inputs for development of international business. However, these are poor in Indian business.
Expenditure 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 2001

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. Trade barriers: Although the tariff barriers to trade have been progressively reduced thanks
to the GATT/WTO, the non-tariff barriers have been increasing, particularly in the developed

countnies. Further, the trading blocs like the NAFTA, EC etc. could also adversely affect India’s
business.

Factors Favouring Globalisation

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

1. Human resources: Apart from the low cost of labour, there are several other aspects of human
resources 1o 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 night
environment, Indian scientists and technical personnel can do excellently. Similarly, although the
labour productivity in India is generally low, given the right environment it will be good. While
several countnes are facing labour shortage and may face diminishing labour supply, India presents
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 vanety ol
businesses.

3. Growing entrepreneurship: Many of the established industries are planning 0 20
international in a big way. Added 1o this is the considerable growth of new and dynamic entrepreneurs
who could make a significant contribution 1o the globalisation of Indian business.
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4 Growing domestic market: The growing domestic market enables the Indian companies (o
vasolidate thetr position and to gaun more strength to make foray into the foreign market or to expand
hewr foreign business.

| 3 Niche markets: There are many marketing opportunities abroad present in the form of market
} whes, as pointed out in Chapters 9 and 10. Such niches are particularly attractive for small companies
- Several Inchan compamies have become very successful by niche marking.

6 Expanding markets: The growing population and disposable income and the resultan:
sipanding intermal market provides enormous business opportunities.

7. Transnationalisation of world economy: Transnationalisation of the world economy, 1.2.. the
~oegratton of the national economies into a single world economy as evinced by the growing
- nterdependence and globalisation of markets is an external factor encouraging slobalisation of Indian
. husiness. :

S NRls: The large number of non-resident Indians who are resourceful — in terms of capital.
wkill, experience, exposure, ideas etc. is an asset which can contribute to the globalisation of Indian
husiness. The contribution of the overseas Chinese to the recent impressive industnial development of
China may be noted here.

9. Economic Liberalisation: The economic liberalisation in India is an encouraging factor of
clobalisation. The delicensing of industries, removal of restrictions on growth, opening up of
industnies earlier reserved for the public sector, import liberalisations, liberalisation of policy towards
loreign capital and technology etc. could encourage globalisation of Indian business. Further.
liberalisation in other country increases the foreign business opportunities for Indian business.

10. Competition: The growing competition, both from within the country and abroad. provokes
many lndian companies to look to foreign markets seriously to improve their competiive positon and
10 increase the business. Sometimes, companies enter foreign market as a counter-compenuve straegy.
1.¢., to fight the foreign company in its own home market to weaken its competitive strength.

GLOBALISATION STRATEGIES

Indian industry can move towards globalisation by different strategies such as developing exports
foreign investments including joint ventures and acquisitions, strategic alliance, licensing and
franchising, etc.

Exporting

Exporting, of course, is one of the important ways of globalisaton. With the economic
liberalisation, an environment for globalisation of Indian exports, however, is slowly emerging. In 2
truly globalised environment, the exports will also be very much global: the sourcing of finance,
matenials and managerial inputs will be global, based on purely business considerations.

India has potential for significanty increasing the exports of many products if appropaaie
measures are taken. Although there are a number of products with large export potenual, India m!ed
10 exploit the potential satisfactorily. Because of the advance made by other developing counmnes i
the export of such products, although the situation has now become more ditficult for India, there sull
exists a lot of scope for substantially increasing the exports of many of these products.
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and strategic planning are needed for survival in g competitive environment
cannot. obviously, achieve its objectives unless it survives and hence
objective necessary to achieve other objectives.

A business
survival 15 a bas

[

Return on Investment: A return on investment is. undoubtedly, an important sconormic
objective not only for private enterpnises but also for many public sector enterprises Private
busimess is often profit motivated. However, the level of profit a private enterprise aims at 15
likely to be influenced by its social outlook and a number of environmental factors like
government policy, attitude of society, competitive and other conditions of the industry etc

fad

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 consumers,
suppliers and the national economy. Growth is not merely an objective but also a natural
urge 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”*8 marketing and innovation. Marketng
and innovation produce results: all the rest are “costs”.

S. 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 economuc
goods and services; 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. "

6. Market Share: An increase in or maintenance of its market share is an important cbjective
of many companies. Several companies also strive for market leadership. Sometimes, non-
economic factors like the prestige and industry recognition associated with market leadership
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 responsibilives 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, pnces, 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 business )
an addition o its traditional accountability for economic performance and results — will concem itself
with the health of the society, that it will come up with the cures for the ills that currently beset us, and
indeed, will find ways of anticipating and preventing future problems in these areas.” |

Stern succinetly points out: “The more educated the society becomes, the more interdependent 1t
becomes, and the more discretionary the use of its resources, the more marketing will bccomeﬁ
enmeshed in social issues. Marketing personnel are at interface between company and society. In this

position, they have the responsibility not merely for desigmng a competitive marketng stralegy. i
for sensitising business to the social, as well as the product, demand of society. )
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~nmeshed in social issues. Marketing personnel are at interface hetween compiny and society n thy
powition, they have the responsibility not merely for designing a competitive marketing strategy  bul
Lr sensitising business to the social, as well as the product, demand of society

Comparison between Economic and Social Objectives

“Economic ﬁﬁiidlm-h

Economic_objectives are primanily concerned |

with the economic health of the enterprise.

Economic objectives serve the economic motive
of the stockholders.

2

Social Ohjectives

(]

Social objectives are concerned with the need
and welfare of the socicty

. Social ohjectives serve the interests of the wiety

3. Economic objectives are mostly enterprise | 3. Social objectives are social oriented.
onented or enterprise centered.
4. Economic objectives arc important both in short | 4. The perspective of sm:mI'iji-.?éx is mostly
~ and long term. long-term.
5 Achievement of cconomic  objectives is | 5. Social objectives justify the survival and grow(r
necessary for the survival and growth of the of the enterprise.

enterprise.

. Achievement

of economic objectives is
necessary for effective discharge of social
objectives.

Social objectives justify cconomic objectives.

There are differences of opinion as what |

7. There is general agreement as to what constitute 7.
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.

|1. Economic objectives are basic objectives. 1. Economic objectives provide the base for

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 interests

of different categories of people like the shareholders, :
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 objectives. For example. 3
of the efforts to increase the profit may adversely affect consume
Similarly, profit motive may harm workers’ interests in some Cases.
objectives may adversely affect the economic objectives. For exam
labour welfare, pollution control, social service etc. may eat in

workers,

consumers, local population and the

oime
rs if that results in price Increasc.
Fulfillment of some of the social

ple, enhanced expenditure on
to the profit. Thes¢ could also affect
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